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Good morning, and thank you for inviting me here to testify.  My name is Eric Montarti, and I am a Senior Policy Analyst with the Allegheny Institute for Public Policy, a non-profit, non-partisan research and education organization based in the South Hills.  
We have followed the assessment issue as it applies to Allegheny County and the Commonwealth of Pennsylvania for many years now.  This morning I would like to share some research we did two years ago on just how out of step Pennsylvania’s assessment system is in comparison with other states.  It is our hope that this research can help policymakers answer some of the questions they have about how best to reform the assessment system.  
We obtained survey data from the International Association of Assessing Officers, also known as the IAAO.  Their year 2000 survey on assessment practices in the U.S. and Canada provided us the insight for good comparisons between Pennsylvania and the remaining 49 states.  (Property Tax Policies and Administrative Practices in Canada and the United States, International Association of Assessing Officers, 2000) 
Here are the four questions we wanted to answer:

1) Who conducts assessments?

2) How often are assessments conducted?

3) Does an oversight agency audit local offices?

4) Who verifies the sales data?

Who Conducts Assessments? (Slide #1)
Specifically the IAAO survey asked respondents to “Please list the number of assessing units at various governmental levels and the types of property that each assessing unit is responsible for establishing the initial values”

According to the data, there is a fairly wide variation in the governmental unit—state, county, municipality/town, or other unit—that is responsible for assessing property.  The survey has a count of the total number of assessing units in each state.  They range from 1 in Maryland, where the state handles all assessments, to 1,897 in Wisconsin where the state, municipalities, townships, and other units have assessment power.  It is safe to say that in the U.S. the county is the primary assessing agent, having a role in over half of the states.  In states where the state government has a role in assessing property, it is usually limited to railroads, mining, or utility property.

Pennsylvania had a total of 67 assessing units, corresponding to the 67 counties in the Commonwealth.  There were seven other states where the state itself has no role in assessing any property—Connecticut, Delaware, Hawaii, Maine, New Jersey, Rhode Island, and Texas.  Because of this similarity, this group of states will be used to examine the other indicators related to assessment.
How Often are Assessments Conducted? (Slide #2)
The specific question was ““Does state/provincial law specify a requirement for periodic reappraisal of property?”

This question was geared at finding out the frequency at which reassessments were conducted as directed by state law.  As we know now Pennsylvania law allows for either a base year or current market value assessments, thus no stipulated frequency of when reassessments are to be conducted.  Here in southwestern Pennsylvania we have assessment years ranging from 1969 in Butler County to 2003 in Fayette and Greene counties, with others falling in between those points.  
According to the IAAO survey, there are only three states in our group of eight that have no set assessment cycle—Pennsylvania, Delaware, and New Jersey.  

Does an Oversight Agency Audit Local Offices? (Slide #3)
The IAAO asked “Does your state/provincial agency conduct a performance audit or review of assessment procedures or practices in local assessors’ offices?”  In Pennsylvania this would likely fall to the State Equalization Board, the Auditor General’s office, or the Department of Revenue.  Again, the point of this question is to determine which agency, if any, is “checking the work” of the reassessing entity.
Only Delaware and Pennsylvania responded with a “no”
Who Verifies the Sales Data?(Slide #4) 
The Association asked “Who verifies sales data? (a) state/provincial agency, (b) local assessing office, (c) other, describe”.  Delaware answered “local” while Pennsylvania answered “other”, and described other as none.  

So here is the assessment system in Pennsylvania—the state does not assess any property, does not mandate a reassessment cycle, does not perform any audits, and neither the state nor local level officials verify sales data.  All the other states in the sample had some aspect that puts them ahead of Pennsylvania’s system—they either mandate a reassessment cycle, audit on a regular basis, or verify sales.  No state in this eight state sample responded like Pennsylvania did in the IAAO survey.  

Even further that that, Pennsylvania does not provide legal or technical advice, direct on-site help, computer modeling, review of contracts, or inspections.  

Yet property taxes are constantly maligned and the state has attempted numerous “fixes” for the burden of the tax: the lottery, slot machine gaming, homestead exemptions, Act 1 for school taxes and statewide referenda questions to reform them.  

What Would a Reformed Assessment System Look Like? (Slide # 5) 
Clearly, the mandate to the state is to reform the property tax system.  The reform package would include the following characteristics: 

1. The Department of Revenue, State Tax Equalization Board, or a new agency should have oversight responsibility that includes testing and certifying assessors, ensuring that counties are reassessing in a timely manner and establishing the statistical criteria for accuracy.  In all likelihood the General Assembly will have to provide funding to set up the state oversight and assist with the revaluation programs around the Commonwealth. 

2. Reassessments would be performed at least every three years.

3. Increases from the initial reassessment would have to result in a rollback of millage rates to eliminate windfalls, no exceptions. In subsequent reassessments, no more than a three percent windfall would be allowed.  

4. Voters get the power of referendum to approve all millage rate increases, no exceptions; school, municipal or county.   This would ensure that the state’s taxpayers are being assessed equitably, fairly, and up-to-date and that they have control over their taxes.  

Thank you for your time and I’d be happy to answer any questions.  

