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SUMMARY OF KEY POINTS

1. Appraisers in the Assessor-Treasurer’s Office have high workload compared
with their colleagues in other jurisdictions. However, they are managing to
complete the 2009 residential physical inspections in a timely manner.

2. There is no need to increase the number of appraisers at this time because the
Assessor-Treasurer’'s Office does not have to conduct physical inspections in
2009 that were scheduled but not conducted in 2008.

3. The Department of Revenue encourages submission of a new county
revaluation plan. This report recommends that the Assessor-Treasurer
propose to the state a new six-year county revaluation plan for 2010 to 2015
that re-schedules physical inspections.

4. There is no reason to believe that individual property taxpayers were harmed
by missed physical inspections of their homes in the past. Tax revenues are
likely to have been lower than if all physical inspections had been conducted as
scheduled.

5. The Assessor-Treasurer’s Office could absorb a budget reduction of $150,000
without layoffs.

Note on Compliance with Audit Standards

We conducted this special study in accordance with generally accepted government auditing
standards. Those standards require that we plan and perform the audit work to obtain sufficient,
appropriate evidence to provide a reasonable basis for our findings and conclusions based on the
audit objectives. We believe that the evidence obtained in the short time available for the study
provides a reasonable basis for our findings and conclusions based on the audit objectives.

Time was not available for a technical review of a draft report by the Assessor-Treasurer, but the
Council chair has indicated that the Assessor-Treasurer will have an opportunity to testify at the
March 31 public hearing on the supplemental budget ordinance.



A. Objectives

At the request of the Pierce County Council, performance audit staff conducted a
brief study of selected issues related to matters raised by the Pierce County
Assessor-Treasurer. The study has three objectives:

1. Identify the requirements of state law about real property assessments,
physical inspections, Assessor-Treasurer staffing, and related issues.

2. Analyze Assessor-Treasurer workload by developing comparative data on
staffing numbers, approaches, and performance measures in Pierce County
and other jurisdictions.

3. Analyze the Assessor-Treasurer budget to determine the impact of a 3%
cut ($250,000 or $324,000 in the two versions of the proposed budget) and
suggest alternatives if needed.

The methodology used to address the objectives included a careful review of the
materials distributed by the Assessor-Treasurer on March 11 at a public hearing,
two meetings with the Assessor-Treasurer and staff, follow-up discussions with
staff on data details, a meeting with Department of Revenue officials, review of the
RCW and WAC provisions on the matters at issue, analysis of comparative
staffing data in Department of Revenue publications and current 2009 data
compiled by DOR for this study, phone discussions with the Snohomish County
and Thurston County Assessor offices, and analysis of the Assessor-Treasurer’s
budget based on review of ERS budget data and discussions with key contacts.

B. Background

On March 11, 2009, the Pierce County Assessor-Treasurer reported in testimony
to the County Council that county appraisers under the administration of the
previous Assessor-Treasurer had not conducted a large number of physical
inspections of properties required under state law.

In response, the County Council introduced a resolution on March 17 that
requested performance audit staff to conduct a preliminary review and report to
the Council by March 30 on Assessor-Treasurer staffing needs to meet the
minimum requirements of state law for the Assessor responsibilities of that office.
The resolution was enacted on March 24 and is attached as Exhibit 1.

As requested in the Council resolution, this report provides information on state
requirements on property tax assessments, physical inspections, agency staffing,
and related matters and also on comparative staffing and workload in other
jurisdictions.



The resolution specifies a reporting date of March 30 because the Council is
scheduled to take action on March 31 on a supplemental budget ordinance that
reduces funding of many county departments. A reduction in spending authority is
needed because Pierce County projected revenues, as in many other counties,
are now lower than expected when the 2009 budget was prepared last year.

In testimony to the Council on March 11, the Assessor-Treasurer requested that
the Council not reduce his agency’s budget on the grounds that the physical
inspections that were scheduled but not done in 2008 must be done in 2009. This
would have a huge impact on the agency’s workload and could not be completed
with the present staffing level or a reduced staffing level.

Matt Temmel and William Vetter of the performance audit staff worked on this
project between March 18 and March 30, with consulting assistance by Don
Duncan, a former Pierce County chief appraiser (1979-92). Mr. Duncan is well-
informed, objective, and independent, and he provided crucial information and
insights on appraisal issues and practices and a working knowledge of what is
required under state law. We are very grateful for his assistance.

C. Impact on Property Taxpayers

Pierce County operates on an annual cycle of property revaluation and is required
under state law to conduct physical inspections of parcels once every six years.
As revealed by the Assessor-Treasurer on March 11, Pierce County did not
conduct all physical inspections as required under state law on a regular basis
since 2004 or earlier under the administration of the previous Assessor-Treasurer.
Some scheduled physical inspections were conducted during those years, but
many were not. Properties were revalued by comparable sales analysis and other
statistical means.

What was the impact of the lack of physical inspections? According to the experts
with whom we conferred, it is likely that individual taxpayers were not harmed.

