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What are Special Assessments?

A tax on specific properties to 
cover, in whole or in part, the cost 
of a specific improvement project 
that benefitted those properties.



Purpose of Special Assessments

To provide a funding source other 
than general taxes, state aid or 
grants.

To force property owners to pay for 
improvements that directly benefit 
their property.



Authority for Special Assessments - 
Charter

Charter cities have broad authority to 
create their own assessment process, 
with some limitations.

Can choose between a charter 
process and the normal Chapter 429 
process unless charter is exclusive.



Authority for Special Assessments – Ch. 
429

Very specific procedure that:
Is restricted to defined “improvements” 

and certain “special charges”
Ensures due process for property owners
Provides for the right to appeal



Special Assessments Process

 Initiated by the Council, either on its own 
initiative or because a petition was submitted.

 Council orders a feasibility report (is project 
necessary, cost-effective and feasible, and 
what is the cost?)

 Council may request preliminary benefit 
evaluation

 Public hearing (the “improvement hearing”)



Special Assessments Process - 
continued

Council bids the work and enters into 
contracts

Project is completed (or can assess first)
 Engineer prepares assessment roll
Public hearing (the “assessment hearing”)
Council approves assessment roll



Special Assessments Process - 
continued

Property owners have opportunity to 
appeal to district court 
Council retains appraiser

Assessments are levied for certain 
length of time and at a certain interest 
rate, with possible deferrals



Special Assessment Policies

Not required.  Not referenced in any state 
law.  LMC has a template available.

 Idea is to express the City’s position on 
when and how special assessments will be 
imposed.

Usually drafted after public input.
Can be very detailed or more conceptual.



Special Assessment Policies - 
continued

Having a policy can promote 
consistency across projects and 
changing city councils.

Provides the public with notice of how 
improvement projects will be financed.



Special Assessment Policies - 
continued

Regardless of what the policy says, the 
benefit rule controls: the benefit to the 
property must exceed the cost of the 
assessment.



Potential Legal Issues

Petition defects
Procedural defects
Benefit does not exceed the 

assessment – by far the most common 
appeal issue.  Battle of appraisers.



Avoiding Pitfalls 

Watch your procedures!
Obtain good advice on benefits early 

on.  Not all projects will support 
substantial assessments.  More people 
are willing to challenge them than 
before.
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Overview

• Role of the Appraiser

• What is Special Benefit?

• Types of Reports

• Helping the Appraiser

• Common Questions



Role of the Appraiser

• Determine market benefit to property as a result of a project

• Consult with the city about the assessment policy and how it relates to 
market value

• Provide preliminary benefit ranges to classes of properties in a project

• Explain and assess potential litigation risk prior to the adoption of the 
assessment role



What is Special Benefit?

Minnesota Statute 429.051:

• “…the cost of any improvement, or any 
part thereof, may be assessed upon 
property benefited by the 
improvement, based upon the benefits 
received, whether or not the property 
abuts on the improvement.”

What this means to an appraiser or city:

• The “benefits received” is the 
difference in value before the project 
and then after the project

• The effective date of value is a key 
component for measuring benefit, it is 
the day the city council adopts the 
assessment role

• The effective date of value can be 
before or after the project is completed



What is Special Benefit?

Project components that may benefit a 
property:

• Streetlights

• Sidewalks

• New watermain

• New sanitary sewer

• Road reconstruction

• Mill and overlay

• Stamped concrete

• Artistic installations



Measuring Special Benefit

• Special benefit can be difficult to measure in the market

• Appraisers try to isolate only the components of the project when valuing a property

• Consider a mill and overlay project

• Before: Old road, cracks, etc.

• After: New asphalt, no cracks, etc.

• Try to find sales of properties in the Before scenario with old roads. Then, try to find sales of 
properties with newer roads or better condition roads.

• The difference between these two values is the special benefit

• Residential homes and vacant land are the most straightforward to show. Complexity 
increases with commercial, industrial, office, and apartment properties



Types of Reports

• Initial benefit letter

• Useful prior to setting the assessment role to ensure the proposed 
assessments are consistent with the market

• Restricted appraisal

• Useful prior to setting the assessment role for a specific property

• Appraisal report

• Typically used during an appeal of an assessment amount in 
district court



Helping the Appraiser

• Have descriptions of the existing improvements:

• Age of the road, watermain, or sanitary sewer

• Photographs of the improvements before the project

• Notes of any infrastructure issues, such as watermain breaks or 
sewer backups

• The goal is to show and emphasize how the project changes and 
benefits a property. This is very useful in district court when explaining 
why the project is important and that it does benefit the property



Common Questions

• Should the assessment roll be adopted by the city council before or after the 
project is completed?

• Either option is valid

• Assessing after the project is completed allows residents to see the new 
project and appreciate the updates

• This can help residents understand that the project does benefit their 
property and that the assessment amount might be reasonable

• Helpful if going to district court to show the judge the before and after photos



Common Questions

• A property owner claims that the county assessor’s value did not change or go 
up as much as the assessment amount for a road project. Therefore, there is 
no or limited benefit to their property.

