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OPINION AND ORDER OF COURT
DATED NOVEMBER 10, 2009

WETTICK, J.
‘ BACKGROUND

This lawsuit was instituted by property owners residing within Allegheny County
seeking to compel Allegheny County to conduct a countywide reassessment. The
property owners contended that Allegheny County’s use of a 2002 base year market
value for an indefinite number of years violates the Uniformity Clause of the
Pennsylvania Constitution because over time base year assessments inherently cause
significant disparities in the ratio of assessed value to market value.

| ruled in favor of the property owners in a June 6, 2007 Decision/Opinién and -
Order of Court, Summary, 155 P.L.J. 224 (2007)." | entered a court order declaring that
the provisions in Pennsylvania's assessment laws which allow counties to set assessecf
values by using base year market vaEQes without the requirement of periodic
reassessments violate the Uniformity Clause.

At the time | was considering plaintiffs’ challenge to Aiiegheny County's use of a
2002 base year assessment system, every county in Pennsylvania was valuing property
through a base year system. Consequently, | did not require Allegheny County to

immediately conduct a reassessment:

'"The entire Opinion can be found on-fine at: prothonotary.county.allegheny.pa.us, click
on “Case Search” in the three blocks enter gd, 05, and 028638, page down and click on
“Document 34" in the far right column,
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Because my ruling involves a statewide issue—the constitutionality of
the use of a base year method of assessment that every county in the
Commonwealth uses—and because Allegheny County's assessments
are moreé uniform than the assessments of most other counties,
Allegheny County should not be governed by reassessment standards
that do not apply to Pennsylvania’s other 66 counties. Thus, the
interests of justice are served by permitting Allegheny County to
continue to assess property in the same manner as all other counties
while the anticipated appeal from my ruling is pending in the
Pennsylvania Supreme Court. Also, this will permit the General
Assembly to consider whether to enact assessment laws similar to .
those of other states. /d. at 226.

- Through an April 29, 2009 Opinion, the Pennsylvania Supreme Court rejected my
ruling that legislation permitting property to be assessed through a base year system
that never provides for a reassessment is facially unconstitutional because it is not
designed to achieve current fair market value. 969 A.2d 1197 (Pa. 2009). However, the
Court ruled that “for many of the same reasons cited by the trial court, we hold that the
base year method of property valuation, as applied in Allegheny County, violates the
Uniformity Clause.” Id. at 1201.

In the final sentence of its Opinion, the Pennsyivania Supreme Court remanded
the matter to the trial court “to determine Allegheny County’s progress in executing a
countywide reassessment and to set a realistic timeframe for its completion.” /d. at
12312

At a September 14, 2009 conference, the parties were unable to agree as to a

reaiistic timeframe for completion of a countywide reassessment. Plaintiffs proposed an

immediate reassessment through computer-based trending that would govern year

20n May 22, 2009, Allegheny County filed with the Pennsylvania Supreme Court an
Application for Relief and for Stay of Remand of Record. On August 7, 2009, the Supreme
Court denied the Application and directed the Prothonotary to remand the record.
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2010. Allegheny County contended that the 2010 reasséssment that plaintiffs proposed
would not meet accepted standards of fairness; this would not occur without a
reassessment that included the visual inspection of all properties within Allegheny
County (hereinafter referred to as a “comprehensive reassessment’). Consequently, at
this conference, | entered a case managen&ent order setting dates by which discovery
will be furnished and expert reports will be filed and providing for an October 19, 2009
trial.

Prior to trial, each party filed one expert report; At the October 19, 2009 trial,
each party offered the testimony of the expert who authored the report. Neither party
called any other witness. | |

Robert C. Denne is the witness whom the property owners presented. Mr.
Denne has been employed in the assessment field for his entire career, including
employment with the International Association of Assessing Officers (“IAAO”) from
1974-1993. He served as the IAAO’s Deputy Executive Director from 1985-1993. His
areas of expertise includé statistical aspects of property taxation, equaiization and
quality control, valuation model building, performance audits, and information
technology.

Deborah K. Bunn was the witness whom Allegheny County presented. Ms. Bunn
has also beeﬁ employed iﬁ the assessment field for her entire career, beginning with
her employment with the Assessor’s Office of the City of Norfolk, VA, in 1969. .She
served as the Chief Assessment Officer of Allegheny County from Oétober 2004 to
December 2007. She has had no connection with the Allegheny County assessments

after December 2007.
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PRIOR COUNTYWIDE ASSESSMENTS

Pursuant to a consented to court order, a countywide assessment was
completed in 2000 and used for the year 2001. As of 2001, the Administrative Code of
Allegheny County provided for annual reassessments. Consequently, in 2001 the
County Assessment Office performed a reassessment for use in year 2002.°

In 2002, Allegheny County amended the Administrative Code (Legislative File
0733-02) to provide that the 2002 assessment would serve as a base year for years

2003-2005. The ordinance also provided that the assessments for 2006 would be.
| established and furnished to the property owners by April 1, 2005, with an immediate
right of appeal.

Pursuant to the 2002 Assessment Ordinance, beginning in 2004 the Asseésment
Office conducted a computer-assisted reassessment for use in the 2006 tax year. As of
early 2005, this reassessment, as to the County, met the uniformity standards of a COD
of 15 or less and a PRD between .98 and 1.03 prescribed by the County Code and the
IAAO.* However, it was never certified.

Ms. Bunn testified that when she assumed the position of Chief Assessment
Officer, the Assessment Office was still establishing values, meaning that its employees
were massaging the early values based on the models and the cost tables of the

Assessment Office. She was prepared to continue to work on adjustments prior to

*rhe 2002 assessment did not involve field inspections; it adjusted neighborhoods and
created new neighborhoods (10/19/09 Trial Transcript, T. 94).