= Parcels with unpermitted construction likely received lower property
assessments than would have occurred if every property scheduled for
physical inspection had actually been inspected. The loser in such
instances was Pierce County, not the individual taxpayer.

= Taxpayers whose properties had deteriorated or been destroyed may have
been affected by lack of physical inspection if the revaluation did not catch
the deterioration or destruction by other means. Such taxpayers, however,
had the opportunity to appeal if they considered their assessment was
unfair.



D. Requirements of State Law and Current Workload

State statute (RCW 84.41.041) requires each county assessor to conduct a
physical inspection of taxable real property every six years, in accordance with a
plan filed with and approved by the Department of Revenue. During the intervals
between each physical inspection, property is to be adjusted to its “current true
and fair value” once a year based on “appropriate statistical data.” A physical
inspection is defined in state rule, WAC 458-07-015(4)(a), as “an exterior
observation of the property to determine whether there have been any changes in
the physical characteristics that affect value.”

In recent years, it is clear that physical inspections did not take place once every
six years for a large number of residential and commercial parcels in Pierce
County. In the limited time available, this study focused on reviewing the current
situation regarding physical inspections and related workload issues.

We briefly reviewed the progress in conducting physical inspections scheduled for
the 2009 inspection cycle. Physical inspections of the 42,000 residential parcels
scheduled in this cycle began in August 2008, have continued at a regular pace,
and will be completed within the next two weeks.

The commercial property appraisers began physical inspections for this cycle in
February 2009 and will not be able to finish the scheduled physical inspections by
May 31, the date specified in state statute. This factor, along with the steep
upward trend in commercial appeals, might be cited as a reason to increase the
number of commercial appraisers.

However, under a 1982 decision by the state Supreme Court,’ counties are not
required to complete the revaluation work by May 31, and only five or six counties
in the state actually do so. Thurston County, for example, closes its assessment
rolls in October and sends out the new valuation notices at that time. Taxpayers
then have 30 days to appeal to the county Board of Equalization.

Two conclusions may be expressed based on the material presented so far.

1. Under the law, Pierce County has flexibility in the date by which physical
inspections and property revaluations must be completed.

2. Pierce County appears to have sufficient staff to complete the revaluation
work and meet the minimum requirements of state law. However, as shown
below, the appraisers have high workload compared to their colleagues in
other counties.

! Niichel v. Lancaster, 97 Wn.2d 620, 647 P.2d 1021 (1982).



Under a state administrative rule, WAC 458-07-015 (4)(c), properties that were
scheduled for a physical inspection in 2008 but did not have one are supposed to
be physically inspected in 2009 (before those scheduled in 2009 are inspected).
According to the Assessor-Treasurer, the number of physical inspections missed
in 2008 is over 14,000 residential parcels and an unknown number of commercial
inspections. What should be done?

Materials distributed by the Assessor-Treasurer on March 11 (at tab C of the
booklet) contain notes of a management meeting on January 23, 2009 at which,
according to the notes,

‘[The Assessor-Treasurer] said that the problem was solved and we would
move forward with the 6 year cycle. We will not have to make up last years
missed physical inspections (Pl).”

The Assessor-Treasurer then requested a legal opinion from the prosecutor’s
office on his responsibility under the law.

The legal opinion (January 26, 2009) was included as tab D of the materials
distributed on March 11 and is reproduced as Exhibit 2 in this report. The question
addressed by counsel was whether the Assessor-Treasurer has a legal obligation
“to correct property tax assessments levied during your predecessor’s
administration that may have been based on valuations determined without the
physical inspections required by RCW 84.41.041.”

The legal opinion concludes that the Assessor-Treasurer is not obligated and has
no authority under state law to revise previous property assessments because
physical inspections were not always conducted as scheduled. According to the
legal opinion, “assessors do not have the legal authority to go back and change
prior assessments entered upon the tax rolls by their predecessors, even if the
underlying values were determined without physical inspections.” (Exhibit 2, p. 2).

The legal opinion also points out that the taxes have already been collected, and
there is no practical way to re-assess property on a retroactive basis with any
degree of accuracy.

We met with officials of the Department of Revenue to discuss this matter and
related issues. Although concerned that physical inspections did not occur as
scheduled under the current revaluation plan,? the Department is not considering
legal or administrative action against Pierce County, such as requesting the
County Council to provide additional funding to increase staff.

? Department officials also noted that Pierce County’s 2008 annual “progress report” reported incorrectly that
the scheduled physical inspections were accomplished.



At the meeting we also learned that the Department of Revenue does not plan to
require the Assessor-Treasurer to conduct in 2009 the physical inspections that
were scheduled but not conducted in 2008.

Instead, we were told that the Department of Revenue would be receptive to a
proposal for a new Pierce County six-year revaluation plan, especially if the
properties that should have been but were not inspected in 2008 are proposed for
inspection in the first year of the new plan. The new plan would cover the years
2010 to 2015. It would involve a re-structuring of the schedule of physical
inspections, not a moratorium on property reassessments.

Recommendation 1

The Pierce County Assessor-Treasurer should propose to the state
Department of Revenue a new six-year county revaluation plan for 2010
to 2015 that re-schedules physical inspections.

