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Editor’s Note: Following implementation of the state’s first market value general reassessment of real
property, the question yet to be answered was whether the constitutional requirement of a “uniform and
equal rate of assessment” had been achieved. An independent evaluation by the Indiana Fiscal Policy
Institute was released in late 2005. Here is a portion of the Executive Summary of that important study.
The complete study can be found at www.indianafiscal.org.

T
he courts, in the St. John decisions, mandated a market-based standard of real property
assessment be used to meet the constitutional requirement of uniformity and equity.
The next issue was to determine if the administrative system of assessment could
meet that standard. At the 30,000-foot level, the results look good, but at ground
level, the results are problematic. Clearly, there is a great deal of work still to be
done at every level of property tax administration.

With the mass general reassessment of 2002 for pay 2003 property taxes, Indiana became
one of the last states to adopt market value based standards for real property assessment. After
much delay, a healthy dose of consternation and more than a little bit of legislative hedging against
possible catastrophic impacts, the reassessment meant that valuation of property for taxation in
Indiana took a giant step into the 21st century.

This study began in August of 2003, when a contract was executed that called for the Indiana
Fiscal Policy Institute to perform a statewide Property Tax Equalization Study. The purpose of the
study was to provide the state with a determination of the strengths, weaknesses and accuracy of the
Supreme Court ordered, first-ever, market value based general reassessment process and its results. 

Key findings
The adoption of the market value standard is only a first step. While the “on the surface” results

show relatively good outcomes for the first-ever market value based reassessment, the comprehensive
analysis of the process reveals many serious problems, a significant number of which will
require major structural changes to Indiana’s property tax administration system to address.
• The current structure does not provide for accountability across assessing jurisdictions, resulting

in systematic lack of uniformity in assessment practice and assessment results. These problems
plague townships within counties and cross county borders 

• Local governmental assessment officials and their contractors do not understand that they
have a responsibility for assessment quality that extends beyond their own county 

• The type, quantity, and quality of data currently collected will not support a market value
assessment system 

• Many counties and townships did not meet the International Association of Assessing Officers
(IAAO) standards for level of assessment, uniformity of assessments or consistency of assessments
across assessing jurisdictions

• There is inconsistency in assessment interpretation and administrative practice between the counties 
The state has not been willing or able to perform its oversight function. The Department of

Local Government Finance (DLGF) currently does not and cannot produce future independent
equalization studies, as best practice requires. The current county self-evaluation equalization
system is a sham.

Hence, there is no accountability, nor has there been for several decades, which has resulted
in the state of affairs that led to the Supreme Court mandated market value based reassessment.
While the standard upon which valuation is based has changed, the underlying administrative
structure has not. This structure, as the study has demonstrated in our analysis, results in a systematic
lack of uniformity in assessment practice, even under a market value system.

The property tax system, its valuation methodology and ultimate accountability is a responsibility
of state government. It is the state Constitution and state statutes that undergird and form the
foundation for the property tax system and the policies that flow from it. The role of the local
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assessment offices is to apply state policies professionally and
without regard to their own philosophical views of tax policy
or tax burden. The assessment function is ministerial, and not
one that makes policy or represents taxpayers.

A lack of uniformity and consistency across county borders
impacts taxpayers across the state. The state appropriates over
$6 billion per year to support local schools and reduce local
property tax levies. These appropriations are made based on tax
assessment information – in the case of the schools – and based
on property tax liabilities determined to some extent by the
shares of total assessed value born by the various classes of property.

The study found that counties do not adhere to required
data standards. The DLGF has issued extensive specifications
for the transmittal of data to the state. Unfortunately, the study
found widespread non-compliance with the regulations.
Inconsistencies abound between the state and counties; even
within counties, assessors and auditors often use different data
structures and data maintenance systems. Moreover, counties
have not complied with the law requiring the submission of all
sales disclosure forms (SDFs) to the state. Without the collection,
evaluation and storage of market value information, the market
value assessment process breaks down.

