TAXATION AND BUDGET REFORM COMMISSION

600 South Calhoun Street, Room 245, Tallahassee, FL 32399-1300
Ph. (850) 921-8905 Suncom 291-8905 Fax (850) 921-0492
Website: www.floridatbre.org

Staff Analysis and Economic Impact Statement

Measure: CP 43 REFERENCE: ACTION:
Sponsr: Barney Barnett 1.FTC Pre-meeting
2. GPSC

Subject: Burden of Proof
Date:.  February 7,2008
I. Summary:

Conditutiond Proposl 43 provides tha a propaty appraiser has the burden of proving
the assessed value of real propety when ataxpayer chdlenges an assessment.

II. Present Situation:

A burden of prodf isan obligaionto proveafact. Propaty appraisers are charged with
placingajud valueonall real propety for ad valorem taxation. Thedae of value(lien
dae) isJanuay 1 of each year. Propety appraisers create an opinion of what apropety
iIsvalued on Januay 1 by examining compaable sales from theyear before or andyzing
Income, expense, and capitalization rates for commercial and indudrial propaties.

Propety appraisers review the cod of building materials and labor cods each year to
andyze the cod approach. They sendto income propaties arequest for income and
expenses of commercia propeties each year. As professiond appraisers, they bdongto
appraisal sodeties, read professiond publications and continudly examinethemarket on
ayearly basis. In May, the propety appraiser provides atentative valuefor local
govenments to begin thar budge process. By July, thetax roll is sent to the Depatment
of Revenuefor approvd. In Augug and September, thecountes send outtheTruth In
Millage (TRIM) notice. Each notice has a mailing date.

To contest an assessment, a petition to the Value Adjusgment Board (VAB) mug be made
by the twenty-fifth day from themailing date of the TRIM notice. A taxpayer can go
directly to court withoutfiling a petition or after a petitionis heard regardless of an
outcome. However, if ataxpayer wishesto filein court, thefiling mug be madewithin
60 days of atax roll being certified or 60 days from anotice fromthe VAB.

At thelast count 76,000 petitionswere filed with VABs with approximately 25,000 of
these petitionsfiled in Miami-Dade County and 25,000filed in Broward County. The

! Kent Wetherell, The New Burdens of Proof in Ad Valorem Tax Valuation Cases, Florida State University
Law Review Winter, 1998.
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number of petitionshas followed increases in thetax roll. Floridahas had two periodsof
doubke digit tax roll increases: onerecently and one in theearly 1980@. Save Our Homes
has acted to greatly reduce the number of petitionsfrom homeowners. However,
commercial, indugrial, vacant land, and new home buyeasOpeitionshave increased in
the past three years.

Althoughpropeaty owners see individud assessments, mass appraisals or the mass
appraisal process works off of historical values. Thecos of produdng a single appraisa
for each propety would be prohibitive. Thegeneral appraisal processis called mass
appraisal. A mass appraisal system can belooked at as a committee approach to value
numerouspropeties a onetime. Many different people do different tasks tha all result
in onevaluefor each propety.

Thee aretwo basic systemsin amoden appraisal system in Florida First, residences,
condomniums, co-ops and time-share propeaties are valued on an abolute modding
system. These programs examinethedifferent types of data from each propeaty andthe
current sale information to place a value on each propety. Datais collected for each
propaty, such as. nunber of bedrooms, square foatage, fireplace, water view, garage,
etc. Other than collecting daa and andyzing sales information, these computer programs
establish avaluefor each propeaty. Thistypeof system workswell in Floridabecause
there are a significant nunber of sales and thebuildingsare relatively homogeneous

Commercial andindudria propeties are modded much differently. There are asmaller
numbe of sales and a greater variety of types of buildings Thereisagreater
involvement with appraisers effecting uniquerents, expenses, and capitalization rates
dunng themodding process. It would notbeunusud for an appraiser to changea
propety typefrom AAA to AA, or acapitalization rate, during the process which would
changethe assessment. On average, in amid-size propaty appraiser@ office, onecould
find 12 appraisers in thecommercial area, 2 in condo, 2 in mobile homes, 9 in pesond
propety, and 27 in theresidential sections