E. Staffing Trends

The Pierce County Assessor-Treasurer’s Office was created by the Home Rule
Charter that took effect in 1981. Exhibit 3 is a large table that presents annual
staffing figures and related information. To summarize:

m Total staffing was flat in the early and mid-1980s, with 80 or 81 total staff.
m Staffing rose from 80 in 1989 to just over 100 in 2001.

m Starting in 2003, when the current CAMA (computer-assisted mass
appraisal) system started operation, agency staffing began to decline,
dropping to 90.6 in 2008 and 86.6 in the current 2009 budget.

The above figures refer to staff funded in the General Fund. Today, the Assessor-
Treasurer’s Office has 89.5 staff positions, including 86.6 staff funded in the
General Fund and 2.9 foreclosure staff funded from the Treasurer’'s maintenance
and operation fund, a non-budgeted revolving fund.

The number of appraisers has increased from 31 in 1985 to 36 today, a 16%
increase. Almost all of the growth in the number of appraisers occurred in the late
1980’s and early 1990’s. With minor exceptions, the number of appraisers has
been “flat” since the early 1990’s, when Pierce County had 35 or 36 appraisers,
compared with 36 today.

The number of parcels in Pierce County has increased from 222,000 in 1985 to
approximately 324,000 today, a 46% increase. The number of required physical
inspections has increased accordingly, as roughly one-sixth of the parcels are to
be scheduled for inspection each year.



F. Comparisons with Other Jurisdictions

Staffing and expenditure comparisons with other jurisdictions are complicated
because the other offices are Assessor offices, while Pierce County is the only
county in the state to combine Assessor and some Treasurer functions in one
office. Treasurer functions are also located in Pierce County Budget and Finance.

Given the different structure and functions of the Pierce County office, it is best not
to compare total staffing with that in the other offices because it is difficult to
identify the portion of Assessor-Treasurer staffing that refers to assessment
functions. The same problem limits the ability to compare assessor budgets or
expenditures across counties.

Many comparative measures are reported annually by the Department of Revenue
in its published reports. The best available comparative measure for the present
study, in our opinion, is the appraiser staffing level expressed as the number of
parcels per appraiser. This is a measure of appraiser workload and staffing need.
Appraisers are defined as working appraisers who have that job classification,
including chief appraisers and supervisors but excluding appraisal clerks.

Exhibit 4 is a current snapshot of parcels per appraiser in the various county
assessor offices. Pierce County, at almost 9,000 parcels per appraiser, has the
highest number by far. The second highest is Snohomish County with a little
under 8,000 parcels per appraiser. The other jurisdictions have 5,400 to 7,400
parcels per appraiser.

It should be emphasized that these are current 2009 data as known on March 27.
The figures could change if counties make budget reductions later this year.

Exhibit 5 shows the historical trend going back to 2000. Pierce County and
Snohomish County have consistently had the highest number of parcels per
appraiser. As shown in the exhibit, Snohomish used to rank highest, but Pierce
County has had the highest number since 2004.

Based on the comparative data cited above, it is clear that appraisers in the Pierce
County Assessor-Treasurer’s Office have the highest workload in terms of physical
inspections per appraiser.



G. Budget Analysis

In testimony to the County Council on March 11, the Assessor-Treasurer indicated
that a budget cut of $324,000 (the amount proposed by the County Executive)
would require layoffs of five to six employees, including four to five appraisers and
one Segregator Technician. Since that time, the County Council has reduced the
proposed budget cut to $250,000 and is due to take final action on March 31.

Based on a quick review of the Assessor-Treasurer’s detailed budget, without
having had time to observe work processes or conduct an in-depth study, we have
three comments.

First, as shown by the comparative workload data previously presented, it is not
advisable to lay off appraisers. In fact, Pierce County may need a plan to provide
for a long-term increase in appraisers or other staff members who can collect data
in the field and do related office work to support the appraisal functions.

Second, it appears that a budget reduction of $150,000 and perhaps up to
$175,000 could be absorbed without layoffs. The main opportunity for savings is
the vacant Deputy Assessor-Treasurer position. It is budgeted at approximately
$116,000 for salary and benefits, plus associated costs for telephone, computer,
and other items. The Deputy Assessor-Treasurer position has been vacant since
August 31, 2007. The position was not funded in the 2008 budget, but it is funded
in the current 2009 budget.

On other items, based on less than three months of actual expenses, it appears
that agency fleet rental costs may be budgeted a little too high. More importantly,
agency operating expenses are currently running $50,000 lower than expected,
mainly because of lower expenses than budgeted for software maintenance.

Third, a budget reduction that exceeds $150,000 to $175,000 would appear to
require layoffs. Currently, the Segregation unit does not have a backlog of work,
so it may be possible to eliminate one position in that area. Estimated savings this
year are approximately $45,000 in salary and benefits for a layoff by May 1.

Overall, it appears that the opportunities for budget reductions in the Assessor-
Treasurer’s Office are fairly small because the agency’s budget was already
reduced by four positions in the current 2009 budget.
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