*A price related differential (PRD) is the widely accepted statistical indicator of inequity
between high-value and low-value properties. A coefficient of dispersion (COD) is the widely
accepted statistical indicator of inequality in tax assessments. See Concurring Opinion of
Justice Baer in Clifton v. Allegheny County, supra, 969 A.2d at 1234-35.
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certification. She was told to stop working because the County decided to use the 2002
assessment as a base year for 2006 and subsequent years. She testified that if given
the opportunity to work on adjustments, she believes that the numbers would have been
- appropriate for finalization (T. 102-103).

DESCRIPTION OF PROPERTY OWNERS' PROPOSED
REASSESSMENT FOR USE IN 2010 AND COUNTY'S RESPONSE

The Property Owners request that | order a countywide reassessment for year
2010 through the use of a trending analysis which relies on the database of the 2005
reassessment. The Property Owners state that an assessment using é cpmputer-based
trending analysis can be completed within two months at a cost of no more than
$100,000. Such an assessment will substantially reduce the lack of uniformity which
exists through the continued use of the 2002 base year assessment.

The Property Owners state that this countywide reassessment based on trending
is only an interim measure. This court must also require the County to conduct a
comprehensive reaséessment that includes the inspection of each property within the
County in order for the properties in Allegheny County to be assessed in accordance
with accepted uniformity standards.

| The Property Owners offered the testimony of Robert Denne to support their

request that this court order an immediate reassessment based on trending as an
interim measure and a comprehensive reassessment to be completed thereafter,

Mr. Denne described a reassessment based on trending. in simb!istéc terms,
trending works as follows: Through the prior reassessment, the Assessment Office has

created neighborhoods in which properties will purportedly increase or decrease in
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value by approximately the same percentage.” Consequently, the relationship between
the sale price and the assessed value for those properties within the neighborhood that
were sold through an arms-length sale is used to value the other properties within the
neighborhood.

Neighborhood One

Seven Sales Total Sales Price of the Seven Sales $700,000
Total Assessed Value for Seven Sales $350,000

The new assessed value for each property in the neighborhood will double.

Neiqhborhood Two

Sixteen Sales Total Sales Price $2 million
' Total Assessed Value $1.8 million

The new assessment value for each property in the neighborhood will increase

by 11%.

Neighborhood Three

Eleven Sales Total Sales Price $484,000
Total Assessed Value $520,000

The assessed value for each property in the neighborhood will decrease by

approximately 7%.

5IAAQO, Standard on Mass Appraisal of Real Property (February 2002) at 17 defines a
neighborhood as

Neighborhood—(1) The environment of a subject property that has a direct
and immediate effect on value. (2) A geographic area (in which there are
typically fewer than several thousand properties) defined for some useful
purpose, such as to ensure for later multiple regression modeling that the
properties are homogeneous and share important jocational characteristics.
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Assume that a property owner owns in each neighborhood a property assessed
at $100,000 under the prior assessment. For the new assessment based on a trending
analysis, the property in Neighborhood One will be assessed at $200,000; the property
in Neighborhood Two will be assessed at $111,000; and the property in Neighborhood
Three will be assessed at $93,000. However, under a 2002 base year, the properties
continue to be assessed at $100,000.

Mr. Denne could only say that the trending analysis which he proposes will
substantially reduce the 2002 base year assessment’s lack of uniformity. He did not
claim that this reassessment will meet I1AAC uniformity standards. In response to the
question of the property owners’ counsel as to whether he was able to form an opinion
within a reasonable degree of professional certainty as to the improvement that would
be brought about as a result of the trending analysis that he described, he testified as
follows:

Q. Now, were ybu able to form an opinion within a reasonable
degree of professional certainty as to the improvement that would be
brought about as a result of this trending exercise that you described?

A. Well, | would hesitate to say that it could be brought into
conformity with the IAAO standard, namely 20 percent, but | would
think that it would be improved substantially. My understanding of the
current ratio is that it's more on the order of 30 percent, and | would
expect it to be diminished a lot by application of these trending
procedures. (T.27-28)°

it is Allegheny County’s position that a complete countywide reassessment

based on a visual inspection of each property is réquired and that an interim

*My June 6, 2007 Court Order provides for a COD of 15 or less. See page 10, infra, of
this Opinion.
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assessment based on trending should not be ordered.” The County offered the
testimony of Ms. Bunn to support its position.

Mr. Denne and Ms. Bunn agree on most matters.

Ms. Bunn agrees with Mr. Denne that trending, which uses an existing database, -
can be done quickly and cheaply. She testified that you can trend anything in a month
(T. 80).

Both agree that there is a place for trending.. At T. 102, Ms. Bunn testified:

A. I'm a fan of trending if it's between general reassessments that
have been conducted properly, you have a good database and trust the
values that have been generated during that reassessment.

Both agree that an assessment based on trending will not meet IAAO standards
where the database has not been updated through inspectibns of properties. This is the
reason why Mr. Denne describes the assessment based on trending which he is
proposing as an interim measure that will improve the existing base year assessments
until a comprehénsive reassessment is completed. Both refer to 3.3.4 of the 1AAO
Standard on Mass Appraisal of Real Property, approved February 2002, which provides
that properties should be periodically revisited to ascertain that assessment records are
accurate and current and, assuming ihat most new construction activity is identified, a
physical review at least every four to six years should be conducted, including an onsite

verification of property characteristics.® (l}nder 3.3.5, it may be possible to replace field

inspections with higher-resolution street-view images.)

7} do not address the issue of whether a visual inspection can be based on photographs.

SExcept for neighborhoods physically inspected in 2004 and 2005 in preparing the 2005
assessment, the properties within the County were last inspected prior to the 2001 assessment.
See testimony of Ms. Bunn at T. 107 that for the 2005 assessment, field data collection was
limited to the areas in the County that needed the most review.

8
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Eéth agree that trending only addresses inequities from neighborhood to
neighborhood. It does not address inequities within the neighborhood.

| return to my Neighborhood One and Neighborhood Two illustrations.

