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SUMMARY

Douglas County appealed a Nebraska Tax Equalization and Review Commission order increasing the

assessed value of commercial property in the county by 7 percent. The Nebraska Supreme Court

reviewed whether TERC's findings and adjustment were supported by competent evidence and

consistent with statutory equalization requirements, including issues concerning sales chasing,

assessment-sales ratios, and uniformity and proportionality of taxation.
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Douglas County appealed the Nebraska Tax Equalization and Review
Commission's order increasing the value of commercial property in
Douglas County by 7 percent. The Nebraska Supreme Court granted
the county's petition to bypass the Nebraska Court of Appeals.

Under Neb. Rev. Stat. § 77-5019(5), the court reviews TERC's
decision for error on the record, asking whether the decision conforms
to law, is supported by competent evidence, and is not arbitrary,
capricious, or unreasonable. Questions of law are reviewed de novo on

the record.
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QUESTIONS PRESENTED

1. Whether TERC's findings that Douglas County's commercial-property assessments were inequitable,
that sales chasing had occurred, and that a 7-percent increase was necessary were arbitrary, unsupported

by competent evidence, or contrary to law.

2. Whether TERC improperly treated Douglas County differently from other counties by relying on one
year of sales data rather than a three-year period, in violation of the uniformity clause of the Nebraska

Constitution.

3. Whether TERC was barred by res judicata from relying on prior-year sales data or making findings
inconsistent with its prior equalization proceedings.

4. Whether TERC's order violated the Nebraska Constitution's separation-of-powers or due-process

guarantees.

HOLDINGS

1. TERC's findings that sales chasing had occurred, that the prior sales data was unreliable, that the 4-
percent time adjustment was unsupported, and that a 7-percent increase was necessary were supported

by competent evidence and were not arbitrary, capricious, unreasonable, or contrary to law.

2. TERC did not violate Nebraska's constitutional uniformity requirement by using one year of sales data
for Douglas County because substantial evidence showed that the county's longer-period data had been

contaminated by sales chasing, while no such contamination was shown for the comparison counties.

3. Res judicata did not bar TERC from using prior sales data or evaluating the reliability of that data in the
later tax year because tax-year assessments involve distinct issues and the relevant property values had

not previously been adjudicated.

KEY QUOTATIONS

“"Sales chasing" was demonstrated by the 14-percent decrease in the median level of assessment between the
last quarter of 1998, when the prior assessor was in office, and the first two quarters of 1999, when Morrissey

took office, based on the trimmed profile for commercial property.” (424)

“Based upon the factual situation presented, we cannot say that TERC erred in using only 1 year of sales data

to evaluate the level of assessment of the commercial property in Douglas County.” (427)

FACTUAL BACKGROUND

For tax year 2000, Douglas County's commercial-property assessment-sales ratio was reported as 90 percent
based primarily on one year of sales data, while the statutory acceptable range was 92 to 100 percent. The



Property Tax Administrator applied a 4-percent adjustment to raise the reported ratio to 94 percent, but TERC's
expert testified that the adjustment was not a professionally accepted mass-appraisal method. TERC found that
the county's prior assessor had engaged in sales chasing, causing a substantial decline in the assessment-sales
ratio after January 1999 and rendering earlier sales data unreliable. TERC therefore ordered a 7-percent increase

in commercial and industrial real-property values to bring the median assessment-sales ratio to 96 percent.
PROCEDURAL HISTORY

For the 2000 tax year, TERC determined that Douglas County's commercial-property assessments were unjust
and inequitable because sales-chasing had tainted earlier assessment-sales data and the Property Tax
Administrator's 4-percent time adjustment was unsupported. TERC ordered a 7-percent increase in commercial
and industrial real-property values. Douglas County appealed to the Nebraska Court of Appeals, and the
Nebraska Supreme Court granted a petition to bypass.
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