Appraisas are opinionsof valuethd reflect jug value Because opinionsamong
professionscan vary, the process of chalenging appraisals has been of great concernin
Florida When ataxpayer files a pdition, thereis an oppotunity to discuss the
assessment with the property appraiser@ office. A hearingis set and the taxpayer must
ddiver al evidence to the propety appraiser 15 days prior to the hearing. Thepropaty
appraiser@ office ddivers its evidence 5 days before the hearing. In mogt counies, the
propaty appraiser goesfirst and presents all the appraisal daa for the hearing magistrate.
Themagistrate mug bea qudified appraiser.

After the propaty appraiser presents all thedaa to the magistrate, thetaxpayer then
presents hisher case. Firgt, thetaxpayer provides evidence tha the propeaty appraiser

did not propely consder theeight criteriain s. 193.011F.S. Thelocation, quantity,
qudity, income, highest and best use, case value, condition, cos, and market are
examples of theeightcriteria By thetime of the hearing, the propeaty appraiser hasre-
established al elements of the eight criteria and presented thisin the doaumentation at the
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beginning of the hearing. Theburden is onthetaxpayer to provetha the propaty
appraiser did not propaly consder these criteria. GPropaly consderedOis notan
appraisal term tha iswell defined and varies from onecounty to another in Florida If
this burden is not met, thetaxpayer mug provetha the assessment does not meet the
legd standad of jud value by clear and convinang evidence.

CClear and convindng evidenceOmeans evidence indicating that thething to be proved is
highly probable or reasonably certain.2

II1. Effect of Proposed Changes:

Thekey requirement of a Floridachdlengeto an assessment isto provetha a propety
appraiser failled to propely consgde theeightcriteriain s. 193011, F.S. Thismeasure
removes this burden of prodf requirement. The congitutiond requirementin Article VII,
Section 4 for assessmentsto beat jud valueis notaffected. The propety appraiser must
present evidence to suppot theassessment, and the tax payer would have to present
evidence tha the assessment does not meet the standad of jug value

By requiring a propetty appraiser to provetha the assessed value meets jug value, the
burden onthetax payer would belessened in tha the taxpayer would not have to prove
tha the propety appraiser did not propely consder theeightfactorsins. 193011 F.S.
Thetime for hearingscould belessened as the nunmber of issues at a hearing would be
reduced. Thenumbe of court cases may belessened as more value cases would be
addressed at the VAB level. Many assessment chdlenges are currently dismissed for
failure to overcome the presumption of correctness.

Currently, the cods of litigation control thenumber of casesfiled in circuit court in VAB
disputes. Codgs average beween $18000and $25000 per propety, depending onthe
area at thecircuit court level. Generaly, it would take aredudion of $1000000to
suppot these cods. Court chdlenges arefromthelarger propeaty owners. This measure
would have the greatest bendfit for propeties assessed for unde $1,000000. Propaty
appraisers would need to establish by appraisal evidence tha the value meets the standad
for assessments by law rather than indcating tha achdlenge did nat provethat the
propaty appraiser did notpropealy consder theeightcriteriains. 193011, F.S.

IV. Constitutional Issues:
A. Constitutional or Legislative Matters:

Theeffect of this matter is within the power of the Legidature to accomplish by
law.

B. Other Constitutional Issues:

None

2 Black@ Law Dictionary, 8" ed. 2004.
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V. Economic Impact and Fiscal Note:

A. Tax/Fee Issues:

This measure may lead to reduced ad valorem revenues.

B. Private Sector Impact:

Thecog to contest a value may bereduced to thetaxpayer.

C. Government Sector Impact:

If approved by thevoters, this may result in a shift fromlegd personné to
appraisal personnd, which may increase the propety appraiser@ budge
to provetha the assessed valueisjug value

V1. Technical Deficiencies:

None

VII. Related Issues:

None