For Neighborhood One, assume that the purchase price for each of the seven
sales was approximately twice the assessed value of the property. In this instance, it
appears that the computer-assisted neighborhood boundary lines include only
broperties whose values would be expected to increase or decrease at about the same
percentage.

For Neighborhood Two, assume that four of the sixteen properties sold at less
than their assessed values and that four sold for 40% or more of their assessed values.
In this instance, the properties that the computer is treating as expected to increase or
decrease in value at the same percentage have not done so. An assessment based on
trending will not address this situation.

The only significant difference betwéen the testimony of Mr. Denne and Ms.
Bunn is over the use of a reassessment based on trending as an interim measure.

Ms. Bunn testified that she agreed with Mr. Denne that the interim assessment
based on trending that he is proposing wbu!d improve the COD across neighborhood
lines (T. 91, 93). However, she testified that the COD across neighborhood lines “is not
a relevant COD as far as I'm concerned. In my opinion the relevant COD is within the
neighborhood. What is your COD within a specific neighborhood, and does it meet

acceptable IAAO standards?” (T. 93)
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With respect to the 2005 assessment, she testified that she'ﬁad problems with
the neighborhoods that needed to be addressed that were not, and they still exist.
There were extreme CODs that were unacceptable under IAAO standards (T. 93).

On cross-examination (7. 99), Ms. Bunn testified that it is also important to
achieve uniformity from neighborhood to neighborhood:

Q Would you agree that reducing the COD from 30 to almost
20 would be a desirable thing?

A Within the neighborhood, yes, property to property; but it
achieves only — it doesn’t achieve the desired results as far as equity is
concerned by achieving a COD across neighborhoods.

Q So it's your belief | take it that if you can't have these
neighborhood adjustments that you've described, it's better to keep
what we have; is that right?

A In my opinion, yes, because you're only exaggerating the
inequities that exist today by trending them.

RULING ON WHETHER TO REQUIRE
AN INTERIM ASSESSMENT BASED ON TRENDING

in deciding whether to require the interim assessment described by Mr. Denne, |
initially consider whether this is relief provided for in the Pennsylvania Supreme Court's
April 29, 2009 Opinion. Paragraph 3 of my June 6, 2007 court order, which the
Pennsylvania Supreme Court reviewed, provided:

3. By March 31, 2009, the Chief Assessment Officer of Allegheny
County shall complete a computer-assisted reassessment for use in
. 2010 similar to the reassessment she prepared in February 2005 for
use in 2006. She shall determine that this reassessment, as to the
County, meets IAAO standards and she shall obtain independent
verification that the following IAAQ standards have been met as to the
County: a COD of 15 or less for the County and a PRD of between.98
and 1.03 for the County;

10
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The Pennsylvania Supreme Court's Opinion did not questioh the requirement
within paragraph 3 of my June 6, 2007 order that the reassessment, as to the Couniy,
~ meet IAAO standards of a COD of 15 or less and a PRD of between .98 and 1.03.
Furthermore, at the October 19, 2009 hearing, the County never requested this court to
revisit this requirement. To the contrary, it is the position of the County that I should not
require an interim assessment because it will not meet IAAQ standards.

Because the last complete visual inspection of the properties within Allegheny
County occurred on or prior to 2000, for use in 2001, and because of appeals
(particularly appeals of taxing bodies baséd on sales prices) and changes not refiected
in the database, the use of a computer-assisted reassessment similar to the computer-
assisted reassessment prepared in 2005 will not meet IAAD standards. The
Pennsylvania Supreme Court recognized that this was a possibility in the last paragraph
of its April 29, 2009 Opinion:

Ultimately, our task is decisional, and Allegheny County is
currently left with a broken system of property taxation. In its effort to
fashion a remedy, the trial court directed the Chief Assessment Officer
of Allegheny County to conduct a reassessment no later than March 31,

2009, for use in the 2010 tax year, even if this Court had not yet issued
a final order. We agree that reassessment is required. However
recognizing that the passage of time may require adjustment by the trial
court, we will remand this matter to the trial court to determine
Allegheny County’s progress in executing a countywide reassessment

and to set a realistic timeframe for its completion. 0969 A.2d at 1231
(emphasis added).

Since the Pennsylvania Supreme Court did not question paragraph 3 of my June
6, 2007 court order set forth on page 10 of this Opinion, the countywide reassessment

to which the Pennsylvania Supreme Court referred would have been a reassessment

11
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achieving, as to the County, a COD of 15 or less and a PRD of between .98 and 1.03.°
The Pennsylvania Supreme Court directed me to adjust the times in my June 8, 2007
court order if the times in this court order were not realistic for the completion of a
countywide reassessment that met the IAAO standards described in paragraph 3 of my
June 8, 2007 court order. Thus, the Pennsylvania Supreme Coqrt was not expecting
~ this court to provide interim relief pending completion of a countywide reassessment
that met the IAAQ standards described in paragraph 3 of my June 6, 2007 court order.

The Property Owners contend that this court has inherent equitable powers that
would permit court-ordered interim relief.' Assuming that this is so, for several
reasons, | cannot conclude that the interests of justice would be served through a
temporary reassessment that does not meet the IAAO standards described in my June
6, 2007 court order.

First, this interim reassessment would in all likelihood result in tens of thousands
of different property owners paying more than their fair share of real prope&y taxes
through an assessment that is expected to produce this result. In the situation in which
current values will begin to replace 2002 base year values in 2011, | cannot offer a
reasonable explanation as to how the interests of justiée will be served by temporarily

substituting one unacceptable assessment for another unacceptable assessment even

At the December 2006 hearing that resulted in my June 6, 2007 court order, the
Property Owners relied on the testimony of Richard Almy, a partner of Mr. Denne. Mr. Aimy
testified that a COD of 15 is readily achievable in Allegheny County (12/08 Trial Transcript, T.
111). ,

1t appears to be the County’s position that any court ordered temporary reassessment
that does not meet the IAAQ standards set forth in paragraph 3 of my June 6, 2007 court order,
would be inconsistent with the directive of the Pennsylvania Supreme Court that the County be
given a realistic time in which to complete a reassessment that meets these IAAO standards.

