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Executive summary

Audit objectives and scope

Based upon an organization-wide risk
assessment conducted in 2000, the property
assessment function was selected as an
audit candidate. We reviewed the function
from three perspectives as captured in the
following audit objectives:

To determine progress made by the
City with respect to the
recommendations of the Scurfield
Report.

To assess the extent to which risks
associated with the 2002 general
assessment have been identified and
plans developed and implemented to
mitigate significant risks.

To identify opportunities to improve
systems and processes for subsequent
assessments.

In addition to reviewing processes within
the Property Assessment Department, we
looked at processesin the Planning,
Property and Development Department that
provide information that can impact on the
quality of the assessment. In addition, since
performance cannot ultimately be measured
without reference to the results of appeals,
the scope of our review also included the
first-level appeal processes that are the
responsibility of the Board of Revision.

Audit approach

In conducting the audit, we employed a
variety of methodologies including
conducting extensive interviews with

managers, staff, Board of Revision
members and key stakeholders; surveying
other jurisdictions to develop performance
benchmarks; analyzing documentation,
policies and processes; attending Board of
Revision hearings; and conducting Control
and Risk Self-Assessment workshops with
Property Assessment Department staff.

Audit conclusions

Based on the evidence gathered during the
audit process, we concluded that

Significant progress has been made
towards implementation of the
Scurfield Report recommendations.

In general, with the exception of
certain risks associated with
commercial properties, key risks
related to the 2002 general assessment
wer e successfully identified and
mitigated to a satisfactory level.

Opportunities exist for longer-term
improvements to the Property
Assessment function with respect to
both the valuation and appeals
processes.

Key observations and
recommendations

The past: The Scurfield Report

recommendations

With respect to the recommendations made
in the Scurfield Report, the mgjority have
been implemented or are in the planning
stage. For example, there have been
changes in organization with the
appointment of anew City Assessor in
1997 and the reporting of both the Property
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Assessment Department and Corporate
Finance Department to the Chief Financia
Officer to enhance cooperation and
improve control. Several new initiatives
have been implemented, such asthe
preview program for residential properties,
the use of Advisory Groups and technical
experts to strengthen the assessment
process, and the creation of a multi-
departmental appeals task force. In
addition, the Board of Revision has
lengthened the tenure of its members,
improved its training programs and
designated certain members to hear the
more complex non-residential appeals.
Legidative changes have a so been made.
While challenges are still outstanding, the
City isto be commended on the progress
made to date.

The present: The 2002 general

assessment

In assessing the risks associated with the
valuation process, we identified several
successful strategies that were employed by
the Property Assessment Department to
mitigate the risks associated with the
assessment of residential properties. At the
same time, we were not as confident about
the success of actions taken with respect to
non-residentia property valuation. We
believed that the inherently complex nature
of commercial property assessment, the
degree of volatility in valuations of some
commercial property types and the need to
improve internal quality assurance
processes contributed to a higher degree of
concern about the quality of the valuation
of the non-residential properties.

In fact, the subsequent rate of appealsto
the Board of Revision has suggested that
our risk assessment was accurate. To the
credit of the Property Assessment
Department, residential appeals have been
reduced by 50% over the last generdl

assessment. Non-residential appeals,
however, have increased dightly reflecting
the higher level of concern about the
quality of vauations. Until the final results
are known, when appeals have been
exhausted at both the Board of Revision
and Municipal Board, we will not know to
what extent the Department will be
successful in upholding the assessment
values.

In assessing the risks associated with the
appeals process, we again were able to
point to several successful strategies to
manage risks associated with providing a
fair, transparent and effective process with
appropriate recognition for potential
financia losses. At the same time, we
noted the potential risks associated with a
delay in the commencement of hearing
commercia appeals and the absence of
providing arationale for decisions made by
the Board.

The future: Opportunities for

improvement

Finally, we turned our attention to the
future. While not minimizing the gains
made by the City in the past severd years,
we suggested that actions can be taken to
enhance the effectiveness of the function
for the next general assessment. We
divided this portion of the report into two
parts: the Valuation Process and the
Appeals Process. Each part reviews the
achievement of business objectives from
two perspectives—current performance and
opportunities to improve future
performance.

The valuation process

In the absence of formal accountability
reporting which we believe is the
responsibility of management, we looked

to standards established by the Department,
professional organizations and assessment
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authorities in other jurisdictions to identify
key indicators against which to comment
on the current performance of the process.
These indicators are quality of assessments,
timeliness of information, cost-effectiveness
of administration and accountability to the
community. Overal the results indicate the
relative success of the residential
assessment process both in increasing
accessibility to the public and in lowering
the appeal rate. The results are not as
positive for the commercial program. Itis
also clear that improving cost-effectiveness
should be made a higher priority. We
recognize that a number of factors exist
that impact on the comparability of City of
Winnipeg's performance against other
jurisdictions and these are discussed in the
report; at the same time the cost of
providing valuation services appears to be
higher than other jurisdictions surveyed
and this needs to be explored in more
depth. Our statistics clearly demonstrate
the benefits associated with economies of
scale and open the door to the
consideration of resource sharing or
consolidation with the provincia
government. While recognizing the need
for continued improvement in current
performance, the Department has also
identified a number of new business
opportunities including the introduction of
marketable products and the provision of
services to other organizations.

It was clear in reviewing the performance
of the assessment function that the City’s
legidative regime impacts on its
effectiveness. While some strides have
been made in revising legidation, we are
recommending that the Department
consider the merits of atransition to more
frequent general assessments that is the
trend across the country. We pointed to the
need to improve business planning and risk
assessment, update the policy framework

and formalize performance reporting. The
well known challenges faced by the
Property Assessment Department in the
years since the Scurfield Report have led to
along history of organizational problems
which have been exacerbated by the
magnitude of change that has been initiated
by the current City Assessor. These
problems have been well articulated by
managers and staff within the Department
and are apparent to those who deal with the
Department on a frequent basis. While
efforts have been made to address
concerns, more needs to be done to provide
a healthy working environment and ensure
that business objectives will continue to be
achieved. It iscrucial that issues of
inconsistent leadership and the
sustainability of staff expertise be
addressed.

Severd initiatives have been implemented
which have led to a greater confidence on
the part of residential property owners.
Thisisreflected in the significant drop in
the appedlsrate. At the same time, we
believe that there are opportunities to
continue to strengthen the assessment
process for residential properties. For
example, the field inspection program
conducted during 2000 resulted in
information changes to 78% of properties
inspected and identified an additional $28
million in assessed value. We believe that
these results prove the merits of aformal
inspection program. In addition, clearing
the building permit backlog needs to
continue to be a priority; our analysis
indicated that the value of unprocessed
building permit backlog as of July 2001,
related to residential properties, exceeded
$80 million. While the proportion of value
that trandlates into lost tax revenue is not
easy to calculate because the information
may have been captured through other
processes such as inspections, it is clear
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that the City has probably lost tax revenue
in the hundreds of thousands of dollars
through processing delays. For permits that
relate to 1998 and prior, an opportunity for
tax recovery no longer exists as the
window for revisions to the tax roll for
these years has expired.

Our report aso discusses opportunities to
better coordinate building permit activities
with the Planning, Property and
Development Department through shared
inspections and electronic interfaces.

For non-residential property vauation, we
discuss several areas where we believe that
more diligence and rigour needs to be
incorporated into the process. The
commercia preview program should be
expanded to all commercia property
owners. Sanctions should be applied
consistently when property owners do not
provide information required for the
valuation. Inconsistent enforcement makes
the assessment process unfair and is
disrespectful to those citizens who
cooperate in its administration. Quality
assurance practices must improve to ensure
that valuations conform to industry
standards and provide assurance that values
are reasonable. In addition, while the
transition to a neighbourhood assessor
model has been accepted as appropriate and
useful from a client service perspective for
residential property valuation, thereisa
genera concern about the appropriateness
of thismodel for commercial assessment
that is shared by professional staff and
supervisors. With the relative success of
the residential property valuation process
for the 2002 general assessment, we
believe that the focus must shift to realizing
the same improvements to the higher value
and more complex commercia properties.

The appeals process

Two parties contribute to the achievement
of the business objective related to the
appeals process: the Property Assessment
Department and the Board of Revision. In
preparing our Report on Performance, we
selected five indicators. quality of appeal
decisions, responsiveness, cost-
effectiveness, accountability for decisions
and potential financial liability. Thereisno
doubt that the City has achieved its goal of
providing atimely first-level appeals
process. Residential appellants also report
that the process has been fair from their
perspective. And both the Board of
Revision and the Property Assessment
Department have taken action to ensure
that there will not be a repeat of the 1990s
debacle where the City was presented with
an unanticipated $54 tax liability. At the
same time, we concluded that opportunities
exist for improvement to both the cost-
effectiveness and quality of the appeals
process when comparing results to those of
other jurisdictions.

In the past few years, the priority for both
the Board of Revision and the Property
Assessment Department has been on
addressing the timeliness of the conduct of
hearings and eliminating the backlog of
appeals. In addition, the Board has prided
itself on having an accessible and
economical process where all citizens can
exercise their right to be heard and be
treated fairly and courteoudly. These are
noble goals and Board members can be
congratulated on having achieved them.

But times have changed and, astimes and
conditions change, priorities and processes
should aso change. And new opportunities
emerge. The premium placed on timeliness
may have impaired the ability of the Board
of Revision and Property Assessment
Department to ensure a quality outcome.

Audit of the Property Assessment Function



We have heard from the assessors,
themselves, that they are not able to
prepare a proper defense given the heavy
workload at the Board of Revision. Tax
agents and board members have echoed
this concern and noted that it reflects on the
credibility of the valuation process when
Property Assessment staff appear unable to
defend their values with confidence. The
Board Chair counters that an earlier release
of the assessment roll would provide more
time to hear appeals before the setting of
the City’ s budget. We are concerned that
individua citizens and businesses may

have won avictory at the Board of
Revision at the expense of the public at
large because of the inability of the
assessors to prepare their best case. While
we should keep in mind that only 10% of
Board of Revision decisions are appeaed
to the Municipal Board, at the same time,
only 23% of decisions are upheld.
Furthermore, over 84% of the dollarsin
dispute at the Municipal Board relate to the
larger value commercia and multi-
residential appeals which will not be settled
before the tax roll is set, defeating the
purpose of a speedy process in these cases.

The initiatives implemented by the
Assessment Department have led to a
dramatic drop in the number of residential
appeals and a shift to alarger percentage of
the Board of Revision workload being
dedicated to commercia appeals. We
believe that an opportunity exists to better
structure the appeal's process to capitalize
on such initiatives as the preview program
and customer website to place alarger onus
on the Property Assessment Department,
which has the accountability for fair
valuations, to resolve complaints and
disputesin the first instance. At the same
time, the formal Board of Revision process
should move from a one size fits all
approach to recognize the considerable

differences in the complexity of matters
and significance of value in the types of
appedls being considered. Right now, we
use the same process to deal with asingle-
family dwelling as afirst class downtown
hotel. Our analysis shows that non-
residential appedls cost three times as much
asresidentia appeals and yet are treated
with the same rigour.

Other jurisdictions have implemented
processes that recognize that parties should
have their disputes resolved fairly, at the
earliest possible time, and at the least
possible cost. Encouraging and facilitating
the informal resolution of as many issues as
possible can produce the best result for al
parties. Encouraging (by legidation or
policy) communication between the parties,
case screening, case streaming and
procedural pre-hearing conferences are all
methods of resolving matters fairly,

quickly and cost-effectively. Where matters
cannot be settled without aformal hearing,
adjusting the panel size can reduce the cost
of the process without diminishing its
value. Formally communicating a
minimum tolerance for appea adjustments
or introducing afees structure to
discourage frivolous appeals may aso
reduce the number of applications filed.

Transparent tribunal processesinstill public
confidence in the justice system and
strengthen the confidence of a party to a
proceeding in the outcome of the
proceeding. It is not enough that members
act in amanner that is fair; the parties must
be able to see for themselves that the
processisfair. In thisregard, we have
suggested formal criteria for member
selection, adoption of rules of practice and
procedure and, most importantly, the
provision of awritten rationale to support
decisions made to demonstrate quality and
consistency. Both parties to an appeal
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should be able to ascertain the board’ s
reasons and logic used in making a
decision. We are advised by both assessors
and tax agents that thisis currently not the
case.

It was aso clear in discussions with both
parties to the appeal process that thereisa
need to improve the communication and
cooperation between the Property
Assessment Department and the Board of
Revision. The friction between the two
organizations is having an impact on the
morale of assessment staff; if thisimpacts
thelir ability to successfully represent the
Department’ s position, the public is the
loser. While it isimportant to have a
certain degree of separation between the
two organizations for reasons of
independence, from the perspective of the
citizen, it is one function. We believe that it
isimportant for the two parties to support
each other in delivering quality serviceto
their joint clients.

The Board of Revision has successfully
delivered an efficient process to the citizens
of Winnipeg that has given all individual
and business taxpayers an opportunity to
challenge their assessmentsin an
economical and risk-free environment. It is
evident that there is a strong commitment
to serving taxpayers and meeting their
needs. We also heard compliments on the
overall capability of the current board
members and the desire of participantsto
retain a process that is less onerous than
that of the Municipal Board for the
majority of appeals. In addition, the
appedls process provides an excellent
quality control on the valuations process
and provides assurance the public that they
are paying their fair share of tax. Given its
importance, we believe that it istime to
formally review the Board of Revision
strategy, organization and processes. We

are recommending that a structure be put in
place to consider both legidative and
procedural amendments. In the report, we
have pointed to differencesin legidative
regimes that more clearly establish
protocols for the appeal s process and
practicesin severd jurisdictions that, in our
opinion, better balance the rights of the
citizen to have fair access with the costs of
delivering this service. We have also
discussed many suggestions for
strengthening the process and making the
Board' s accountability more transparent.
Many of the recommendations are not new.
They have been made before but have not
been acted upon. We recognize that the
changes may require a shift in priorities
and the cooperation of the Province. We
believe, however, that the time for change
has come.
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Winnipeg

Chief Administrative Officer Secretariat « Secrétariat dela directrice municipale

January 7, 2002

All Members of City Council
Ms. Shannon Hunt, City Auditor

Thank you for the opportunity to respond to the recommendations of the Audit of
the Property Assessment Function. | appreciate the time and the hard work that the City
Auditor and her staff have devoted to reviewing this function, and to helping us identify
opportunities for further improvement.