The study found comprehensive, statewide evidence of an
overwhelming lack of uniformity and consistency in assessment
results. Our analysis clearly demonstrates inconsistent application
of the market value based assessment rule and provides evidence
of non-uniform interpretation of the rule by the local assessor
(or their contractor). Both the level of assessment (measured
by the median ratio) and the uniformity of assessment (measured
by the coefficient of dispersion) differ across townships and
counties. Inconsistencies in assessment practices statewide
demonstrate that there is little accountability practically
demonstrated of local assessing officials, whether it is counties
holding townships accountable or the state holding counties
and townships accountable.

While some effective consolidation of assessing districts
has occurred in Indiana over the years – through the use of
private contracting firms and cooperation between townships
and counties – there has been no systematic or structural change.
Movement to consolidated assessment districts and responsibilities,
independent review and equalization, and increased and more

sophisticated use of technology
for data and analysis are all
needed, yet none of these
steps have been taken in
Indiana.

A nearly complete lack
of compliance with state
data standards contributed mightily to the problems the study
found. The study found significant resistance on the part of
locally contracted vendors to assist counties’ compliance with
state data standards. These data compliance issues are timely
to the current state of the property tax system in view of the
trending process which, for its equitable implementation, will
require much improved data standard compliance.

Study recommendations 
• Ensure complete and accurate collection and transmission of

sales data
• Develop and enforce compliance with a statewide assessment

data standard
• Move primary responsibility for assessment to the county level
• Introduce an effective equalization study at the state level
• Complete the transition to market value standard by rewriting

the assessment rule
• Upgrade assessment training and certification programs and

increase certification standards
A quality assessment requires independent evaluation of

results. Having timely access to pertinent and accurate information
about the price, terms and circumstances of each sale is essential
in a competent equalization study.

The problem of the county assessors selectively forwarding
SDFs to the DLGF needs to be remedied in order to perform
effective, periodic ratio studies. The state, not the assessors,
should control which sales are included or excluded. This means
that the DLGF should develop a sales data processing manual.
It should provide instructions for the timely transmittal of SDFs
and backup documentation in convenient-to-process batches.
It should instruct assessors on how to annotate the SDFs with
their (coded) recommendations regarding the usability of each
sale and the assessed value in effect on the date of sale. Ideally,
data should be collected, maintained and transmitted to the

A lack of uniformity in assessment practices and results plagues Indiana, no matter whether the subject
is residential homes or commercial properties.
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state electronically. Sales Disclosure Forms should be available online.
On the surface, current assessment data standards (50 IAC

12) appear reasonable. However, our experience with county
assessment data during the course of this equalization study
found that they were widely ignored. The study recommends
that the state take control of this nearly chaotic administrative
structure and require that local assessors meet state standards
for data collection, storage, and maintenance and transfer to
the state. The following actions should be taken:
• Seek county input regarding problems with existing standards

and ways to improve them
• Make adherence with assessment data standards a standard

provision of county reassessment and IT contracts
• Institute financial penalties for failures to comply with the

standards for both governmental units and their contractors
• An example of one data standard would be a consistent

Geographic Information System (GIS) parcel numbering
system statewide

The delegation of responsibility for property assessment
to township officials essentially is an artifact of the mid-19th
century. Although reasonable when Indiana was being settled,
this assignment is now obsolete. Assessment is a ministerial
function requiring technical expertise and equipment. It is not
one in which the assessor is an elected representative of the
taxpayer. Because assessment in Indiana is overly decentralized,

the study found it impossible to maintain assessment accuracy
and to achieve economies of scale; in other words, taxpayers
are forced to pay more for less. The state should transfer
responsibility for assessment from townships to counties.

The study recommends much stronger, independent,
state-mandated equalization study standards. The DLGF should
implement a strict requirement that ALL sales, regardless of
whether they should be included in a ratio study or not, be
transferred to the state. The state should commit resources to
enable a state (not local) independent, professional equalization
study after every general reassessment. These studies should
be conducted more often, if necessary, to ensure assessment
quality statewide.

The state should set as a goal the adoption of a current
use (value in use) market value standard, which would imply
changes to assessments whenever warranted by physical and
economic changes. The Indiana assessing officer education,
examination and certification programs need to be strengthened.

I N F O R M A T I O N  L I N K

Resources: Mark Brown, research director at the Indiana
Fiscal Policy Institute (IFPI), is the primary author of the
study. Steven Johnson is president of IFPI. Contact IFPI
at (317) 237-2890 or at www.indianafiscal.org