12
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if the new group of property owners wh§ are overassessed are likely to be smaller than
the group of property owners who are now overassessed.

Second, an interim assessment that does not meet IAAO standards will interfere
with the comprehensive countywide reassessment because resources, otherwise
available for the comprehensive reassessment, will be devoted to resolving the appeals
that the interim reassessment would generate. Both the 2001 reassessment for use in
2002 and the 2002 reassessment for use in 2003 met COD standards. However, in
each year, approximately 90,000 appeals were taken. Based on this past experience, it.
is likely that 100,000 or more appeals will be taken from any interim countywide
reassessment that does‘not meet IAAQ standards.

At the December 2006 hearing, Mr. James M. Flynn, Jr, Aiiegheﬁy County
Manager, testified that the County contracted with Sabre Systems to _perform a
cbmprehensive countywide assessment that involved a visual inspection of each
property. -Sabre was paid approximately $25 million. The process from the initial
contract until completion of the reassessment took approximately four years (12/06, T.
193-194).

Mr. Flynn testified that approximately 90,000 formal appeals were filed for the
2001‘ reassessment and an additional QO,GOG formal appeals were filed for the 2002
reassessment. In addition to the expense of hiring 50 hearing officers to hear the
appeals, this number of apbeals put a tremendous operative strain on the County
Assessment Office. This Office had to develop a database to track each appeal and it
had to coordinate the appeals for hearing (12/08, T. 196-198). in 2004, the County

received a $2.7 million grant from the state to assist the Office of Property Assessment

13
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in working through the backlog accumulated as a result of the resources required for the
appeals (12/06, T. 213-216).

Third, Allegheny County's assessment program will be in a state of flux until it is
perceived by the property owners of Allegheny County as setting assessed values that
are closely related to actual fair market values. ‘At this time, there is no belief that any
reassessment, based primarily on prior éssessments, will produce accurate values."’
Thus, the use of a temporary reassessment that does not meet IAAO standards, based
on data derived from prior assessments, will reinforce public perception that the
County's assessments are not accurate.'?
| As | discuss in greater detail at pages 16 and 25 of this Opinion, at the October
19, 2009 trial | received assurances from the Allegheny County Solicitor that when | tell
the County what needs to be done, the County will ge{ it done. Consequently, my
rejection of the interim assessment is based on the assumption tﬁat the County wilt
either complete a comprehensive reassessment for use in 2012 or that the County will
meet the timetables set forth in the Four-District Plan described at pages 17-21 of this
Opinion. i is possible that | would order an interim reassessment based on trending if
the only other option is a comprehensive reassessment that is not likely to occur in the

near future.

"This is not surprising because large numbers of elected officials criticized both the
process and the results of the 2001 and 2002 assessments and offered assistance to those
property owners who were dissatisfied with their assessments.

12\r. Almy testified at the Décember 2006 trial that the common experience is that three

to five percent of property owners file appeals following a reassessment. The experience of
Allegheny County is “off the map 1 think” (12/06, T. 306).

14
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LACK OF ANY REASSESSMENT PLAN OFFERED BY ALLEGHENY COUNTY

While the County offered evidence, which | found to be persuasive, that a
comprehensive reassessment is required, it never offered any testimony from its Chief
7 Assessment Officer or any other person employed by the County or who could
otherwise speak for the County as to the County's progress in executing a
comprehensive reassessment and as to a realistic timeframe for its co_mpietion.

At trial, Mr. Denne testified that a comprehensive reassessment would also be
required (T. 28). However, since he has had no involvement with Allegheny County's
assessment program, he offered no testimony as to when such an assessment could be
completed.

The only testimony concerning thé | time to complete a comprehensive
reassessment was offered by Ms. Bunn who, in response to the question of how long
the process of a house-to-house review would take, stated it depends how many people
you put on the project (T. 62)."

In other words, | held a hearing to consider the parties’ positions as to a realistic
tirn'eframe for the completion of a reassessment and received no evidence from the
County relevant to the setting of a realistic timeframe for the completion of the
comprehensive reassessment préposed by the County.

It appears to be the position of the County that it is waiting for the court to
develop a reassessment plan. See the followihg discussion during the closing

argument of Michael H. Wojcik, Esquire (Aileghehy County Solicitor):

¥In the final paragraph of her expert opinion that is part of the County's Pretrial
Statement, Ms. Bunn stated that a valid countywide reassessment will require no less than two
years and probably up to three years. This Pretrial Statement is not part of the record.

15
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MR. WOJCIK: We're already beyond what the IAAO standard
says we should be at for conducting a parcel-by-parcel review, which is
four to six years.

Admittedly, there was some parcel-by-parcel review in 2005, but
the evidence shows that the 2005 evaluation was a hybrid; and if we're
going to do reassessment, which is what the Supreme Court has
mandated this Court to determine what the time table should be, a full
reassessment is required, not just some

THE COURT: But what | haven't seen from the County is a plan
saying this is what we’'ll do. We guarantee we will do it, and it's not up
to the Court to go find the money.

MR. WOJCIK: Well, Your Honor, this Court is —
THE COQURT: | haven't seen that; have |?

MR. WOJCIK: No, you haven't. And what will happen, if the
Court says, okay, it's time to do this reassessment, whether it takes
three years or two years, you know, it will be done —

THE COURT: Well, it has something to do with the money being
available.

MR. WOJCIK: It does.

THE COURT: . And | haven’t heard anything from the County
saying that it will happen.

MR. WOJCIK: Your Honor, at this point the County’s position is
that when we're told what we need to get done, we'll get it done. (T.
130-131 (emphasis added).)