As the audit notes, we have made significant, measurable progress. The 1996
Scurfield Report was a clear call for prompt action on the part of the civic administration,
action to rectify serious shortcomings in our assessment system. That action has been
taken.

Over the past severa years, we have been engaged in a comprehensive process of
reform and business improvement in our Property Assessment Department. The backlog
of outstanding appeal s has been virtually eliminated. Winnipeggers now have access to
the most comprehensive preview processin Canada. Our valuation methods have been
brought up-to-date, consistent with other jurisdictions across Canada, and our staff are
better trained than ever before. The 2002 assessment roll was issued early, to allow
Board of Revision appeals to be heard before tax bills are generated — safeguarding the
City’sfinancial integrity.

| am pleased that this audit documents these improvements, observing that we have made
significant progress toward implementation of the Scurfield Report recommendations,
and adding that key risks related to the 2002 general assessment have been successfully
identified and mitigated. Nonetheless, as an administration, we are keenly aware that this
process of renewal isongoing. It iscontinuing, in our corporate planning, and
departmental planning, and our day-to-day operations; it must continue, because the
equitable distribution of the costs of government is crucial to good government. It must
be fair to every taxpayer, sound for the sake of our City’s stability, and efficient — as
every service we provide must be efficient. We cannot and will not lose sight of those
goals.

Erbyace fhe §/D//'r/}l - ViveZ / 8’5/0147[
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This audit helps us look forward, to see the next stepsin this process. Its
recommendations are very much in tune with the program of improvement in which we
have been engaged. We are taking action to address each one of these recommendations:
we are conducting a comprehensive study to benchmark our cost-effectiveness against
the leadersin the field, to help us find ways to do better; we are broadening and
strengthening our training processes, to help us further improve our valuation
performance; with the 2002 general assessment complete, we are turning our attention to
clearing the building permit backlog — significant progress will be achieved by year’s
end. And internally, we continue to adopt new techniques and technologies, like the
Property Information Tracking Application (PITA), to help us make better use of our
staff.

Of course, as our responses indicate, not al of the improvements we would like to
make can be undertaken by the City alone. We agree with the audit’s recommendations
regarding the potential benefits of a shortened assessment cycle, a more robust
compliance regime, and a streamlined appeals process. Any of these changes would
require legislative amendments; but, further to this audit, we will certainly be bringing
forward recommendations for Council’ s consideration.

Once again, thank you for the opportunity to respond; we look forward to our
continued work in support of quality assessment service to the City and the taxpayers of
Winnipeg.

Yourstruly,

“origina signed by”

Gail Stephens
Chief Administrative Officer

Etyace the §P//r/% « Ve /. '65/0/0}Z
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Winnipeg

Board of Revision « Comité de Révision

January 11, 2002

Shannon Hunt

City Auditor

3" Floor — 185 King Street
Winnipeg, Manitoba

R3B 1J1

| would like to commend the Audit Department on the “ Audit of the Property Assessment
Function”. To step into a complex environment and become this knowledgeable so
quickly is quite atask, one which | feel the Audit Team effectively carried out as
evidenced by the quality and scope of your report.

The Board of Revision welcomed your efforts and co-operated fully; allowing you full
access to our hearings, members and any information you required.

While specific recommendations can be debated and considered later, it is important to
focus on the Audit observations and general opinions on Process Performance and Future
Goals and Direction.

| recognize and concur with the identified areas requiring improvement as well as the
need for further enhancement in the quality of the process. The time cost associated with
any changes must till, in our opinion, be encompassed in a calendar that recognizes
timeliness. The Scurfield Report, above al else, emphasized this. The further removed
from the debacle of the mid-nineties we become, the more we should be mindful of the
lessons |learned.

Asthe Audit Report indicates, | have consistently lobbied and encouraged the City of
Winnipeg to expand the overall appeal process opportunity by issuing assessment notices
earlier.

In addressing the future direction for the Board of Revision, the Audit Report mentions
consideration of the Board as a Special Operating Agency. Most of the recommendations
directed at the Board of Revision in the report can be encompassed in the creation of such
an agency. Thisnew organizational structure could accept all the challenges identified in
the Audit Report and incorporate a higher perception of independence.

Erbyace fhe §/D//'r/}l - ViveZ / 8’5/0147[
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Opportunities also exist for the Board of Revision, as a Specia Operating Agency, to step
in and provide similar services to other municipalities, where there is a growing

realization, that the current practice of Rural Municipal Councillors serving as the local
Board of Revision and rendering decisions on their own assessment base, may not be

appropriate.
In the interim this Board of Revision will consider the Audit Report as an important

critique of its function and the opinions expressed will be incorporated in the Board's
ongoing program of improvement, change and devel opment.

Yours truly
“original signed by”

Randy T. Gibbons
Chairman, Board of Revision

RTG/Im
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Background

During 2000, the Audit Department
conducted an organization wide risk
assessment to determine audit priorities.
The results were presented to the Audit
Committee and formed the basis for the
2000 Audit Plan.

The Audit Committee identified the
Property Assessment process as an audit
candidate based on the significance of the
2002 general assessment to the City of
Winnipeg.

Committee members were a so interested
in the progress made since the release of
the City of Winnipeg Property Tax
Assessment Inquiry Report (Scurfield
Report) in 1996.

Audit objectives

We established three objectives for the
review as indicated below.

To determine progress made by the
City with respect to the
recommendations of the Scurfield
Report

To assess the extent to which risks
associated with the 2002 general
assessment have been identified and
plans developed and implemented to
mitigate significant risks

To identify opportunities to improve
systems and processes for subsequent
assessments

Audit scope and approach

The audit was approached from both a
short-term and long-term perspective. We
initially focused on those business
objectives that had to be met to ensure a
successful 2002 general assessment. Our
intent was to be able to provide assurance
that key risks had been identified and
managed. We then focused our audit on
identifying improvements to systems and
processes that would be beneficia to the
property assessment process in the long run
and would enhance sustainability and cost
effectiveness. This focusincluded areview
of the progress made towards
implementing those recommendations
made by the Scurfield Report that are
relevant to improving the property
assessment process. We also considered
possible legidative changes that would be
required to facilitate those improvements.

In addition to reviewing processes within
the Property Assessment Department, we
reviewed processes (for example, building
permits) originating in the Planning,
Property and Development Department that
provide information that can impact on the
quality of the assessment. In addition, since
performance cannot ultimately be measured
without reference to the results of appeals,
the scope of our review also included the
first-level appeal processes that are the
responsibility of the Board of Revision.

We approached our review in three phases:
Preliminary survey phase

Field work phase
Reporting phase

Audit of the Property Assessment Function
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In conducting our activities, we employed a variety of methodologies:

We interviewed the director, managers and staff of the Property Assessment
Department, managers and staff of the Planning, Property and Development
Department and the Chair, Board members and administrative staff of the Board of
Revision as well as key stakeholders such as Corporate Finance.

We surveyed other assessing authorities, first level appeal bodies and property-
planning departments in other jurisdictions (see Appendix A) and reviewed
professional association publications to benchmark City of Winnipeg processes.

We identified key business objectives relating to the success of the 2002 genera
assessment and performed a Risk and Control Assessment that was presented to
Department managers, the Board of Revision and the Audit Committee.

We reviewed and analyzed relevant background information and documentation,
operating information and processes, policies and procedures, independent
consulting reports and industrial publications and market trends.

We attended several Board of Revision hearings to observe the process and spoke to
tax agentsto gain their perspective.

We retained our External Auditors, Ernst & Young, to assist us in the information
technology portion of our audit and their observations and recommendations have
been incorporated.

We held three Control and Risk Self-Assessment (CRSA) sessions with Property
Assessment Department staff at the end of the audit to validate issues raised during
the review and solicit their assistance in generating solutions. A CRSA Summary
Report was issued to participants and managers and comments have been
incorporated into this report where appropriate.

We communicated the results of our review on an on-going basis and presented a
formal report to the Directors of the Property Assessment and Planning, Property
and Development Departments, the Chair of the Board of Revision, the City Clerk,
Senior Management, and Audit Committee at the end of the audit.

12
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The audit has been conducted in
accordance with generally accepted
auditing standards. In preparing our
report, we have relied upon extensive
interviews with administrative staff and
others and information, data, and other
documentary evidence provided to us. The
conclusions reached in this report are
based upon information available at the
time. In the event that significant
information is brought to our attention
after completion of the audit, we reserve
the right to amend the conclusions
reached.

Audit conclusions

Significant progress has been made
towards implementation of the
Scurfield Report recommendations.

In general, with the exception of
certain risks associated with
commercial properties, key risks
related to the 2002 general assessment
wer e successfully identified and
mitigated to a satisfactory level.

Opportunities exist for longer-term
improvements to the Property
Assessment function with respect to
both the valuation and appeals
processes.

Audit of the Property Assessment Function
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Introduction to the
property assessment
function

Brief history

Until the 1980's, the basis for all rea
property assessment was primarily a
historical cost approach. In 1983, the
Supreme Court of Canada handed down its
decision in a specific case against the City,
which was that taxpayers had the right to
be assessed at values that bore afair and
just relation to the value of other
properties in Winnipeg. The years
following this decision resulted in
assessments that generated high volumes
of appedls from taxpayers.

In early 1994, a multi-departmental task
force was created to manage the appeals
process, to expedite the hearings and
resolution of appeals, and to regularly
monitor and evaluate the appeal s process
results. The number of appealsfiled at the
Board of Revision resulting from the 1994
general assessment amounted to almost
20,000. Due to the implementation of an
action plan developed by the task force,
the majority of these appeals were heard
by February 1995.

During 1995 and 1996, the cost of
successful assessment appeals continued
to escalate. The Property Assessment
Department estimated high-valued
commercial appeals from the 1990 genera
assessment to be aliability of $54 million.

Due to the significant impact of the $54
million liability on the City, an
independent inquiry was launched and
completed under the direction of John
Scurfield in July 1996. The Scurfield

Report outlined a number of deficiencies
within the City of Winnipeg, generaly,
and the Property Assessment Department,
specificaly, and offered arange of
recommendations.

In 1998, The Property Assessment
Department conducted a general
assessment based on the 1995 reference
year. The Department prepared and
delivered the 1998 general assessment
rolls on June 30, 1997. Thiswas an
advanced delivery date to ensure the
stability of the assessments for the 1998
budget process. The number of appeas
heard by the Board of Revision resulting
from the 1998 general assessment was just
over 12,000. The Board of Revision heard
all of these appedls prior to the issuance of
the 1998 tax hills.

The Department brought forward a
customer service program as part of the
1998 genera assessment, which comprised
severa specific initiatives. These included
the creation of assessment advisory
groups, implementation of a preview
program to discuss issues with property
owners prior to the formal appeal's process,
the engagement of acall centre
information line for the initial screening of
customer inquiries and the introduction of
a Customer Service Centre to meet client
needs.

Since the 1998 genera assessment, a
heavy emphasis has been placed on
reducing the volume of appeals in backlog.
As of April 2001, realty appeds pending
at the Municipa Board amounted to less
than $1.0 million in estimated tax |osses.
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The Property Assessment
Department

The City of Winnipeg is entitled to levy
real property, personal property and
business occupancy taxes for al assessable
properties within its boundaries. The basis
for the tax roll for the City isthe
assessment roll. The City Assessor is
required to create the assessment rolls
every year and provide the requisite
notices to taxable parties.

Real property and personal property is
assessed at market value, which means the
amount that the property might reasonably
be expected to redlize if sold in the open
market in the applicable reference year by
awilling sdller to awilling buyer.

Business assessment is assessed on base
market rent of the premises plus utility
costs, which reflects the comfortable cost
of occupancy.

The City Assessor isresponsible for
carrying out a general assessment every
four years, aswell asissuing annua
maintenance rolls and amending the
assessment rolls in accordance with
legidative provisions. A general
assessment appliesto the year in which it
is made and to the three years following
that year. The reference year, the year in
which the assessor shall make assessments
of all assessable property, isthe year
following the year of the previous general
assessment.

The Property Assessment Department’s
role in providing fair and equitable
assessments with respect to property
valuation and annual assessed valuesis
significant with respect to the proportion
of total tax revenue received by the City.
Approximately 58% of all tax-supported

revenue relates to property taxes and
another 8% relates to business taxes.

Inaccurate assessments, which may be
difficult to defend during appeals
processes, present afinancial risk to the
City of Winnipeg. Additionally, when the
City loses an appeal that resultsin a
refund, the City funds the entire tax
adjustment that includes the education tax
dollars. Thereisalso arisk that an
undetermined amount of taxes are not
collected due to under-valuation of
property assessments.

The Property Assessment Department has
the responsibility to appropriately defend
appeals at the various appeal levels and
reduce the likelihood of successful
taxpayer appeals where the assessment is
based on fair and equitable valuations. To
assist in the mitigation of financial risk
relating to appeals that have been filed, the
Department also provides valuation
information to Corporate Finance, which
can assist the City in estimating and
budgeting for projected losses on appeals.

The Department has recently introduced a
new organizational structure based on a
geographic or neighbourhood assessor
model of service delivery. This structureis
intended to enhance customer service and
enabl e assessment staff to be more
available and accessible to citizens, with
the opportunity to develop arapport and a
sense of integration within the community
over time. The Department is now
organized under six divisions: Field
Services, Research Services, Quality
Services, Finance and Administration,
Data Services and Development, and
Communications and Customer Service.
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Property Assessment Department Divisions

Field Servicesisresponsible for the
assessment of real and persona property
values for property assessment purposes
and annual rental values for business
assessment purposes.