• Potential responses:

• The county assessor only sets values every 12 months. The law for special 
assessments requires the market benefit to be established on a specific 
date.

• The county assessor has different standards when valuing a property; the 
value changes from year-to-year do not isolate the road project, which is the 
standard required by the court.



Flat Rate Assessments
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Why did Chanhassen move to a Flat Rate?

• Not a common policy that we are aware of
o Takes the per/unit approach one step further by predetermining the assessment amount

• Based on a very complicated 2024 Street Improvement project with a heavy mix of property types, our 
City Council was looking for ways to make the assessment process less painful and more simplified

• Our policy at the time was a 60/40 split, and could be based on front footage, area, or vehicular trips

• First became aware of a flat rate concept from the City of Savage, which uses it for Mill & Overlay projects
o We expanded the concept to include FDR and Full Reconstruction projects as well

• After contemplating it and running the numbers, staff’s opinion was that the Pro’s far outweighed the 
Con’s



Why a Flat Rate?

Pro’s Con’s
It creates a known amount, far in advance
• Make it easy for the residents to plan for

Risk of appeal due to not being specific to the project

It’s easy to administer
• Savings on consultant costs and city staff time

It had a short-term impact on our PMP fund due to number of 
upcoming full reconstruction projects

It’s fair, equitable, and repeatable Risk of opposition concerning previous assessment amounts

It’s easy to understand and communicate

The rates fell within the probable special benefit test



Flat Rate Applicability

• Three rehabilitation techniques
o Mill and Overlay
o Full Depth Reclamation (FDR)
o Full Reconstruction

• Single Family residential property types only
o Not calculated based on vehicular trips, property size, or frontage
o This is the majority of our projects



Flat Rate - Mill and Overlay

• The 2025 rate was set at $2,850/unit

o The average of the actual assessment from the previous 20-yrs, together with the 
calculated assessments for the future 10-yr CIP (adjusted for inflation @ 3%), was 
$2,794/unit

o Taking into account the number of parcels (density) of the planned projects, and balancing 
the assessed cost vs. city cost, the amount needed to be adjusted up from the average rate

o Previously communicated assessment range had been $2,000 - $4,000/unit (based on 
historical averages)

o The midpoint of the probable special benefit received by a M&O was $4,893/unit
 ~41.8% higher than the proposed amount



Flat Rate - Full Depth Reclamation

• The 2025 rate was set at $5,000/unit

o The average of the actual assessment from the previous 5-yrs, together with the 
calculated assessments for the future 10-yr CIP (adjusted for inflation @ 3%), was 
$4,506/unit

o Taking into account the number of parcels (density) of the planned projects, and balancing 
the assessed cost vs. city cost, the amount needed to be adjusted up from the average 
rate

o Previously communicated assessment range had been $3,000 - $5,000/unit (based on 
historical averages)

o The midpoint of the probable special benefit received by a FDR was $6,438/unit
 ~22.7% higher than the proposed amount



Flat Rate - Full Reconstruction
• The 2025 rate was set at $9,270/unit

o The average assessment for full reconstruction projects completed since 2004 (adjusted for 
inflation) was $8,097/unit

o The average assessment for future reconstruction projects over the next 10-yrs (adjusted for 
inflation @ 3%) was calculated at $16,168/unit
 Based on the number of parcels (density), this would shift ~$3.56M in costs from 

assessments to the City (an average of $356k/yr)

o Previously communicated assessment range had been $8,000 - $10,000/unit (based on 
historical averages)

o The midpoint of the probable special benefit received by a reconstruction project was 
$9,013/unit



Updating the Flat Rate
The rates will be reviewed annually with the adoption of the Fee Schedule

• The annual adjustment will be tied to a construction inflation indicator (3% was used for the 
cost projections), but since the feasibility studies are typically completed by December, the 
actual project projections should be known

• Every 3-5 years, a more detailed review of costs will be done to reconcile the rates
o This will include updating the probable special benefit appraisal to mitigate risk of appeal

• The MS 429 process will still be used

Rehabilitation Type Flat Rate Assessment - 2026
Mill and Overlay $ 2,940/unit

Full Depth Reclamation $ 5,150/unit

Full Reconstruction $ 9,550/unit



The Process
• It took 3 work sessions with our City Council to get this agreed to

o Formally approved with an update to our Assessment Policy, done at a regular Council meeting 
(on consent)

o The City Council’s major concern was how would it impact our PMP Fund and our 10-Yr CIP



The Outcome

• We’re in our 2nd year of projects’ using the Flat Rate
o Our 2025 project (which was a mix of FDR and full recon) received no negative comments 

concerning the Flat Rate

• No appeals to date
o But we hadn’t had any in recent history regardless

• So far so good!
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