What | never heard from the County was any statement to the effect that (1) our

Chief Assessment Officer is developing a detailed comprehensive reassessment plan
showing the work that will be done month-by-month, (2) the money is available to pay

for the reassessment proposed by the Chief Assessmeht Officer, and (3) the

reassessment will be completed by 2011 for use in 2012 if | simply enter a court order

16
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requiring the County to complete a comprehensive reassessment of all propérties by
2011 for use in 2012. Furthermore, | question whether judtcial monitoring will identify
lack of resources, glitches, and the like in sufficient time to ensure that a complete
reassessment is completed for use in 2012 (or even for use in 2013).

Conseguently, | am left with two choices: | can order the County to develop a
plan that requires court approval through proceedings in which the Property Owners will
participate. Or | can devise a reassessment plan that is easier to implement and easier
to monitor. The problem with the first choice is the time involved before there is a plan
for the County to implement.

For this reason, as a result of the County’s failure to offer a reassessment plan, |

am adopting the following reassessment plan.

FOUR-DISTRICT REASSESSMENT PLAN

The comprehensive reassessment of the taxable real property in Allegheny
County will be conducted in accordance with the following Reassessment Plan: "

(1) The County shall be divided into four Assessment Districts. An entire school
district and an entire municipality must be placed in the same Assessment District (i.e.,
these taxing districts may not be divided).

(2) Each district shall have approximately the same number of taxable properties
except that the requirement that each district shall include 100% of the properties of a
municipality or school district trumps the requirement that each district - have

approximately the same number of properties. This means that the properties within the

"“This Opinion does not address tax-exempt properties. This litigation has nothing to do
with the manner in which the County values tax-exempt properties.
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Pittsburgh School District (which includes the City of Pittsburgh and Mt. Oliver) must be
within the same district."®

(3)(a) The assessment of properties withiﬁ the First Assessment District shall be
completed on or before October 1, 2010 for use in 2011. The assessment shall include
sales through June 30, 2009 or later, if feasible. For purposes of school district and
municipal real property taxes, this shall be a base year assessment for properties within
the First Assessment_DEstrEct for years 2011-2014.

(b) The assessment of properties within the Second Assessment District shall
be completed on or before October 1, 2011 for use in 2012. The assessment shall
include sales through June 30, 2010 or later, if feasible. For purposes of school district
and municipal real property taxes, this shall be a base year assessment for properties
within the Second Assessment District for years 2012-2015.

(c) The assessment of properties within the Third Assessment District shall
be completed on or before October 1, 2012. for use in 2013. The assessment shall
include sales through June 30, 2011 or later, if feasible. For purposes of school district
and municipal real property taxes, this shall be a base year assessment for properties
within the Third Asééssment District for years 2013-2016.

(d) The assessment of properties within the Fourth Assessment {)iétrict shall
be completed on or before October 1, 2013 for use in 2014. The assessment shall
include sales through June 30, 2012 or later, if feasible. For purposes of school district
and municipal real property taxes, this shail be a basé year assessrﬁént for properties

within the Fourth Assessment District for years 2014-2017.

It appears that approximately one-fourth of the residential properties within Allegheny
County are situated within Pittsburgh. However, Pittsburgh has a significantly higher
percentage of commercial properties.
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{(4)(a) Until 2014 Allegheny County real estate taxes shall be based on existing
2002 base year assessments with one exception: prior to 2014 Allegheny County real
estate taxes shall be based on any new assessment in which the assessed value of the
property is less than the 2002 base yeaf assessment.

(b) For 2014, all taxable properties within Allegheny County shall be assessed
at 2014 fair market values and Allegheny County taxes shall be based on these 2014
assessed values, The values for 2014 for First, Second, and Third Assessment
Districts shall be based on a trending analysis which uses the recently developed
database for the properties within Allegheny County. |

(c) For the First, Second, and Third Assessment Districts, the 2014
assessment shall have no impact on thé assessed values that were previously
established for school district and municipal taxes. This means that school district and
municipal taxes for properties within the First, Second, and Third Assessment Districts
will be based on the 2011 (First District), 2012 (Second District), and 2013 (Third
District) base year values.

(d) The notices of the 2014 assessment changes that will be furnished to
owners of properties within Assessment Districts One, Two, and Three shall fully
explain that this assessment will be used only for taxes imposed by Allegheny County
and that for purposes of school district and municipal taxes, the assessed value
continues to be the base year value of $ that will remain in effect through ____.

(5)(a) On or before November 10, 2010, the Chief Assessment Officer shall
certify the assessment rolls for Assessment District One after first verifying that this

assessment, as to each school district and each municipality, meets the following
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standards; a COD of 15 or less for each school district and municipality and a PRD of
between .98 and 1.03 for each school district and municipality. ™

(b) On or before November 10, 2011, the Chief Assessment Officer shall
certify the assessment rolls for Assessment District Two after first verifying that this
assessment, as to as to each schooi. district and each municipality, meets the standards
described in paragraph (5)(a).

(c) Oﬁ or before November 10, 2012, the Chief Assessment Officer shall
certify the assessment rolls for Assessment District Three after first verifying that that
this assessment, as to as to each school district and each municipality, meets the
standards described in paragraph (5)(a).

(d) On or before November 10, 2013, th'e Chief Assessment Officer shall
certify the assessment rolls for Assessment District Four after first verifying that that this
assessment, as to as to each school district and each municipality, meets the standards
described in paragraph (5)(a).

(e} On or befdre November 10, 2013, the Chief Assessment Officer shall
certify the assessment rolls for the countywide assessment described in (4)(b) after first
verifying that that this assessment, as to as to the County, meets the following
standards: a COD of 15 or less and a PRD of between .98 and 1.03.

(HH Upon completion of the certifications described in 5(a)-5(e), the Chief
Assessment Officer shéit promptly provide copies of the Certifications to the Chief

Executive and to County Council.