Resear ch Servicesisresponsible for
researching emerging trends in assessment,
interpreting and monitoring legislation,
ensuring that procedures are linked to
appraisal theory and legidation, and
ensuring that procedures are documented.

Quality Servicesisresponsible for
developing a quality management system
that supports quality assurance, performing
system audits to ensure that all functions
meet Department objectives and
establishing and delivering training

programs in quality disciplines.

Finance and Administration is
responsible for financia activities such as
budgeting and financial reporting as well
as administrative functions in areas such as
payroll and central records maintenance.

Data Services and Development is
responsible for systems development,
implementation and maintenance as well as
project management, desktop/client
support and infrastructure support to the
Department.

Communications and Customer Service
is responsible for communications
initiatives that support the Department’s
activities, the development and
implementation of a department-wide
customer service program and the
Department’ s compliance with provisions
of the French Language Services By-law.

For 2001, the Department has budgeted for
159 full-time positions, with 17 staff
represented by WAPSO, 8 staff that are
WAPSO-exempt and 133 staff represented
by CUPE. For 2001, the expenditure
budget for the Department is $12.5

million, of which $8.7 million is sdaries
and benefits and $3.8 million is for other
operating expenses.

The Board of Revision

Established by the Municipa Assessment
Act, the Board of Revision isaquasi-
judicial body appointed by Council to hear
appeal applications against the assessed
value and classifications of properties
within the City of Winnipeg. It also has
the responsibility to hear applications
against the assessed rental value or
classification for business assessment tax
within the City. The Board is independent
of the assessment authority, the City of
Winnipeg Property Assessment
Department.

The purpose of the Board is to provide an
independent forum to hear appeals
respecting assessment issues for property
and business assessment. It performs this
responsibility by holding scheduled
meetings at the Board' s offices as well as
at various community committee offices
throughout the City.

By virtue of Council motion, the Board
has a maximum of 37 citizenswho are
appointed by the Selection Committee of
the Executive Policy Committee to fulfill
their role as Board members by hearing
and deciding on appeal applications.
Hearings typicaly consist of panels of
three members and are scheduled through
the year to hear appealsrelating to
assessments.
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The City Clerk’ s Department has the
responsibility though an organizational by-
law to provide administrative, policy and
procedural support to the Board. Support
services also include the convening of
hearings and the communication of
decisions.

In preparation for the appeals relating to
the 2002 general assessment, the Board
member complement has been expanded
to 32 members with 2-year terms expiring
December 31 2002. For 2001, the Board of
Revision expenditures are budgeted at
approximately $1.0 million, which are
primarily comprised of City Clerk
administrative staff salaries of $0.5 million
and Board member remuneration of $0.3
million.

Observations and
recommendations

The remainder of report documents the
results of the audit process. Our
observations are organized under each of
the three Audit Objectives. In doing so, we
can comment on the past, the present and
the future of the Property Assessment
Function in the City of Winnipeg.

Audit objective one

The past: Progress made on the
Scurfield recommendations

The Scurfield Report made a large number
of recommendations to the City, many of
which related to the Property Assessment
Department and the Board of Revision
concerning the performance of the
assessment and appedls activities. Our first
audit objective was to determine the
progress made on the implementation of
the key recommendations in the Scurfield
Report.

Significant progress has been made in
addressing issues and concerns identified
by Scurfield and the City isto be
commended on the actions taken. Key
recommendations that have been
implemented or are in progress are shown
on the next page.
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What has been accomplished?

A new City Assessor was appointed in 1997.

The City Assessor and Director of Corporate Finance now report to a Chief Financial
Officer to enhance coordination and cooperation between the two departments.

The Property Assessment Department has been pro-active regarding implementation
of severa new initiatives, such as development of an award winning website that has
been deemed a great success.

Training and education have been made available to Department staff.

External expertise in such areas as regression modeling, valuation guidelines and
quality assurance has been acquired to assist in performing a high quality assessment.
Customer serviceinitiatives for the taxpayer, such as a preview program and call-in
centre, have been implemented.

A multi-departmental task force was implemented to expedite the hearing of appeals
and to facilitate interaction and coordination.

Advisory groups comprised of representatives from the private sector have been
created for the past two general assessments to act as a forum for exchanging
information and addressing concerns.

Since the 1997 roll year, the roll delivery date has been advanced to enable the Board
of Revision to hear all appeals prior to the setting of a mill rate.

An assessment appedls control system was implemented for tracking appeals and
appeal outcomes. As well, the Department has been monitoring actual 10sses against
projections for Municipal Board decisions as a means to manage financial risk to the
City.

Legidation, effective January 2002 and impacting assessment rolls commencing with
the 2003 roll year, will empower the Boards to increase property assessments, if
appealed, at the request of the City Assessor.

Executive Policy Committee has struck a selection committee to screen alist of
candidates from which it makes recommendations for appointments to the Board.
While separate branches have not been created, the Chair of the Board of Revision
has designated certain members, based on expertise and experience, to hear the
generaly more complicated commercial appeals.

Terms of Board of Revision members have been extended to two years, which allows
members to become more experienced in rendering decisions.

The Board of Revision has cooperated with the Department in the scheduling of
appea hearings.

The Chair of the Board of Revision has introduced a three-level training program for
Board members and developed a training manua with information on legidation and
the valuation and appeal s processes.
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In addition to those recommendations that have been implemented, severa arein the
planning phase.

What is being planned or partially implemented?

A review of the structure and classification of assessor positionsis in process, which
could result in a consolidation of assessor positions, re-alignment of roles and
responsibilities, and identification of possible skill gaps and identification of

potential efficiencies.

According to the Property Assessment Department Business Plan, the Department
plansto build an integrated information system that captures and maintains current
and accurate assessment data for both business and realty purposes.

The Department is currently enhancing the reporting capability of the appeals
application and control system, which will include automating the tracking and
reporting of actual appeal losses of Municipal Board decisionsin relation to potential
losses and providing similar reporting for Board of Revision decisions.

We reiterate that significant progress has been made. At the same time, some
recommendations have not been implemented and some challenges must still be met. We
recognize that, in some cases, circumstances have changed since the Scurfield Report was
released and the recommendations may no longer be appropriate. In other cases, we concur
with the recommendation and believe that it should still be addressed.

What recommendations have not been implemented?

Monitoring and evaluation of staff should be done on a systematic and regular basis
a al levels.

The right to appeal against the assessment of residential property should be limited to
a hearing before the Board of Revision.

The selection of Board of Revision members should be carried out according to well-
defined criteria established by an independent selection committee.

An under-assessment unit should be established to track and deal with those
properties that are potentially under-assessed.

Feesfor filing applications for revision should be imposed as to defer frivolous
appedls.

A single Board member should hear residential appeals.

Board members should be required to provide a brief summary of the rationale for
their decisions on a standardized form.

All of the recommendations are considered later in our report under Audit Objective 3 in the
context of the relevant business objectives.
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Audit objective two

The present: The 2002 general
assessment

Our second objective was to assess the
extent to which risks associated with the
2002 general assessment have been
identified and plans developed and
implemented to mitigate significant risks.
We structured these risks against three key
business objectives that we determined

had to be achieved in order for the
upcoming general assessment to be
successful.

Key business objectives

1. Valuationsare accurate, fair and
timely.

2. Valuations are accessible and
under standable to the public.

3. Theappeals processisfair,
transparent and effective and the
liability for potential financial
losses has been appropriately
recognized.

Business objectives 1 and 2

We have provided a separate risk
assessment and analysis for the first two
objectives related to the valuation process
and for the final objective that relates to
the appeal's process.

The process for assessing the risk
associated with the general assessment

was completed in two stages. In the
planning phase of our audit, we conducted
apreliminary risk assessment based on
risk factors that could impede the
achievement of the three business
objectives and our preliminary review of
controlsin place to mitigate each risk. Our
preliminary risk assessment enabled us to
identify what we considered to be the
areas with the highest residual risk.

This served two purposes. First, it allowed
us to provide Property Assessment
Department management with a report
(February 2, 2001) on our preliminary
findings and thereby give them an
opportunity to make any adjustments that
they deemed necessary to facilitate the
successful completion of the general
assessment. Second, it enabled us to focus
our review on high-risk areas and to
identify key controls that should be tested
for effectiveness. At that point in time, we
determined that the highest risk areas
concerned commercial property valuations
and the Department’ s ability to
appropriately defend these valuations
during the appeal's process.

Near the conclusion of our fieldwork
phase, and just prior to the delivery of the
assessment roll of July 30, 2001, we
provided arevised risk assessment. The
results of this assessment were presented
to Audit Committee on July 17, 2001.
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Business objectives:

1.

2.

Vauations are accurate, fair and
timely.

Valuations are accessible and
understandable to the public.

Potential impacts of failure to meet
business objectives:

Higher rate of appeals
Insufficient time to process first
level appeals prior to setting of
tax rall

Inability to defend appeals
Inequitable distribution of taxes
Possible loss of tax revenue

Inherent risks (may vary with
assessment type):

Complexity of vauation process
and methodologies

Degree of judgment required in
valuation process

Volatility of the market given 4
year assessment cycle
Legidation that holds City
responsible for 100% of tax
refunds

Extent of organizational changein

the Property Assessment
Department

Introduction of new

methodol ogies and technologies

In providing the results of the risk
assessment, we reported on the risks
separately for the four assessment types:
residential, commercia, and personal
properties and business assessment. The
following indicates the level of financid
exposure the City hasin terms of assessed
value and related tax revenue based on the
2001 budget information.

Real property valuation accounts for
$25.4 hillion in assessed vaue and
$381.0 million in real property tax
revenue for the City. Within real
property, residential property
containing four or less dwelling units
accounts for $14.5 billion (57%) of
assessed vaue and $209.0 million
(55%) in real property tax revenue
while commercia/industrial/
institutional property accounts for $8.1
billion (32%) of assessed value and
$124.0 million (33%) in real property
tax revenue.

Business occupancy valuation
accounts for $560.0 million in annual
rental value and $52 million in tax
revenue for the City.

Personal property valuation accounts
for $4.0 million in tax revenue from
130 personal property records with an
assessed value of $178.0 million.
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Risk and Control Assessment

- By Property Type
L
E
Commercial
\E/ Property
|_ Medium
_ _ _ to high
Medium Residential
O Property
F
R Business .
| Occupancy AL
Medium
S to Low
Personal
K Property
Low

Type of property or assessment

Risk assessment and analysis

Our risk assessment of personal property
resulted in alow rating because the
volume of properties, assessed values and
related tax revenue are relatively low.

With respect to business occupancy, at
the time of the preliminary assessment, the
risk was assessed as medium/low because
the business assessment process had not
yet commenced. Our subsequent fieldwork
indicated that processes are in place to
ensure that the business assessment roll

will be reasonably complete and based on
current information. Our risk assessment,
therefore, has been reduced to a low rating.

Our risk assessment of the residential
property valuations was reduced from the
original medium rating to a low rating
because of the numerous actions taken by
the Department to address the risks
relating to the valuation of residentia

property.

Our risk assessment of commer cial
property was lowered from medium/high
to medium/low based on the mitigation
strategies identified through our review.
However, we could not reduce therisk to a
lower level because of the inherently
complex nature of commercia property
assessment, the degree of volatility in
valuations of some commercia property
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types and concerns expressed by the
external quality assurance consultants
about the adequacy of documentation. In
addition, uncertainty exists about how the
two month delay in the delivery of therall,
which we were advised was dueto a
directive by EPC and the need to await a
decision on proposed legidative
amendments, could impact on the
Department’ s ability to prepare and defend
appedls at the Board of Revision before
the striking of the tax roll.

Successful mitigation strategies

Since 1996, the Department has focused
on the management and elimination of
appeals to decrease risk and establish
financia stability, reliability and
credibility. The backlog of appeals from
previous reassessments and accompanying
fiscal risk has been eliminated. While till
maintaining this focus, in recent years the
Department has made a concerted effort to
improve servicesin four key aress:

Accuracy of valuations

Integrity of data

Reliability of methodologies and tools
Client relations

This focus, along with several specific
initiatives is responsible, in our view, for
the successful mitigation of the key risks
associated with the 2002 general
assessment. Successful strategies include

Establishment and partia
implementation of the Quality and
Research Services divisions
Implementation of the Computer
Assisted Mass Appraisa (CAMA)
system

Inspection of 80,000 residencesto
ensure integrity of data

Formation of six advisory groups to
assist in the methodology review

Use of external expertise to assist and
train staff in residential modelling

Use of external expertise to benchmark
appraisal of various property types
Introduction of several customer
service initiatives such as the preview
program for residential properties,
award-winning website, call centre and
open houses

Re-organization of the Department to a
neighbourhood assessor model

We commend the Department on these
successful initiatives and anticipate that
application of such strategies to the
commercial property portfolio in future
years will drive down the risk associated
with that property type.
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Business objective 3

Business objective:

The appeals processisfair,
transparent and effective and the
liability for potential financial losses
has been appropriately recognized.

Potential impacts of failure to meet
business objective:

Appeals not heard before the
finalization of the tax roll

Loss of credibility and confidencein
the fairness of the assessment
process

Increase in apped refunds

Loss of revenue in future years for
specific and comparable properties
Impact on budget and funding
sources for underestimated liability

Higher rates of appeal to Municipal
Board

Inherent risks:

Nature of a public process can lead
to enhanced or reduced reputation
Legidation does not require afee to
deter frivolous appeals

Loss of staff expertise may impact
on defense of appedls

Increase in number of private tax
consultants may increase number
and success of appeals

Lack of understanding of the
decision because no reasons are
provided

Estimation of liability requires
assumptions and prediction of future
events

Risk assessment and analysis

Overadl, we believe that the City has
reduced the key risks associated with the
appeals process for the 2002 general
assessment to amediumto low level.
Similar to the valuation process, however,
we believe that more risk is associated
with appeals of commercial property due
to the complexity of the valuation, delayed
completion of the assessment roll and loss
of expertise in the Assessment Department
to defend appeals. In addition, the absence
of arequirement to provide arationale for
decisions may increase appeals to the
Municipal Board.