"My June 8, 2007 order required a COD of 15 or less and a PRD of between .98 and
1.03 as to the countywide assessment. | will alter these standards if they are not realistic for
each school district and municipality.
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(g) Notices and other information that shall be furnished to the taxing bodies
and property owners following the certification and appeal procedures shall be governed
by the County Code.

(6) The Chief Assessment Officer of Allegheny County and other officials within
the Department of Assessment shall attend monthly meetings with the court and
counsel for the parties to review the progress of the reassessment. These meetings
shall be in open court with a court reporter present. Prior to the initial meeting, the Chief
Assessment Officer shall prepare and furnish to the court and other counsel a detailed
plan for the timely completion of the reassessment of the First Assessment District. The
plan shall include a budget associated with the reassessment.’’

(7) Ideally, the First Assessment District would include those school districts and
municipalities with the greatest assessment disparities. However, feasibility is also a
factor. Thus, subject to the requirements in paragraphs (1) and (2) of this Assessment

Plan, the Chief Assessment Officer shall determine what school districts and

municipalities shall be included in each Assessment District."®

"Throughout this process, whenever the Chief Assessment Officer believes that he
needs further guidance, or sees possibie problems that this court did not foresee that prevents
the reassessment from moving forward, the Chief Assessment Officer shall not wait until the
_ next monthly meeting to raise the issues. The Chief Assessment Officer shall immediately send
a letter to the court with copies to counsel for the parties requesting a meeting as soon as
possible.

"®There is no requirement that an Assessment District include only municipalities or
school districts that are located in the same area of the County.

21



NOS. GD05-028638 and GD05-028355

WHAT ARE THE STRENGTHS OF THE FOQUR-DISTRICT REASSESSMENT PLAN?

First, by limiting the initial reassessment to twenty-five percent of the properties
within the County, | am more capable of evaluating the progress of the reassessment.
Any glitches are more likely to be discovered earlier in the process and experience
gained from the initial reassessment will result in the timely and accurate completion of
the three remaining reassessments.

Second, when the County is conducting a reassessment of all properties within
the County at the same time, the Assessment Department must hire and train large
numbers of temporary employees who are no longer needed at about the time they
have fully learned the job. For a reassessment over a four-year period, far fewer
employees will be hired, the County can be more selective in the hiring process, and the
training and experience will result in a more sophisticated workforce.

Third, there will be a more manageable appeals process because the
reassessments involve only twenty-five percent of the County’s propefties.

Fourth, since the assessments involve only twenty-five percent of the County’s
properties, the remaining property owners (and elected officials representing these
property owners) who are not affected ﬁy the reassessment are in a position to
objectively consider whether complaints about the reassessment are mostly made by
property owners who do not want to pay their fair share or by property owners with
legitimate concerns. Furthermore, where there are legitimate concerns, these can be
addressed duriﬁg the reassessment of properties in the Second, Third, and Fourth

Assessment Districts.
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Fifth, implementation of this assessment plan should be cheaper than the
implementation of a reassessment of all properties at the same time, and the costs for
reassessing the County are spread out over four years. |

Sixth, it will be easier for Allegheny County (if it chooses to do so) to enforce the
anti-windfall legislation because of the reduced number of municipalities and school
districts that are reassessed at the same time.

Seventh, school district and municipal property taxes make up more than 85% of
the total amount of property taxes for most property owners. The use of a four-year

base system provides stability by avoiding year-to-year assessment fluctuations.

WHAT ARE THE WEAKNESSES OF THE FOUR-DISTRICT REASSESSMENT PLAN?

First, until 2011, all real estate taxes w_ill be based on 2002 base year vaiues;
Allegheny County real estate faxes will be based on 2002 base year values until 2014;
and for approximately one-quarter of the County’s properties, municipa'l and school
taxes will continue to be based on 2002 base year values until 2014. However, unless
a complete assessment of all properties within the County would be compieted by 2011
for use in 2012, more property owners will pay‘ school district and municipal taxes based
on actual valué through this Four-District Reassessment Plan.

' Second, as of 2014, property owners in the First, Second, and Third Districts will
have one assessed value, based on 2014 actual values, for Allegheny County taxes
and another assessed value, based on earfier base year values, for school district and
municipal taxes. This will create confusion in the absence of explanations, that can be

understood, on the notices of the 2014 assessment values.
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IS THIS FOUR-DISTRICT REASSESSMENT PLAN ETCHED IN STONE? NO.

| have created this Four-District Reassessment Plan because, by default, the
task was left to me to develop a plan that will replace the existing base year
assessments with assessments based on actual values.

If the County would, in the near future, come to this court with a detailed plan
under which each property within the County would be reassessed for use in 2012, |
would replace the Four-District Reassessment Plan with the County’s comprehensive
reassessment plan.*®

IMPORTANCE OF KEEPING THE ENTIRE SCHOOL DISTRICT
AND MUNICIPALITY IN THE SAME ASSESSMENT DISTRICT

In Pennsylvania, property taxes are imposed by schoot districts, municipalities,
and counties. The primary impact of an inaccurate assessment is the overpayment or
underpayment of school district and municipal taxes. This is so because for most of
Allegheny County taxpayers, the amount of the County prope&y tax is between 10%
and 15% of the total property taxes that are paid.

For purposeé of school district and municipal taxes, property owners care only
about the accuracy of the assessments of properties within their school district and
municipality because the uniformity or lack thereof of assessments of properties located

in one municipality or school district has no impact on the amount of school district and

'®Although they are not forbidden from doing so, | am not inviting the Property Owners to
come to court with a comprehensive assessment plan that will result in a reassessment of all
properties by December 2011 for use in 2012 because | believe that only the County can create
a comprehensive plan with a starting point based on the County’s current database that
addresses personnel and other costs.
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municipal taxes that the owners of properties in another municipality or school district
will pay. In other words, the amount of school district and municipal property taxes that
a property owner in Assessment District One will pay will be the same regardiess of
whether only District One has been reassessed or whether properties within the other

Assessment Districts have also been reassessed.