Successful mitigation strategies

Both the Property Assessment Department
and the Board of Revision have been
involved in actions and strategies to
reduce the risks associated with the
appeals process. Initiatives include

Several departments sit on the
Assessment/Tax Communications Task
Force to focus effort on timely
resolution of appeals.

Scheduling of appeal hearings has been
improved to ensure completion before
the finalization of the tax roll.

The Property Assessment Department
has introduced a mentoring program to
develop expertise on the part of
assessors handling appeals.

City lawyers have been dedicated to
support assessors in defending appeals.
The Chair of the Board of Revision has
introduced new Board members and
developed a code of conduct.

The Chair has also created a three-level
training program, circulates a periodic
newsletter and annual report to
members and holds mentoring and
focus group sessions with Board
members.
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The Board of Revision has introduced
asurvey for residential appellantsto
evaluate and improve customer
service.

The Board of Revision has scheduled
commercia and residentia appeals
concurrently to ensure that high value
properties are heard early.

The City’ s External Auditors have
expanded procedures to provide
assurance on the reasonability of
ligbility estimates.

We commend the City on the success of
these initiatives in reducing the risks
associated with the 2002 general
assessment. Recommendations to enhance
overall effectiveness of the processin the
future are discussed in the next section.

Audit objective three

The future: Opportunities for
improvement

Our third audit objective was to identify
opportunities to improve systems and

processes for subsequent assessments.
Since many of the fundamental risks are
the same from assessment to assessment,
much of what we have learned about
challenges identified during the 2002
assessment process has been used as a
basis for identifying areas of future
improvement.

The report on audit objective 3 is divided
into two parts: the Valuation Process and
the Appeals Process. Each part reviews
the achievement of business objectives
from two perspectives. Initially, we
attempt to provide a high-level discussion
about the current performance of each
process. We identify key indicators and
compare performance to standards
established by the City, professional
associations or authoritiesin other
jurisdictions. Secondly, we identify
weaknesses in the control environment
that contributed to performance gaps and
make recommendations for improvement
to the valuation and appeals processes. As
part of thisanalysis, we also identify
opportunities to enhance the future
effectiveness of the property assessment
function as awhole.
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A note on accountability reporting

Governments are under increasing pressure to be more accountable. Taxpayers,

voters and consumers of goods and services, are al stakeholders who demand
accountability from those whose actions affect their lives. In order for
accountability to be effective, credible and timely information should be reported
to demonstrate the performance achieved (results) and what has been learned.
The City of Winnipeg has responded to the demand for accountability by
introducing corporate and business planning. A key element of business planning
is the establishment of performance measures and performance targets. At this
stage in the implementation of business planning, performance measurement and
reporting still requires development. As aresult of thisinitiative, we expect, in
the future, that Administration will report complete accountability information on
performance. As accountability reporting matures at the City of Winnipeg, this
type of performance related information should be regularly reported by
Administration to Council and the public. At that time, the Audit Department
would be in a position to provide assurance on the fairness and reliability of these
management representations.

In the absence of comprehensive performance reporting on the performance of
the property assessment function, we obtained and analyzed performance related
information from the Property Assessment Department, Board of Revision,
Planning, Property and Development Department and other property assessing
and appeal authorities. Thisinformation forms the basis for our report on current
performance.
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THE VALUATIONS
PROCESS

Two fundamental goals exist for
effectively structured assessment systems:

The assessment system should
estimate property values at
market valuein a cost-effective
manner.

The assessment system should
estimate property values
uniformly in a cost-effective
manner.

Thefirst goal identifies the importance
placed on the accuracy of the assessors
estimates of value, as measured by the
selling prices of properties on the open
market. The second goal recognizes that
assessors individual assessments should
be equitable. Both goals acknowledge the
limitations of time, personnel, and
financial resources.

1. Current performance—where
are we now?

Performance of the Property
Assessment Department

Operating environment

Property assessment activities are carried
out in an environment that is very much in
the public eye. Since the financia crisis of
the mid-1990's, the function has

undergone a number of studies, the most
well known being the Scurfield Report.

Due to the nature and frequency of the
genera assessment process, the Property
Assessment Department operates in four-
year cycles. Unfortunately, the
Department has been caught in are-active
mode for at least the past four generd
assessment cycles. Asaresult,
management and staff were spending a
great deal of time addressing appeals from
prior assessments and particularly prior
genera assessments. This has adversely
impacted their ability to be pro-activein
dealing with regular maintenance activity
aswell as preparing for the next general
assessment. This process of ‘looking in the
rear view mirror while driving forward’
had become a standard way of doing
business in this Department.

At the same time, expectations have been
placed on the Department to arrive at fair
and equitable valuations that do not result
in alarge number of appeals and lost value
relating to appeal decisions. In response to
these expectations, mgor changes have
been introduced to move the Department
to be more customer-focused, market-
based and electronicaly driven in its mass
appraisal approach to assessment
valuations. The Department has been in
the midst of atransition to a new
organizational structure over the past three
years, which has placed additiona
pressures on staff to manage new roles and
responsibilities while new systems and
processes are under development. In
addition, the Department went through a
physical re-location to a new building.

In combination with these changes,
budgeted staffing levels at the professional
assessor level have been gradually
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decreasing while a number of staff with a
significant amount of knowledge and
practical experience have either retired or
are near retirement. Relatively significant
turnover and movement in divisional
management have also impacted on the
continuity of leadership and direction
provided to staff. These staff movements
have made managing the large number of
significant changes an even more
challenging task.

Two key business objectives have been
identified as relevant to the valuation
process.

Key business obj ectives

Valuations are accur ate, fair and
timely.

Valuations ar e accessible and
under standable to the public.

The following performance criteria have
been taken from the Property Assessment
Department Business Plan 2001-2003:

Quality of assessments

Timeliness of information
Cost-effectiveness of Administration
Accountability to the community

In the following discussion, we will
highlight some key performance indicators
against which to measure the achievement
of the Department’ s key business
objectives.

Quality of assessments

Performance related to the quality of
assessments is measured by the accuracy
and uniformity of assessed values and the
completeness of the realty assessment roll.
Indicators of performance include results
of ratio studies and consistency with
industry standards, the level of confidence
that all assessable properties have been
included in the roll and the number of
appeals launched and the outcome.

1. Results from ratio studies

Vauations are determined for each
property type based on the data obtained
and the valuation approach used. On an
overal basis, the International Association
of Assessing Officers (IAAO) Sandards
on Ratio Sudies establishes a number of
statistical standards that an assessing
authority should meet when measuring the
level and quality of the assessment. The
assessment/sales ratio study measures how
well an assessment authority estimates
property at market value, as well asthe
uniformity of the assessment.
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Measuring the level and quality of the assessment

The assessment/sales ratio study, a comparison of the estimated market values
to the sales prices of a set of properties, offers a number of statistical tools to
evaluate property assessments. The median sales ratio is one measure that
shows the central tendency of the ratio, that is, how close assessment valueis
to market value. Assessments should have median sales ratios between 90 and
110 percent, according to the standards set by the IAAQ.

Other statistics measure the uniformity of the assessment. The coefficient of
dispersion (COD) measures the tightness of the individual ratios around the
median sales ratio. Low CODs indicate acceptable uniformity among
assessments; high CODs indicate inconsistent assessments.

The price-related differential (PRD) measures whether assessments are
regressive, that is, whether estimates are higher on lower-valued homes than
they are on homes of greater value. A PRD of 1 indicates no bias between
lower- and higher valued properties. Assessments with PRDs greater than 1
are considered regressive, while those less than 1 are considered progressive.

Source: International Association of Assessing Officers, Sandards on Ratio Sudies

The following table summarizes the results from ratio studies conducted by the external
consultants.

Results of ratio studies on general assessment

IAAQ Standards

Assessed Measure of COD PRD
Value Central Tendency

($ Billions)
Residential $14.92 Met Standard Met Standard Met Standard
Condominiums 0.94 Met Standard Standard not met | Met Standard
Multi-residential 1.84 Met Standard Met Standard Met Standard
Commercial 5.34 Met Standard Standard not met | Standard not met
Industrial 1.83 Met Standard Met Standard Met Standard
Vacant Land 31 Met Standard Standard not met | Standard not met
Vacant Land 15 Met Standard Met Standard Standard not met
(Residential)
Farm 13 Met Standard Met Standard Standard not met
Other (not included 2.27
in the Ratio Study)
Total $27.73

Audit of the Property Assessment Function

31



All property types met the IAAQO standard
for central tendency. In addition, the
genera assessment of residential
properties, multi-residential properties,
and industrial properties met all three
IAAO standards. In total, these property
types represent approximately $19 billion
in assessed vaue and the mgjority of
propertiesin the City.

The commercial property assessment,
however, did not meet the standard for two
of the three key measures at the time the
ratio study was conducted. Although this
did not necessarily mean that the values
were not reasonable, it is an indicator that
the Department had not adequately
reviewed assessment to sales ratios to
identify and explain any extreme ratios. As
well, with respect to commercia
properties, those quality assurance
processes relating to sales comparisons
were not completed.

2. Completeness of the assessment roll

The Property Assessment Department has
two specific performance goals that deal
with the completeness of the assessment
roll:

1. All assessable property isidentified
and on the assessment rolls.

2. Information on properties including
property descriptions, income,
expense and sales data, and other
property attribute data is accurate and
reliable.

While the Department has made progress
in improving the completeness of the
assessment rollsin the past general
assessment, thisis an areathat continues
to require ongoing attention. We are
including information that reflects on
performance in this section; however,
reference should be made to later sections

of the report for detailed comments
pertaining to the activities mentioned
below.

Real property assessment roll

The Department undertakes several
activities to address the compl eteness of
the real property assessment roll:

Processing of building permits

Building permits are a primary source of
information that the Department uses to
update the property characteristic data on
its database with respect to newly
constructed properties and improvements
to existing properties. We found that the
Department has been experiencing
increasing backlogs of unprocessed
building permits and permit values over
the past few years. It islikely, however,
that the assessed value of the backlog is
much less than the permit value since not
all improvements result in a dollar for
dollar increase in assessed value. Aswéll,
other activities conducted by the
Department to ensure completeness of the
assessment roll, such asfield inspections
and property income and expense
guestionnaires, may have identified these
changes. Currently, the Department is
unable to determine to what extent other
processes have captured the changes to
properties resulting from building permits.

As of July 2001, our review of the
building permit database maintained by
the Department indicated that 16,140
permits with approximately $1.2 billion in
permit value had not been processed. This
value represents approximately 4% of the
Real Property Roll.

Field inspection program

Field inspections provide another means of
detecting changes to property that may
affect assessed value. The Department
does not have a strategy in place to
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regularly inspect properties in the City.
For properties that are valued through
either the sales comparison approach or
cost approach, the currency and accuracy
of property dataiscritical.

In 2000, the Department completed a data
collection initiative, otherwise known as
the Field Inspection Program. This effort
resulted in the full or partia inspection of
approximately 50% of the residentia
propertiesin the City. The results were
significant; approximately $28 million in
assessed value was identified through this
process. We were informed that
information changed on 78% of the
properties inspected.

Income/expense questionnaires

A ggnificant number of high-value
property types, such as commercia and
industria, are valued through the income
approach. As aresult, the quality of the
valuation is highly dependent on the
amount and quality of the income/expense
data collected. In order to obtain this data,
the Department sends out questionnaires to
all the owners of rental properties or their
representatives to obtain the necessary
information.

In preparation for this general assessment,
the Department encouraged property
owner compliance to the information
regquest by incorporating relevant
provisions from the Municipal Assessment
Act regarding the obligations of the
owners and the problems associated with
non-compliance. These changes to the data
gathering process resulted in a much
higher response rate (67%) than in prior
years. While the increase in the
compliance rate is encouraging, a
significant number of properties still exist
where information has not been confirmed
through this mechanism.

Industrial properties

The City of Winnipeg generally interprets
real property as that which is permanently
affixed to the building. We understand that
some industrial properties have equipment,
such as conveyer belts, furnaces, tanks and
manufacturing equipment, which are
affixed to the building, but are not
assessed by the City. We have been
advised that these types of property have
not been assessed because research is
required to determine how to value it and
resources will be required to inspect these
properties in order to obtain an inventory
for assessment purposes. We are unable to
determine the value of equipment that
could be added to the real property
assessment roll.

Business assessment roll

Business occupancy tenants, who
ultimately pay business taxes based on
business assessment valuations, have a
much larger turnover than property
owners. As aresult, where existing
business occupants have closed down or
new businesses have been established,
thereis an increased risk that the City will
have difficulty in identifying al businesses
and collecting business taxes.

For the 1998 general business assessment,
the Department undertook a canvassing
effort that resulted in the identification of
approximately $4.5 million in additional
tax revenue. Since that 1998 canvas, the
Department has performed ongoing

mai ntenance to the assessment roll by
canvassing al notified changes to tenancy.
In addition, the Department is currently in
the processing of canvassing those
business properties that are shown as
vacant on its database to determine if a
business occupant has filled the space.
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Personal property assessment roll

In the Municipal Assessment Act (MAA),
personal property means “ goods and
chattels and, without limiting the
generality of the foregoing, includes
inventory, machinery and equipment but
does not include an intangible item of
personal property or goods or chattels
that are improvements.”

Currently, the MAA requires the City to
assess personal property on gas
distribution systems, spurs and railway
sidings, and oil, natural gas or salt
production equipment. Accordingly, the
City of Winnipeg Act (CWA) requiresa
by-law change for any further property
assessments. The resulting potential

impact on the assessment roll is not known
at thistime.

3. Level of appeals

The overal number of appedsfiled at the
Board of Revision has dramatically
decreased over the past three general
assessments.

Assessment Appeals
General Assessments

Assessment Year 1994 | 1998 | 2002
Total Appeals Filed 19,616 | 13,575 9,271
By Property Type

Residential — Single 12,104 8,824 5,612
Family Dwelling

Residential -Multi- 3,149 1,080 670
family

Residential - 1,039 1,199 399
Condominiums

Commercial and 2,864 2,023 2,390
Industrial

Institutional 119 139 122
Other 341 310 78
Overall Appeal Rate 10.2% 7.0% 4.7%

Appeals Following General Assessment

8 30000

.Lt 19616

«» 20000 - 13575

‘® 10000 -

T |

o [T ]
1994 1998 2002

Roll Year

The number of assessment appeals filed at
the Board of Revision for the last three
general assessments are captured below by

property type.

While there is a positive trend emerging in
the overall appeal rate, the appeal ratein
Winnipeg is still higher than that of other
jurisdictions. Cities surveyed (see
Appendix A) reported appeal rates ranging
from 0.8% to 3.2%. However, we

acknowledge that there are some key

legidative differencesin the City of

Winnipeg legidation, such as onus on

appeals being with the assessor as opposed
to the appellant and the lack of downside

risk for a property owner to appeal its
assessed vaue (until new legidation

becomes effective in January 2002), that
create an inherent risk of incurring higher
appeasin thisjurisdiction.
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Analysis of 2002 appeals to the Board of Revision

Over 60% of the appealsfiled at the Board of Revision with respect to the 2002 general
assessment are for residentia properties. Commercia/industrial property assessment appeals
account for nearly 26% of the appeals filed.

General Assessment Appeals
Breakdown of the Volume of Appeals
(by Property Class)
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Property Class

For the 2002 general assessment appeals, the value related to commercial/industria
properties accounts for over 61% of the total value of property appeaed, while the value
related to residential properties appeaed is about 10%.

General Assessment Appeals
Breakdown of the Value of Appeals
( by Property Class)
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The appeal rate for residential properties

has dropped from 7.3% for the
1994 general assessment to
3.3% for the 2002 generd
assessment. The value of
residential property appealed

9.00%

General Assessment Appeals
Residential Appeals
(Class 10)

has also declined from 8.3% of 8.00%

the assessed value of
residentia property for the
1994 general assessment to
4.1% of the assessed value for
the 2002 general assessment.

Appeal Rate

0.00%

7.00% A
6.00% -
5.00% A
4.00% A
3.00% A
2.00% -
1.00% -

O % of Residential
Properties

B % of Value of Residential
Properties

1}

The only property class
showing an increase in the
volume of appeals compared

1994

1998

Assessment Roll Year

2002

to the 1998 general assessment is the

commercia/industria property
class. The appeal rate has
increased from 18.7% in 1998
to 23.1% for the 2002 general
assessment. The value of
commercia/industria property
appealed has increased from
38.9% of the total assessed
value of commercia/lndustria
property for 1998 to 50.3% of
the total assessed value of
commercia/industria property
for the 2002 generd

60.00%
50.00%
40.00%
30.00%

Appeal Rate

20.00% A
10.00% A
0.00% -

General Assessment Appeals
Commercial/Industrial Appeals
(Class 60)

0% of Commercial

Properties

B % of Value of
Commercial
Properties

1994 1998 2002

Assessment Roll Year

assessment.

Appeal rates are consistent with the results
of our risk assessment and the review
performed by the external consultants.
Mitigation strategies employed by the
Department to reduce the risks associated
with residential appeals have been
successful and the positive trend reflects
this success. On the other hand, although
advisory groups for various types of
commercial property were established to
mitigate the risk of higher appedls, the
lack of afull preview program for
commercia properties and the inability to
complete quality assurance processes due

to other priorities has created higher risk
or uncertainty in the commercial property
assessments and thisis reflected in the
higher rates of appeal for this property
type. The impact of afour-year cycleis
also more apparent on the more volatile,
higher value commercial properties.

4. Results from appeals

We have reviewed the experience of the
Department at the Board of Revision as an
indicator of the quality of assessments. For
the 1998 General Assessment, we found
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that appeal losses accounted for 9.42% of
the property value appealed and resulted in
a 1.5% reduction in the value of the
assessment roll. We also found that
commercia appeals had the highest loss
rate for all property classes at 12%.

1998 Appeal Losses at the Board of Revision

Property Percentage Percentage Loss
Class Loss in Value in Value

of Appealed Of Property Class
Properties

Residential 7.45% 0.44%

Residential 11.65% 4.32%

multi-family

Condo- 4.98% 0.75%

miniums

Commercial/ | 12.08% 3.36%

industrial

Institutional 4.18% 1.38%

Other 8.49% 3.63%

Total 9.42% 1.50%

An external consultant study completed by
the Department indicated that the average
percentage reduction received by
properties under appea in the City was
higher than the study average for other
jurisdictions.

Department. Commercial/industrial
appeals, on the other hand, accounted for
only 15% of the volume of appeals but
48% of the value and 54% of al appedl
losses. Other property types accounted for
the remainder.

Timeliness of the release of the

assessment roll

The legidative deadline for release of the
assessment roll is December 31. The
Department, however, establishes an
earlier deadline to plan for each year. The
earlier the delivery of theroll, the more
likely it isthat all first level appeals will
be heard and resolved before the mill rate
isset in February.

We reviewed the apped 1998 Assessment Appeals

losses for the 1998 Residential vs C ial Analvsi

General A ent and esidential vs Commercial Analysis

found that, while the vast BINumber of Appeals
majority of appeals were 70% B Value Appealed
for residential 60% O Appeal Losses
assessments, the majority 500 |

of value was lost on 40% -

commercia and industrial 30% -

appedls. 20% -

Our anaysis of the 1998 10%

genaal mnmt 0% Residential - SFD Commercial/Industrial Other

indicated that 65% of al Property Class

appeals related to single-

family dwellings. These residentia
properties accounted for only 18% of the
total appeaed property value and 17% of
the total appeal losses incurred by the
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Property Assessment Realty Roll Delivery

Roll | Planned | Delivery Met Met

Year | Delivery Date Legislative | Planned
Date Deadline? | Deadline?

1998 | June 30 | June 30 Yes Yes
1997 1997

1999 | May29 | May 29 Yes Yes
1998 1998

2000 | May3l | May31l Yes Yes
1999 1999

2001 | May3l | May3l Yes Yes
2000 2000

2002 | May31 | July30 Yes No
2001 2001

Winnipeg's operational cost per parcel isthe
highest of the cities surveyed. However, we
recognize that there are a number of factors,
such as legidative differences, smaller
economies of scale, higher levels of appea
and, in two cases, more complex

methodol ogies that must be considered in
analyzing the reason for this.

Operational Cost Per Parcel

$40

Although the legidative deadline was met,
the 2002 Annual Realty Roll was not
produced prior to May 30, 2001 as
planned. We were advised that this was
primarily due to an EPC-directive to delay
theroll aswell as the Department’ s desire
to await the outcome of proposed
legidative amendment relating to the
Board’ s authority to revise appealed
valuesin both directions.

Cost-effectiveness of administration
This category measures performance related
to the cost of delivering assessment services
and the comparability of costs to other
assessment agencies. There are two key
indicators of performance: operational cost
per parcel and number of parcels
maintained per employee.

$35 1
$30 i
$25 SR
$20 SR
$15 + [ SR

Cost per parcel

Jurisidiction

*Includes business assessment
** Regional Office of Provincial Assessment Corporation

Winnipeg maintains the lowest number of
parcels per Assessor of all cities surveyed:

Number of Parcels Maintained per Assessor

(*includes Business Assessments)

Parcels
w
o
o
o
I
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The details are contained in the chart below.

Comparison to other jurisdictions

Jurisdiction Parcels to Assessor Ratio Cost per Assessment
Comparison to Cities Operating Cost**
Winnipeg* 2,623 $38
Regina 3,589 $30
Calgary 3,441 $30
Edmonton 4,273 $29
Saskatoon 4,621 $28
Vancouver 5,320 $24
Ottawa 4,472 $23
Hamilton 4,306 $21
Halifax/Dartmouth 5,228 $20
Comparison to
Provincial Authority Full Cost***
Winnipeg* 2,623 $60
British Columbia 4,329 $35
Ontario 3,702 $34

* Includes business assessment

** Operating cost excludes debt charges, facility charges, IT support, legal services and taxation services. For cities that
operate under a provincial authority (Ontario and B.C.), head office costs (i.e. policy, research, finance & administration) may
not be included.

=+ Eull cost includes all charges (except legal services) to be comparable to the Winnipeg budget/allocation.

Again, more work will have to be done to confirm this analysis and account for the
differences among jurisdictions. It is interesting to note, however, that provincial authorities
when fully costed appear to be significantly more economical than city-based authorities.

Accountability to the public

Over the past three general assessments, the Department has made considerable progress
towards improving taxpayer accessibility to property assessment information.

Processes for Increasing Accessibility

of Assessment Information
to Property Taxpayers

Call Centre Info Line No Yes Yes
Preview Letters — Residential No No Yes

Open Houses — Residential No No Yes
Property Data Website — Residential No General Property Specific
Commercial Preview Program No Minimal Partial
Advisory Groups No Yes More Extensive
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For residentia properties, where most of
the effort has been concentrated, the
impact on performanceis clear. The
number of appeals launched (as previoudy
discussed) has dropped dramatically over
the last three general assessments.
According to its most recent business plan,
the Department will aso initiate customer
surveys as atool to solicit feedback from
taxpayers in such areas as acceptability of
the assessment process and
understandability of the information
provided to them.

Current performance—summary of

performance results

We have not attempted to provide a full
report on the performance of the Property
Assessment Department. Asindicated in
the preamble to this section, we believe
that accountability reporting is the
responsibility of management. At the same
time, we have identified some key
indicators that demonstrate the current
level of performance.

Overadll, the results indicate the relative
success of the residential assessment
process both in increasing accessibility to
the Public and in lowering the appeal rate.
Where strategies were not implemented
fully for the commercial assessment
program, the results are not as positive.
The increase in the appeal rate can also be
attributed, in part, to changes to the
legidation that can result in increased
assessments for appellants. The
amendments were passed before the
Assessment Roll was issued last summer,
but did not go into effect until January 1,
2002. The result of thistiming was afinal
year of no-risk appeals for appellants.
Another factor is that values for
commercial properties have increased this
year to a greater extent than previously. In

any case, the challenge for the next
assessment is to focus more attention on
the higher risk commercial property
portfolio.

It isalso clear that improving cost-
effectiveness should be made a higher
priority now that new methodologies and
technol ogies have been implemented. The
cost of providing valuation services to the
City of Winnipeg appears to be higher
than other jurisdictions surveyed. A joint
CUPE/City benchmarking study to be
conducted this year should investigate this
issue in more depth and either rationalize
or confirm our results. If the latter proves
to be the case, the study should provide the
basis for a strategy to bring down costs.

Since 1996, Department has focused on
managing and eliminating appeals in order
to decrease risk and establish financial
stability, reliability and credibility. The
second focus has been on improving the
product for the 2002 General Assessment.
While still recognizing the need for
continued improvement, the Department
has identified a number of opportunities
for new business development and the
establishment of new revenue streams.
There are current opportunities to improve
the efficiency and effectiveness of the
Department through expanded use of
technology and better integration with
other City Departments. The Department
will also look at alternative service
delivery and new lines of business that can
move the Property Assessment
Department from a tax-supported public
service to a self-supported public
enterprise. Some areas of potential are data
sale, technology transfer and providing
services to financia ingtitutions.
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The Department is looking to make a
dramatic shift over time to becoming a
sdlf-supporting public service with
marketable products that can be made
available to other levels of government
and business interests beyond the
boundaries of the City of Winnipeg. With
the pending retirement of the Provincial
Assessor, opportunities may exist to
explore the sharing of resources or the
feasbility of amove towards asingle
assessing authority for the province, asis
the case in other jurisdictions. The
performance statistics provided in this
section clearly point to the cost benefits
associated with economies of scale.

In the next section, we will review, in
depth, the strengths and weaknesses in
control that we believe have contributed to
the current performance of the valuation
function. We will also indicate strategies
that the Property Assessment Department
IS pursuing to improve operations or to
make recommendations for strengthening
the control portfolio.
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2. Future performance—where
do we go from here?

Based on our determination of the risks
that can adversely impact on the
accomplishment of each of the three
business objectives of the property
assessment process, we identified key
controls that we would expect to bein
place to mitigate these risks. Where
effective controls are not in place, the
organization may have gapsin
performance, in the short term, or an
inability to fully realize opportunities to
enhance performance in the longer term.
In this section, we will report our
observations on the strengths and
weaknesses of the control portfolio under
each business objective. Where control
weaknesses are identified, we make
recommendations that will likely
strengthen control and optimize the current
processes. We a so discuss opportunities
to implement new processes or delivery
methods that would enhance the future
effectiveness of the function.

Monitoring &
Learning

Control framework

A control framework provides away of
understanding the important elements of
control. We used the control framework
developed by the Canadian Institute of
Chartered Accountants for the purposes of
this review. The framework uses the
Criteria of Control (CoCo) Model that
employs twenty criteria and groups these
into four essential components of
control—purpose, commitment, capability,
and monitoring and learning. The model
suggests that effective control over these
componentsis essential to ensure the
achievement of business objectives.