FUNDING OF THE REASSESSMENT

in order to ensure that there is compliance with the Pennsylvania Supreme
Court's directive that Allegheny County complete a reassessment that meets the
uniformity standards set forth in my June 6, 2007 c.)rder within the shortest time in which
‘this can realistically be accomplished, funding for the reassessment is an issue that |
would ordinarily need to address.

However, at the closing argﬁment at the end of the October 19, 2009 ftrial, |
received assurances from the Solicitor of Allegheny County that money would not be an
issue. | stated that the time needed to conduct a reassessment “has something to do
with the money being available.” Mr. Wojcik (Allegheny County Solicitor) agreed: it
does.” | said that “| haven’tl heard anything from the County saying that it would
happen.” Mr. Wojcik assured me that money will not be an issue: “Your Honor, at this
point the .County’s ‘position is that when we’re told what we need to get done, we'll get it

done” (T. 131).

21 an extreme case, a common pleas court, in order to comply with a directive from the
Pennsylvania Supreme Court, may need to order a county to increase millage or order the Chief
Assessment Officer to increase assessed values as to the county.
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Obviously, as a result of these assurances made by the Allegheny County
Solicitor, there is no need for this court to address funding. Furthermore, the Four-
District Assessment Plan spreads the costs over a four-year period—something that the

two to three-year reassessment described by the County Solicitor does not accomplish.

DISCUSSION OF ALLEGHENY COUNTY REAL ESTATE TAXES

Allegheny Cdunty differs from the other taxing bodies within the County (school
districts and municipalities) because the properties that are subject to Allegheny County
taxes are located in all of the Assessment Districts. Thus, if, for example, thé total
property values within each Assessment District have increased by abproximate!y 30%
since 2002 and if for year 2011 Allegheny County taxes will be based on 2010 aétual
values for Assessment District One and on 2002 base year values for the Second,
Third, and Fourth Assessment Distribts, the property owners in Aésessment District One
" will be paying more than their share of the County taxes in 2011.%"

However, a reassessment plan for remedying constitutional violations which
temporarily provides for old values to be used for County taxes for any Assessment
District that will be reassessed at a later date, land new values for each Assessment

District where the new assessment has taken place, does not necessarily offend the

Pennsylvania Constitution. In Clifton v. Allegheny County, supra, 969 A.2d at 1210-11,

2*This disparity will have a limited impact on property owners because for most property
owners the County taxes make up 10% to 15% of the total property tax. Furthermore, this
system of assessing property creates a cycle in which each property owner has a turn at being
in the first district to be reassessed and in the last district to be reassessed. For example, if
County taxes were based on each base year assessment, in 2014 it would now be the property
owner in Assessment District Four who could complain that her County taxes are based on
today's values while the County taxes for property owners in Assessment District One are
based on 2010 values.
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the Supreme Court stated that the Constitution requires only “rough” substantial
uniformity and that some practical inequalities are anticipated.

-Courts of other jurisdictions have uniformly upheld assessment programs which
divided a county into assessment districts. In Revenue Cabinel, Commonwealth of
Kentucky v. Leary, 880 S.W.2d 878 (Ky. Ct. App. 1984), the county was divided into
four geographic sections and under the assessmen{ plan each section would be
examined every fourth year. A property owner in a section that had been examined
raised the claim of a lack of uniformity because his assessment was increased before
two other sections were re-evaiuated. The Court upheld the assessment pién, stating
“because of the time factor involved in assessing property, there must be scme‘
allowance given for a lack of total and up-to-date uniformity of assessments, so long as
the differences are not from an attempt to discriminate against any group.” /d. at 882
(internal citation omitted). |

The Court cited more than a dozen opinions from other jurisdictions which
reached the same result and stated “we have not been cited to, nor have we located, a
cdntrary decision.” Id. at 881. |

In addition, the Court relied on an annotation at 76 A.L.R.2d 1077 where the
author states: |

Thus far all claims of violation of constitutional right by reason of the
element of time above indicated have been rejected, including those
made in cases in which the result of temporary noncompletion of the
program was to cause some lands of the tax area to be for the time

being assessed at new and higher valuations, . . . while other lands not
yet reached were assessed at old and glaringly contrasting values.
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There is considerable merit to an assessment program in which County taxes are
based on a new assessment in the year of the new assessment for two reasons:  First,
it may provide more immediate relief to taxpayers harmed by the use of the 2002 base
year system. Second, it avoids the situation in which the property owners in the First,
Second, and Third Assessment Districts will have one assessed value for County taxes
and another assessed value for school district and municipal taxes.

However, the Pennsylvania Courts have néver ruted on the constitutionality of a
reassessment program that extends over more than one year and a good faith
challenge can be made to any assessment plan that, for County taxes, would use both
new values and 2002 base year values.?” For this reason, the court's Four-District
Reassessment Plan provides for County taxes for all properties to be based on 2002

base year values until the entire County has been reassessed.
EXAMPLE

Ms. Jones owns property in Assessment District Two. Her 2002 base year value
is $100,000. Through 2011, her school district, municipal, and County taxes will

continue to be based on her base year value of $100,000.

22| itigation instituted in the Common Pleas Court of Allegheny County in 1970
chalienged the constitutionality of legislation permitting the County to reassess one-third of the
County every three years. The trial court dismissed the iitigation on the ground that the
statutory appeal of the assessment to the Board of Assessments provides an adequate remedy.
in Borough of Green Tree v. Board of Property Assessments, Appeals and Review, 328 A2d
819 (1974), the Pennsylvania Supreme Court reversed; it ruled that a-court of equity has
jurisdiction to decide a broad constitutional challenge to the validity of a taxing statute.