The CoCo model

Capability

*See Appendix B for adetailed
explanation of the CoCo Model.
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Purpose: A sense of direction

Clear objectives are essentid to
providing overal direction. Policies
should support the achievement of
objectives and the management of risks.
Understandable policies communicated
throughout the organization and
trandated into specific practices, provide
direction on how operations are to be
conducted and reflect a judgement as to
which risks are deemed acceptable.
Planning trandates objectives and risk
assessments into strategies, action plans
and targets against which progress can be
measured and monitored.  Specific
pur pose components considered include

Objectives (including mission and
strategy)

Risks (and opportunities)

Policies

Planning

Performance targets and indicators

1. Four year cycle for assessment
Impacts on fairness and timeliness
of valuations

Genera assessment based on market
valuesis conducted every four yearsin
accordance with the Municipal Assessment
Act. This means that assessments are based
on market values relevant to a reference
year that is between three and six years
prior to the current year, depending upon
therall year in the four-year cycle. Asa
result, changes in market values during the
course of the cycle are not reflected in the
assessment valuation process. The fairness
and timeliness of these valuationsis
impacted by the fact that they are not
based on current market values for
assessable properties. A similar concern

also applies to the business assessment
process.

In addition, recognizing cumulative
change in value in one year can have
significant tax implications to property
owners resulting in more appeals in those
cycles having upswings in valuations even
though the valuation changes are
warranted under the existing systems for
determining assessments. We have seen
this issue surface in the 2002 assessment
with respect to hotels and certain types of
office buildings as well as with downtown
propertiesin general.

Our survey of assessing authoritiesin
other Canadian jurisdictions revealed that
four of the eight respondents are
conducting general assessments annually
while two others are in the process of
moving toward an annual general
assessment basis (see Appendix A).

The Department recognizes the need to
more frequently conduct general
assessments and intends to move toward
this objective. However, such a change
will require an amendment to existing
legidation.

Recommendation 1

The Property Assessment Department
should be evaluating its readiness to
conduct annual general assessments
and establish along-term plan to

increase the frequency from the

current four-year cycle. The City
should then initiate the process of
reguesting the Province of Manitoba to
amend existing legidation to permit
more frequent general assessments.
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Property Assessment Department
response

The Property Assessment Department
strongly supports the concept of
shortening the four-year assessment cycle.
The Department’ s organization structure,
training and technol ogy implemented over
the past four years have all been directed
at meeting the objective of a shorter
assessment cycle. The Department has
eliminated the backlog of appeals and is
now working on the backlog of building
permits. However, the effects of
shortening the assessment cycle go far
beyond the Department since the City
cannot operate independently of other
municipalities. Such a change would
affect the entire province and the
Provincial Assessment Authority. Other
legislative changes would also be required
to shorten the assessment cycle.

2. Assessment valuation must be seen
as distinct from tax issues

Tax implications resulting from shiftsin
property assessment valuations can have a
significant impact on other City objectives
such as encouraging private acquisition of
heritage buildings and revitalizing the
downtown district. Shiftsin valuations of
some property types, such as
commercia/industria, have resulted in
concerns being raised by stakeholders such
as CentreVenture.

Council must be aware that the City
Assessor cannot compromise the basis for
valuing properties because of the need to
address other competing objectives.
Council objectives, such as downtown
revitalization, should not be achieved
through adjustments to the calculated
assessment valuations or through
introduction of non-market factorsinto the

determination of assessment values. This
will impact the integrity of the assessment
valuation process and could adversely
impact the market valuation of other
similar properties by setting a precedent.
In asimilar context, the Scurfield Report
stated that management should be focused
on carrying out its business
responsibilities, such as providing
supportabl e assessments, and that the
political decision-makers should address
political issues, such as the tax
implications for other groups, as a separate
process.

The City Assessor hasindicated, correctly,
that changes to property valuations will
only be made on the basis of market-based
data using appropriate assessment
valuation approaches.

Recommendation 2

To reconcile competing corporate
objectives, the City Assessor should
continue to ensure that Senior
Management and Council are clear
about the distinction between
assessment value and tax policy.
Options such as heritage credits,
portioning, and phasing in of tax
increases can be explored as a means
of facilitating the accomplishment of
various policy objectives. More
frequent general assessments would
also likely reduce the severity of the
tax policy issues facing the City.
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Property Assessment Department
response

The Department will continue to ensure
that Senior Management and Council are
made awar e of the distinction between Tax
Policy/Objectives and the limitations
within the Property Assessment system to
achieve those objectives.

3. Operational plans should be
formalized and communicated

The City of Winnipeg has several planning
and policy documents that describe the
vision and mission of the property
assessment function and its importance to
the organization: Plan Winnipeg...2020
Vision, the Corporate Plan, and Serving
Citizens — The City of Winnipeg's Action
Plan 2000 — 2002.

The Property Assessment Department’s
Business Plan builds on this vision and
mission and provides a discussion of
departmental strategic directions. The
business plan contemplates both the short-
term challenges of the Department and the
future business opportunities that exist. It
isambitious in its scope and looks at both
opportunities for alternative delivery and
the potential for revenue generation.
Service goals are established for each key
business with appropriate strategies and
actions. Responsibility for each action is
assigned to adivision and the year of
intended completion and current status is
provided.

While thisis an excellent start, strategic
objectives and priorities identified in the
Department’ s business plan should
cascade into operational objectives that
establish the specific priorities and actions
required by each division on an annua
basis to ensure the achievement of overal
business objectives. The core business of
the Property Assessment Department is to

provide assessment valuations and defend
these vauations when they are appealed.
The Field Services Division has primary
responsibility for delivering these core
serviceswhile al other divisonsin the
Department exist to support that division
in the delivery of these services. To ensure
that the Department meets objectives
related to a successful general
reassessment, it isimperative that
divisional plans be coordinated. Risks
associated with alack of specific plans
include

Divisions may be unable to carry out
their responsibilities effectively or
efficiently.

Activity among divisions may not be
coordinated, thereby hampering a
focus on corporate objectives.
Management may be unable to monitor
divisional progress and performance
against plans, thereby precluding
initiatives for corrective action.

In the Property Assessment Department,
relative priorities have not been clearly
established in the business plan. While
each divison submits a high-leve list of
annual objectivesto the City Assessor and
shares these at Department management
meetings, these objectives are not
accompanied by more detailed operating
plans that contain anticipated milestones,
deadlines and resource requirements. In
addition, divisional plans were not
consolidated to coordinate and prioritize
each division’'s contribution to the current
reassessment cycle.

This planning deficiency had the most
apparent impact on the Quality Services
and Research Services Divisions. Quality
Services was unable, to alarge extent, to
fulfill its respongbilities for providing
guality assurance servicesto the
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Department and Research Services had to
curtail many of its planned activities. The
primary reason for this was the
reassignment of staff to the EPC-directed
building permit initiative during the
reassessment process. While re-
deployment of staff resources is perfectly
acceptable, it was frustrating to managers
and staff accountable for these functions to
be unable to adjust their plans to recognize
the changes required to meet departmental
priorities. It also created gapsin the
overall framework developed for the
Department to ensure the quality of the
general assessment, although this was
mitigated, to some extent, by the use of
external consultants to handle certain
functions.

During our CRSA sessions, staff
expressed frustration that they were not
involved in the business planning process
and not privy to the details of the business
plan. They believe that they have valuable
experience to contribute. Some staff were
uncertain whether an operational plan
existed, citing a*“ crisis management”
environment and lack of consistency in
approach, while others believed that
“there may be a plan, but if so, it hasn’t
been communicated.” We believe that
staff involvement in and communication
of business plansisintegra to enhancing
the ability of management and staff to
work effectively towards the achievement
of common objectives.

Recommendation 3

We recommend that the departmental
business plan establish clear priorities
on an annual basis and that each
division prepare operationa plans
based on the strategic objectives and
prioritiesidentified. These plans
should contain specific objectives,
prioritization of activities, anticipated
milestones and deadlines, and an
assignment of resources to achieve
divisona objectives. Divisiona plans
must be consolidated and conflicting
prioritiesidentified and reconciled by
the management team or the City
Assessor. Staff input should be
encouraged in the planning process
and business plan priorities and
strategies communicated upon its
completion.

Property Assessment Department
response

The Department agrees, in part, with this
recommendation. Asindicated in the
audit, clear prioritiesarelaid out in the
business plan with divisional
responsibilities assigned, as well asthe
year of anticipated completion. The
Department agrees that operational plans
for each division, based on the priorities
set within the Business Plan, are
appropriate. These individual divisional
plans will be coordinated to ensure that
they all support the direction of the
Department. The Field Operations
Division’s plan of action will be the focal
point of that coordination. We will
continue to encourage managers and
supervisors to keep their staff informed of
departmental plans and activities through
regularly scheduled meetings. However,
some components of the Business Plan,
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such as human resource issues and
financial information, may not be shared,
or developed with staff. To supplement the
meetings individual managers and
supervisors have with their direct reports,
opportunities will be created for all staff to
have direct discussions with senior
manager s about Departmental priorities.
The Department is proceeding with the
development of an Intranet application for
sharing information.

It should be noted that the events that led
to this comment in the audit report (the
removal of audit and research staff from
pre-determined assignments) were not the
result of an action initiated by the
Department.

4. Risk management strategy needs to
be articulated

The business plan has two sections,
Information Technology and Human
Resource Planning, where a strengths,
weaknesses, opportunities and threats
(SWOT) anaysis has been performed.
Although these are critical components of
the Department, the confining of a SWOT
analysis to these areas is a concern
because it does not provide an overall
inventory of the obstacles that can impede
the Department’ s ability to achieve its
goals.

In order for the business plan to be used as
a comprehensive risk-based document, a
need exists to identify all major risks
relating to the achievement of the
Department’ s goals, to evaluate those risks
in terms of likelihood and significance and
then to determine strategies and actions
necessary to mitigate the most critical

risks. Without this process, the
Department cannot provide assurance that

it ismanaging al significant risksin an
effective manner.

In addition, as mentioned previoudly, the
business planning process did not
incorporate staff involvement in the
development of these plans to the extent
that should be expected. Staff participation
in the identification of mgjor risks and the
development of required actions can
contribute to the successful management
of risks facing the Department.

Recommendation 4

For future business planning, emphasis
should be placed on evolving the
business plan into a risk-based
document. For this to happen, it will
be necessary for the Department to
identify al major risks that can
adversely impact its ability to achieve
its godls. Staff involvement in this
activity should facilitate this process.
Once al major risks are identified
through processes such as a SWOT
analysis or a control and risk self-
assessment workshop, management
should develop and clearly prioritize
mitigating strategies and actions.

Property Assessment Department
response

A corporate risk framework has been
devel oped that encompasses all major risk
categories (not just financial risk but
operational, organizational and legal risks
among others). This framework can be
used to develop a comprehensive analysis
of risks (and opportunities) facing the
Department as part of our next business
planning cycle.
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The risks can be identified through
Control Self-Assessment Workshops. Saff
will be consulted on appropriate areas of
the plan. The identified risks can then be
guantified (using a “ risk matrix”
approach), prioritized, and mitigation
strategies devel oped, implemented, and
monitored. This process can take place
within the present SMOT analyses simply
by expanding their scope.

5. Policy framework should be
implemented

Policies prescribe how things should be
done and, when communicated throughout
the organization, trandate into specific
practices providing direction on how
operations are to be conducted. A lack of
current, complete, comprehensive and
organized polices can result in the
following:

Staff inefficiencies in attempting to
determine direction.

Inconsistent treatment of similar
situations and taxpayers.

Public perception that the property
valuation processis not fair and
equitable.

The Property Assessment Department
receives policy direction from severa
sources. The assessment valuation process
and assessment administration are guided
by specific industry standards that flow
from either requirements of enabling
legidation that direct specific actions of
the assessor, or are developed by
professional assessing associations. The
International Association of Assessing
Officers (IAAO) is the recognized
authority in the assessment profession.
The Property Assessment Department has
adopted standards established by the
IAAO.

The Department recently obtained
guidelines on vauation from the
International Property Tax Institute (1PTI)
that will be useful in conducting the next
general assessment. These guidelines,
which incorporate the IAAO standards
relating to mass appraisal and the three
valuation approaches to mass appraisal,
are intended to facilitate consistent
handling by professional assessor staff.
Under the re-organization to a
neighbourhood assessor model, where
staff will be expected to be more
knowledgeabl e about different property
types, the development of these guidelines
as areference tool for staff becomes even
more important.

In the development of operational policies
regarding the application of these
valuation guidelines, it is necessary to take
into account the unique environment in
which the Department operates, for
example, the impact of the governing
legidation and appeal board processes.
Currently, many of the policies specific to
the Department are found in sources such
as training manuals and departmental
communications. Overal, however, little
or no time has been devoted to policy
development to ensure that key policies
and procedures are in place to provide the
necessary guidance and direction to staff
and management in specific
circumstances. In our CRSA sessions, staff
were concerned that the reorganization
into six regions has resulted in inconsistent
practices across regions that, in some
cases, might be mitigated through better
policy direction.

The development of operational policies
and procedures should reflect the roles and
responsibilities related to the new
geographic-based organization structure
and the introduction of new information
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technology such asthe CAMA System. In
addition, any existing policies relating to
data collection and internal quality
assurance activities as well as data or
valuation revisions resulting from externa
enquiries through the preview program
and call centre initiatives should be
formalized and consolidated.

Examples of areas where departmental
policies or procedures may be necessary
include

Under what circumstances assessors
can deviate from IAAO standards.
Nature, extent and timing of the
inspection of different types of
property.

Appropriate action to take when
property owners do not comply with
property characteristic, sales or
income/expense information requested
by the Department.

Protocol for updating data or values
involving staff-owned properties.
Parameters for negotiating valuations
with property owners.

When to acquire legal expertise for
board hearings.

Recommendation 5

The Department needs to review all

existing policies and procedures to
identify where gaps exist and to
develop aclear, complete and
comprehensive policy framework.

Property Assessment Department
response

The review of all policies and procedures
IS an ongoing process and one of the main
duties of the Research Services Division.
Thefirst priority identified was the

production of the Valuation Procedures
referred to in the Audit Report. These
procedures focus on non-residential
property types, which have been the
source of the historic risk factor for the
City. Thisapproach is supported by the
process suggested in Recommendation 4.

6. Performance measures need
refinement

Under the Performance Measurement
section of the business plan, the
Department has identified performance
measures relating to the quality of the
assessment, appropriateness of the
assessment methodology and the
timeliness/currency of information. These
performance areas identify objectives and
corresponding standards and targets. In
addition, the framework incorporates
benchmarks from other jurisdictions that
provide a measurement of the relative cost
effectiveness of the Department. While
these performance measures are
appropriate for evaluating the accuracy,
fairness and timeliness of valuations, we
believe that the Department should also
measure the outcomes of the valuation
process through tracking the rate of
appeals and decisions made by the Board
of Revision and Municipal Board. These
results should be benchmarked against
other jurisdictions and differences
anayzed. Such an analysis may provide a
lever to introduce changes in legidation or
business practice.

In the business plan, the Department has
identified customer surveys, focus groups
and advisory groups as the performance
measurement processes to evaluate the
openness and transparency of the
assessment process and to ensure that the
public is becoming more knowledgeable.
However, the Department has not
established measurable targets for
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evaluating the extent to which the
Department has achieved its customer
service objectives. We also noted that the
performance measurement framework
does not include any internally developed
customer service standards to assist them
in evaluating their customer service
performance. Areas where service
standards can potentially be developed
relate to turnaround or response times on
various customer service activities such as
inquiries. As one staff member noted in
the CRSA session, it isimportant to
communicate performance standards:
“Don’t promise what you can’t deliver!”

Recommendation 6

We recommend that the Department

continue to refine its performance
measurement framework related to
valuation and customer service
activities.

Property Assessment Department
response

The Department agrees with this
recommendation and will continue to
refine the performance management
framework related to valuation and
customer service activities. However, the
use of appeal volume as compared to other
assessment jurisdictions as a measure of
performance is only appropriate if the
legidative framework around appealsis
comparable. New reports from the
appeals management system are being
developed to allow for the monitoring of
adjustments by property type, assessor,
and board chairman. The Research
Services Division monitors Municipal
Board decisions to see if changesin
valuation procedures are warranted. The
monitoring of public opinion isimportant.
One measure of success is whether people

have a better understanding of how the
property tax systemworks. A two-week
turnaround time standard already exists
for correspondence.
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Commitment: Accepting
responsibility

All control ultimately rests on people

assuming  responsibility  for  their
decisions and actions. Shared values are a
part of an organization's culture and
provide an unwritten code of conduct
against which behaviour is measured.
Expectations about behaviour must be
clearly communicated and understood
throughout the organization and be
supported by the actions of senior
administration and Council. The vaues
lived out, particularly by the leadership
group, must be consistent with those set
out in approved policies.

The extent to which people recognize that
they will be held accountable influences
their decisions and actions. The words
accountability and responsibility are
often used interchangeably. They
describe a relationship that comes into
existence when an obligation is accepted.
In an accountability  relationship,
authority is the power to make certain
decisons  within  defined  limits.
Responsibility is the duty to perform
those tasks. Accountability is the
obligation to report on and answer for the
performance of the responsbilities. An
effective organization clearly defines and
communicates people’'s roles and
responsibilities and fosters an atmosphere
of mutual trust to support the flow of
information and performance towards
achieving objectives.

Specific commitment
considered include
Ethical values, including integrity
Authority, responsibility and
accountability
Mutual trust

components

1. Historical concerns and an
ineffective change management
strategy for the new organization
have impacted on staff commitment,
morale and performance

Reports prepared for the Property
Assessment Department in 1999 and 2000
and our own interviews indicate that
departmental relationships need to
improve in order to promote a healthy and
productive working environment. This
theme was echoed in our CRSA sessions.
It isclear that alack of trust and
confidence exists on the part of many
Department members and this, in turn, has
led to poor morale and relatively high
levels of absenteeism, grievances and staff
turnover. There are many reasons for this

The Department has along history of
staff/management problems that
precedes the appointment of the
current City Assessor. The Scurfield
Report was critical of staff and
management and, in addition, there
was a perceived lack of support by
political decision-makers and a sense
of public discontent with the
operations of the Department in the
past.

In the last few years, managers and
staff have been expected to cope with
changes in organization and staffing,
changes in assessment methodol ogies
and technology, and aphysical re-
location. The sheer magnitude of the
change and the understandable
skeypticism based upon past experience
has made the transition more difficult,
especialy during the pressure of a
general reassessment. As one CRSA
participant stated, “ A major change for
us would be stability!”
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Certain initiatives, aswell as
unpopular actions initiated under the
current City Assessor, have tended to
exacerbate the problems. For example,
the plan for the new geographic-based
organization did not clearly articulate
the transition of the old structure to the
new structure. As aresult, the
transition phase led to confusion on the
part of management and staff. The
move to this structure was intended to
enhance customer service by enabling
staff to be more available and
accessible to the public. The
expectation was that with specific staff
assigned to specific regions, there
would be an opportunity to develop a
rapport and a sense of integration
within the community. Divisiond
management, supervisors and staff
generadly believed that the trangition
would result in each assessor in each
region being responsible for the
valuation of all property types and
their defence at appeals. Theredity is
that there are varying levels of
specialization occurring within each
region to handle certain property types.
Aswell, some unique or special
property types (for example, hotels)
are till going to be handled city-wide.

Although the City Assessor formally
introduced this new structure of
service delivery, adetailed plan on
how and when it was going to be
implemented was never prepared by
Department management.
Furthermore, a mechanism or process
was hot developed to ensure that the
transition was communicated to all
staff in the initial concept stage and to
track and communicate changes
through implementation. This lack of
information was adversely impacted
by the high management turnover and

exacerbated by the absence of detailed
operational plans for the divisions as
noted in the previous section. Asa
result, divisonal management have not
had an overall buy-in by supervisors
and staff of the new concept because
of the uncertainty of what was
intended and whether, in fact, this
organizationa change was practical
within the City. In addition, atypical
resistance-to-change reaction was
experienced by some individuals.

The prolonged transition to this
geographic-based concept during the
2002 general assessment process has
also been problematic because certain
activities changed over to aregiona
basis while others remained under a
centralized basis determined by
property type. The change resulted in
multiple reporting relationships
between staff and their supervisors.
This caused staff frustration and
difficulty in terms of being able to
prioritize their workload while causing
the supervisors concern about whether
they could delegate work to staff with
the expectation of them completing it
on atimely basis. Staff performance
issues were also compounded by the
fact that staff were physically located
on different floors from their
supervisors. Processes to address
problems relating to the multiple
reporting relationships that
characterize a matrix organization,
such as workload prioritization and
clear descriptions of accountability,
were not put in place.

Commencing with the appeals process
resulting from the 2002 general assessment,
the Department, to alarge extent, will have
moved to the geographic or regional basis.
As staff become more comfortable with the
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new organization, problems experienced
during transition may become less of an
issue. Notwithstanding this, staff remain
skeptical that the regiona concept makes
sense for the commercial portfolio:

“ Commercial property is based on the
global market which is the City. Our clients
want an experienced assessor who can see
the whole picture. We miss opportunities to
learn from each other when divided into
regions; the expertise is spread too thin.”
As with any major re-organization initiative,
ageneral belief exists that the model needs
to shift to accommodate particular
circumstances. In any case, once the
organization is finalized, there will be aneed
to clarify roles and responsibilities and
reporting relationships within Field Services
Division and to ensure that position
descriptions accurately reflect the
expectations for the new service delivery
model.

To recognize some of the concerns, the
Department did propose a change
management strategy that involved a
number of short-term as well aslong-term
solutions. In addition, the Department has
identified various measures aimed at
creating a healthy and productive work
environment. It isonly recently, however,
that the initiatives have started to be
implemented and many staff remain
uncertain about the outcome. For example,
the Department hired a full-time
Communications Manager whose
respongbilities include improving
communications within the Department.
The divisional managers have taken
leadership training to improve their
leadership skills and the Department has
recently hired a full-time Human
Resources Manager. It is also conducting a
joint City/CUPE cost study that will
involve comparisons with other
jurisdictions for the purposes of

identifying and benchmarking best
practices and conducting a job
classification review to identify skill gaps
and efficiencies.

These initiatives are important first steps
to accomplish improved
union/management relations and a
healthier work environment. They are
essential elements that encourage staff
buy-in, build staff confidence and garner
union support. Any forthcoming changes
should be implemented with staff
understanding of what the rationale is for
the change and how it will be
implemented. With respect to the latter,
staff input into implementation strategy
would be a key factor in reducing
skepticism and obtaining staff buy-in and
union support.
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Recommendation 7

To implement changes of this
magnitude, the Department must
ensure that it has a clear change
management strategy that incorporates
aformal plan to communicate new
responsibilities and expectations and
provide details on how the Department
will complete the transition. In
addition, the Department needs to
develop a process to track
implementation and make adjustments
as required.

We would also suggest that a
committee consisting of management
and staff be established to review the
merits of incorporating the commercia
portfolio into the geographic-based
model and provide areport to the City
Assessor. His decision and rationae
should be formally communicated to
al staff. In addition, the committee can
be used as a forum for staff to provide
periodic feedback on how well
management strategies are working
and to present any other concerns that
may have to be addressed.

Property Assessment Department
response

In order to address the situation that led to
the observations in the Scurfield report,
accountability for assessments had to be
established throughout the organization,
technology had to be updated, and
valuation approaches modernized. In
order to meet the test of substantive
change “ by the next General Assessment”
as articulated in the Scurfield Report, and
the Committee on Tax Reform report

“ Rethinking Taxation—Making Winnipeg

Competitive” , it was necessary to make all
of these changes at once.

The relocation of the office was the result
of ongoing Health and Safety issues at the
former location that were not being
addressed in an adequate manner by the
landlord.

The Neighbourhood Assessor or
Geographic Assessment concept has been
the source of much discussion and debate
at the Property Assessment Department.
The implementation of this system, which
clarifies and identifies levels of
accountability within the Department, in
addition to improving service to the
ratepayer, has been seen as the catalyst
for a number of long-time middle
managers leaving the Department. As
these individuals | eft, the knowl edge that
had been devel oped about the concept,
and how it was to be implemented, was
lost. In recognition of this, discussions
with the new Management Team about the
concept will continue and an
implementation plan will be established.

The matrix organizational structure,
implemented to allow for the return of the
2002 reassessment while maintaining
neighbourhood responsibilities, was part
of the transition from a functional
operation to a geographic based
operation. It is planned that the necessary
organizational adjustments will be made
prior to the next General Reassessment to
avoid a similar situation.

The other reason for dividing all property
types on a geographic basis was to
develop a number of second and third
level managers with sufficient knowledge
of the various property types, and how
they are valued, to provide a pool of
gualified future Managers of Field
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Operations, and City Assessors. History
has shown that functional organizational
structures do not meet this objective.

Full time Communications and Human
Resour ces positions have been created
within the Department. This internal
expertise will assist in a smoother
transition to the new organizational
structure from this point forward.

Saff input is always welcome when
dealing with organizational structure or
any other changes being considered at the
Department. The Department agrees with
the recommendation to establish a
management/staff committee to review the
merits of incorporating the commercial

portfolio into the geographic-based model.

That input will be considered in
conjunction with all other information.
One of the prime areas of concern that
would have to be addressed in those
discussions would be the impact on
operating costs of the Department, and
how those adjustments could impact on
current organizational structure.

2. Thereis a need for a formal
performance management system

The Department has adopted a set of
fundamental principles to guide the
delivery of servicesto the citizens of
Winnipeg. These are known as the FOUD
principles — Fair, Open, Understandable
and Defensible and can be used to provide
the basis for common and shared vaues by
staff and management in the delivery of al
public services. In addition, most
professiona staff belong to professiona
associations, which have governing codes
of conduct or ethical practice. Staff
membership in these associations provides
some assurance to the City and property

owners that minimum standards are being
maintained.

At the sametime, aformal performance
management system does not exist. Such a
system provides the framework for
communicating specific performance
expectations and results, evaluating staff
and establishing the basis for rewards,

such as promotions. The absence of such a
system inhibits the carrying out of these
fundamental human resource management
practices and hampers management’s
ability to identify staff training
requirements and develop training and
succession plans. In addition, the ability to
promote on the basis of merit is restricted
by the historical practice of promoting on
the basis of seniority.

A contributing factor to the lack of an
evaluation system is the fact that staff
position descriptions are generally
outdated. Thisis afundamenta pre-
requisite to performance management, as
these descriptions should reflect the
primary responsibilities and duties of the
staff member. In addition, the performance
measurement framework for the
Department must identify and track
specific indicators relevant to each key
workload assigned to staff.

We recognize that the Department has
been in a state of constant change over the
past two or three years, resulting in the re-
organization of the Department and the re-
alignment of responsibilities. These
change initiatives have contributed to the
need to revise the position descriptions.
We & so recognize that management isin
the process of conducting ajob
classification review that could potentially
result in mgjor changes to staff positions
and associated responsibilities.
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In the CRSA sessions, staff supported the
concept of performance management but
were cautious about its implementation,
citing different approaches to similar
performance issues in different regions.
They stressed the need for consistency and
on-going feedback. In particular, they
were disappointed in the amount of
positive reinforcement they receivein
some cases and pointed out that staff
meetings are few and far between. They
also believe that a comprehensive
performance management process should
incorporate 360-degree feedback, giving
staff an opportunity to provide input into
the evaluations of their supervisors and
managers. It was clear that the success of a
performance management process will
depend, to alarge extent, on building a
relationship of trust between management
and staff in the Department.

Recommendation 8

A formal performance management
system should be implemented to
facilitate communication of
performance expectations as well asto
provide atool for evaluation of staff

performance and identification of
training needs. Successful
implementation would be enhanced by
staff involvement in the development
process.