This litigation was remanded to the trial court to consider the constitutional challenge to
this legislation. However, the challenge was never considered because on October 25, 1977,
the Board of Property Assessment, Appeals and Review discontinued the use of triennial
assessments. See Boro of Green Tree v. Board of Property Assessments, 127 P.L.J. 172, 178
n.9 (1978).
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Her property is reassessed for 2012 at $150,000. This is a base year value for
2012-2015 (she will be reassessed again in 2016). For 2012 through 2015, her schodi
district and municipal taxes will be based on the $150,000 assessment,

For 2012 and 2013, her County taxes will continue to be based on the 2002 base
year value of $100,000. Through irending, her property is assessed at $175,000 for
2014—which means that this is the fair market value of her property for. 2014 (which will
frequently be different from the fair market value of her property for 2012). This 2014
assessed value will be used for County taxes through 2017. However, this new
assessment does not change her 2012 base year assessment for purposes of her
school district and municipal taxes. Her assessed value for school district and
municipal taxes will continue to be her base year value of $150,000 for years 2014 and
2015.

SUMMARY

This lawsuit was filed by owners of property within Allegheny County who are
paying more than their share of the real estate taxes. On April 29, 2009, the
Pennsylvania Suprerﬁe Court ruled in favor of the Property Owners and directed the trial
court to determine Allegheny County's progress in executing a countywide
reassessment and to sét a realistic timeframe for its completion.

At an October 19, 2009 .trial to consider the County's progress and a timeframe
for a reassessment, it was the Property Owners’ position that | should order an interim
computer-based reassessment, using the existing database, for tax year 2010 followed
by a comprehensive reassessment involving the inspection of each property within the

County.
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it was the County’s position that | should not order the computer-based
réassessment using the existing database because this reassessment would not meet
the I1AAO standards of fairmess. | agreed with the County that | should not be requiring
an interim assessment that does not meet IAAQ standards.

While it was the County’s position that only a comprehensive reassessment will
meet IAAQ standards, it did not propose any plan for reassessing the County—in fact, it
did not offer any evidence as to what would be a realistic timeframe for the County to
complete a comprehensive reassessment. it was the County’s position that it is looking
to this court to tell it what to do.

The October 19, 2009 trial consisted of thel testimony of two expert witnesses.
Mr. Denne, the expert witness offered by the Property Owners, did not offer any
testimony as to a realistic timeframe for completion of a reassessment that would meet
1AAO standards. The County’s witness (Ms. Bunn) testified that a completion date
would depend on the number of people who are hired to view the properties. However,
she did not offer any testimony as to a timeframe for completing a reassessment.?

The Pennsylvania Supreme Court is looking to this court to develop a remedial
plan that will replace base year assessments with actual values as soon as practicable.
If | knew that a comprehensive assessment could be completed for use in 2012, this is
the assessment that | would order the County to perform. However, | have no evidence

to support a finding that such a reassessment is feasible.

%In her expert report which is part of the County's Pretrial Statement, she stated, without
explanation, that a valid countywide reassessment will require no less than two years and more
probably up to three years. The report is not part of the record.
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Consequently, | am ordering the County to perform a reassessment pursuant {o a
Four-District Reassessment Plan that is more manageable and will provide greater relief
than would be provided through any single reassessment that will not be completed
within two years.

Under this Reassessment Plan, an entire schoot district and municipality must be
placed in the same Assessment District. This achieves uniformity because all property
owners within a school district or municipality will be paying taxes based on the same
assessment.

The Chief Assessment Officer shall determine what school districts and
municipalities shall be included in each Assessment District.

The assessment for the First Assessment District shall be completed for use in
2011, the assessment for the Second Assessment District shall be completed for use in
2012, the assessment for the Third Assessment District shall be completed for use in‘
2013, and the assessment for the Fourth Assessment District shall be completed for
use in 2014. |

The details ‘of the Four-District Reassessment Plan are set forth at pages 17-21
of this Opinion. The strengths of the Four-District Plan are set forth at pages 22-23 of
this Opinion.

The primary weakness of this Assessment Plan is that untit 2011 all real estate
taxes will be based on 2002 base year values; Allegheny County real estate taxes will
be based on 2002 base year values until 2014; and for approximately one-quarter of the
County's properties, school district and municipal taxes will be based on 2002 base year

values until 2014. However, for the reasons set forth at pages 10-14 of this Opinion, |
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did not order an interim assessment because it would not meet IAAO fairness
standards. Also, | did not order a comprehensive reassessment to be completed by
2011 for use in 2012 because of the absence of any evidence that such a court order
would be setting a realistic timeframe.

WHY IS THIS ASSESSMENT PLAN BEING DEVELOPED
BY THE COURT RATHER THAN THE COUNTY?

Because the County did not develop an assessment plan but, instead, is taking
the position that it is waiting for the court to develop an assessment plan. See the
Transcript of the October 19, 2009 trial where the Allegheny County Solicitor stated, “at
this point the County's position is that when we're told what we need to get done, we'll

get it done” (T. 131)
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ORDER OF COURT

On this 10"‘ day of November, 2009, it is hereby ORDERED that:

(1) The request of plaintiffs that this court order an immediate reassessment
through computer-based trending is denied,

(2) Allegheny Couhty shall perform a comprehensive reassessment in
accordance with the provisions of the Four-District Comprehensive Reassessment Plan
that are set forth at pages 17-21 of the Opinion whiéh accompanies this Order of Court,
and

(3) The initial meeting with the court, to be attended by the Chief Assessment
Officer of Allegheny County, other Department of Assessment Officials selected by the
Chief Assessment Officer, and counsel, shall be held on December 2, 2008 at 2:00 P.M.
o'clock in Courtroom 815. Prior to this meeting, the Chief Assessment Officer shall
prepare and furnish to the court and counsel a detailed plan for the timely completion of
the reassessment of the First Assessment District.

BY THE COURT:

4 w&’rﬂcw
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