Property Assessment Department
response

The development of, and training on, a
Performance Management Career
Planning systemis one of the assignments
for the new Manager of Human Resour ces.
The new systemwill have to integrate with
a broader Corporate system currently
being developed. The Corporate

Performance Evaluation System will
include performance assessment, career
planning, training and development,
communication, coaching and a feedback
process.

Currently thereis a policy of review for
newly hired employees in the Department
that was implemented in the past four
years.
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Capability: Having the right stuff

Capability is about ensuring that the
organization has the right resources to get
the job done. An effective organization
provides its people with the appropriate
knowledge, skills and tools they need to
achieve corporate objectives. It aso
ensures that communication processes
support the efficient flow of timely,
relevant and reliable information down
from its strategic leaders, upwards to key
decison-makers and horizontally across
the component parts of the organization.
There must be a reasonable relationship
between what is expected and the
authority and resources available. The
decisons and actions of different parts of
the organization must be coordinated to
the benefit of all.

Specific capability components considered
include

Knowledge, skillsand tools
Communication processes
Information

Coordination

Control activities

Human resources

1. Alack of consistent and coordinated
leadership has impacted on operational
effectiveness and staff morale

An important factor for successin an

organization is the stability and continuity

of its leadership, specifically personnel in
management and supervisory positions.

Furthermore, it is critical that management

be perceived by staff to share acommon

understanding of business objectives and
coordinate their efforts to achieve these

objectives. Positive role models can
enhance the morale and effectiveness of
al staff.

With respect to the Property Assessment
Department, our review of recent history
has disclosed a high turnover in
management and supervisory positions
over the recently completed four-year
general assessment cycle. In addition,
concerns had been expressed over the
coordination and cooperation of the
management group as awhole.

Divisional management

Starting with the organizationa structure
that preceded the existing divisional model
in 1998, the Department has had several
changes in the management personnel who
were directly in charge of the ddlivery of
assessment and field services. This has
resulted in extended periods of time where
afull-time manager was not in place. This
position, the Manager of Field Services,
was last filled in late 1999 through a
secondment of a manager from the
Corporate Finance Department who does
not possess property assessment
experience. Typicaly, an incumbent for
this position would have a professiona
background in property assessment.
Furthermore, this position has been
vacated again recently.

Aswsdll, three of the other divisional
management positions have undergone
changes over the past year. The Manager
of Finance and Administration moved to
the Quality Services Division upon the
departure of the incumbent. This
individua has no background or
experience in quality assurance. An
individual from Corporate Finance was
recruited, on a secondment basis, to fill the
vacated Finance and Administration
management position. Recently, however,
this position has been filled with a
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permanent manager. In addition, the Data
Services and Devel opment management
position has recently undergone a
personnel change.

The discontinuity in key management
positions, the use of secondments to
replace managers, and the lack of related
experience on the part of some of the
managers is problematic. Furthermore, the
lack of commitment to the positions has
not inspired confidence in the staff. Some
managers have been overheard to
denigrate the Department and remark that
they have no intention of accepting the
position on a permanent basis. We do not
believe that this behaviour is professional
or consistent with the expectations for
leadership in this organization. In our
CRSA session, staff expressed concern
that they were not listened to or respected
for their knowledge and experience and
that managers were not always able to
communicate their specific issues to the
City Assessor because of alack of
understanding of technical matters. They
believe that this could impact on decisions
made.

Supervisory positions

The Field Services Division, includes six
supervisors, otherwise known as
Geographic Area Coordinators (GACs)
who report to the Manager of Field
Services. Under the new geographic-based
structure, these GACs are responsible for
managing the daily operations, which
includes establishing property values and
defending assessments in their respective
regions. However, for the 2002 general
assessment, GACs were responsible for
specific property types across the City
rather than a geographic portfolio.

Over the past two years, these positions
have had alarge amount of turnover,
where personnel have left Winnipeg,

transferred to other City Departments or
joined property tax consulting firms. Asa
result, the continuity of leadership in these
positions has suffered, particularly with
respect to those re-assessment teams
involved in commercia properties. As
well, the Department had difficulty
replacing its departed GACs with
individuals with commensurate experience
in the area of commercia properties. In
some cases, staff were concerned that they
were directed to take certain actions
contrary to what they believed was
appropriate. They did not believe that their
opinions were taken into account and felt
that thisimpacted on their professiona
integrity and reputation as well asthe
integrity of the assessment process. In
talking to the coordinators, it was clear
that there may have been business reasons
for some of these decisions, for example,
to concede a small value appeal to focus
resources on matters with a broader
impact, but apparently the rationale has
not been well communicated or
understood in all cases.

With the full implementation of the
geographic-based organization, the GACs
will have responsibility for overseeing the
valuation of all property types within a
region. Thiswill place additional pressure
on the Department to ensure that its
supervisory positions are staffed with
individuals who have knowledge and
experience in al property types.

In our CRSA sessions, staff also expressed
some concern that the new organizational
model has resulted in competition among
the regions and inconsistency in
expectations on the part of the various
coordinators. They also seem to have
different priorities in some cases. Not all
coordinators appear to staff to have the
same access to information, which
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frustrates those reporting to these
individuals.

Overadll, the continuity of management and
supervisory staff with the appropriate
knowledge and experience will be crucial
to the long-term success of the
Department. We recognize the difficulty in
filling these positions with personnel who
have the necessary qualifications and
experience from outside the Department. It
isimportant, therefore, to implement a
strategy that will encourage the retention
and development of the Department’s
professional staff for the eventud filling of
the supervisory positions as well as those
management positions involving
assessment expertise. We aso recognize
that the move to a geographic-based
concept, in itself, may enable staff to be
exposed to various property types, which
will be an asset for upward mobility in the
Department.

It iscritica that the management group be
seen to act as ateam in support of
common objectives and to create a
positive environment for the organization.
Staff must feel confidant that they can take
their concerns forward to their supervisor
or manager and that these concerns will be
heard and acted upon. They should also be
encouraged to recognize and build on
Department successes. Idedlly, staff would
prefer to have experienced managers who
understand the business issues; if that is
not the case, they need to feel that they are
trusted and valued for their knowledge and
experience. Staff spoke of being held
accountable as a professional, yet feeling
that they were not accorded the respect
due a professiona. They don’t believe that
the Department is capitalizing on the
strengths of staff to the extent possible and
necessary given the current composition of
the management group. In our sessions,

we were impressed with the team spirit
and mutual respect that exists among the
professional assessors and their
commitment to their position.

Recommendation 9

We recommend that the Department
identify the reasons why management
and supervisory staff have departed,
and where possible, attempt to address
these factorsin order to reduce the
likelihood of future departures for
similar reasons. We aso recommend
that the Department prepare aformal
succession plan to facilitate the
development of staff for supervisory
and management positions from within

the Department as well as identifying
and recruiting expertise from outside.

We aso suggest that the City Assessor
ensure that his managers and
supervisors understand their shared
responsibility for the leadership of the
Department and, with the assistance of
the new Human Resources Manager,
develop strategies to provide
opportunities for staff to build on
recent successes in the Department and
feel valued for their contributions.

Property Assessment Department
response

Managers/Supervisors have |eft the
Department for a number of reasons
including: retirement, to become City
Assessor s outside of Winnipeg, promotions
within the City, spousal transfer, personal
reasons, dismissal, and to seek alternative
employment. Exit interviews are
conducted for all employees leaving the
Department, and an analysis of the
reasons employees have left over the past
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two yearswill be performed and used as a
baseline.

The department is working to establish a
formal succession plan that will entail, in
part, a human resource inventory based on
key competencies required, and
identification of areas of training and
experience needed. The performance
evaluation systemwill be an integral part
of this plan in the future.

One of the expected results of the job
classification review, currently taking
place, will be an emphasis on the
leadership responsibilities of managers
and supervisors. The Geographic
Assessment system is designed to prepare
future supervisors, managers and senior
managers. We will also continue to look
outside the organization for the necessary
expertise. We will continue to reinforce at
all levels the shared responsibility for the
leader ship and success of this Department.

2. Sustainability of staff expertise must be
addressed
The Department has a great deal of
experience and knowledge in assessing
property values and defending valuations
at Board hearings. Their ability to
complete the 2002 general assessment in
light of ongoing changesto the
organization, systems and processes
illustrates this ability. At the sametime,
the Department has had a number of
retirements over the past year as
individuals are taking advantage of early
retirement opportunities. We believe that
the amount of change that has and will
continue to take place and the historical
concerns with the operating environment
within the Department have aso
contributed to the number of departures.

While staff capability is adequate for the
assessment of residential properties, the
Department does not have a sufficient
quantity of expertise with respect to the
assessment of commercia properties. For
the 2002 general assessment, the
Department compensated, to some extent,
by using specialized re-assessment teams
that were responsible for specific property
types for the whole City. In addition, the
Department supplemented its interna
knowledge and skill base with external
expertise in areas such as regression
modeling and commercial valuation where
internal expertise was not sufficient or
available within the tight timelines of the
general assessment process. The
Department also contracted out the
appraisa of certain types of unique and
complex propertiesin order to establish
benchmark values for these property types.

In February 2001, the Department
conducted a skills survey of its
professional assessor staff and a number of
conclusions were made relating to the
long-term sustainability issues. These
included

The Department must supplement staff
or streamline the current systems for
greater efficiency.

The Department must soon address the
gaps between workloads and skills as
staff numbers continue to decline.

As the Department regionalizes,
training is necessary to cover gapsin
assessor expertise.

The skills survey aso reviewed assessor
eligibility for retirement and determined
that within the next two years, 10
professional assessors will be digible for
retirement while 22 will be digible within
5 years. Since this survey, a number of
these staff have aready retired. Therefore,
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by the time of the next general assessment,
approximately 30% of staff could be
retired, which does not include departures
for any other reason.

These pending retirements are critical not
only because the Department is losing
expertise and experience, but also because
it isdifficult to find qualified assessorsin
the labour market to replace existing staff.
There is aso more competition for
qualified assessors with the entrance into
the market of more property tax consulting
firms. At the same time, the Department
has recognized that the retirements create
an opportunity to re-balance the
workforce. While the overall staffing
complement may not change, it is clear
that the new geographic organization and
CAMA system will require new
competencies and enhanced job skills.
There will be a shift from skills needed to
capture property attribute information to
skills needed to value property in
specialized areas such as regression
modeling.

The Department has identified in its
business plan a number of componentsin
its human resource plan that could
aleviate the loss of staff. Specifically,
gaps have been identified in the areas of
recruitment and staffing, training and
development, performance measurement
and communication. Some of the
strategies relating to these gaps have been
implemented while others have not yet
been initiated. For example, the

Department has provided training to those
staff involved in specific operational
activities such as the data collection and
the preview program. Within each
activity-training module, instruction was
provided in CAMA, while staff who were
directly involved in regression model
development obtained training as well as
mentoring from private consultants. In
addition, alarge number of professional
staff have been enrolled in a Real Property
Program offered by the University of
British Columbia

In our CRSA sessions, staff were
concerned about the loss of expertisein
the Department due to current and pending
retirements. They believe that a need
exists to introduce junior level positions to
handle activities requiring less experience,
with the expectation that these staff can
develop into the more senior positions
over time. They suggested the use of
teams working together to learn from each
other and retain the knowledge as
individuals retire.

The City Assessor has been attempting to
recruit professional staff from outside the
province. In addition, he has had
discussions with the University of
Manitoba with the purpose of having the
University include a professional
accreditation program similar to the one
provided in British Columbia. We
recognize these as important strategies to
supplement the existing workforce and to
address long-term requirements.
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Recommendation 10

We recommend that the new Human
Resources Manager take the lead in
developing a comprehensive plan that
will provide details on the
transitioning strategy to prepare staff
for the organization of the future.

| dentification of core competencies
and specific succession and training
plans would be key components of the
overal strategy as well as recognition
of the need to involve union
representatives. In addition, the
Department should also be looking at
waysto retain its existing staff by
identifying and resolving some of the
organizational issues that may be
triggering departures.

Property Assessment Department
response

Revised job descriptions are being drafted
and will be reviewed with union
representatives. Core competencies will
flow from these job descriptions, which
once established in conjunction with an
analysis of the reasons for the departure of
past employees, will allow the Department
to establish a formal succession plan and
identify training requirements. The
Department is also working with the
University of Manitoba to develop an in-
province training program for assessorsto
create a pool of this core expertise.

Most people leaving the Department are
taking advantage of retirement options,
some of which (sick leave cash-out) will
disappear if not exercised. The
Department agrees that it isimportant to
examine organizational issues that may
trigger departures.

3. Effectiveness in Quality and Research

Services Divisions can be enhanced
With the changeover to the existing
divisional structure, two separate divisions
were created: Quality Services and
Research Services. These divisions were
subsequently staffed with professiona
assessors who were transferred over from
the Field Services Division. Almost al of
the professional staff that were transferred
over are at or near early retirement age.
Since the transfers, a number of these staff
have exercised their early retirement
option.

Quality Services
The staff that were transferred over to
Quality Services did not have experience
or a specific background in quality
assurance practices. Furthermore,
comprehensive training was not provided
to these staff pertinent to the carrying out
of quality assurance responsibilities.

During the course of the 2002 general
assessment process, Quality Services was
unable to fully carry out all of its
responsibilities and core services for a
number of reasons. First, divisional staff
were periodically assigned for extended
periods of time to unanticipated special
projects, such as the EPC-directed
building permit processing initiative.
Second, the lack of training of staff
impacted on their ability to perform their
assigned responsibilities. The staff
capability issuein Quality Serviceswas
compounded by the fact that the current
Manager’ s experience and expertise are
not in the area of quality assurance.
Third, plans or processes were not in
place to coordinate the involvement of
the Quality Services Division with the
Field Services Division, which would
have been a primary beneficiary of these
Services.
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Research Services

Research Services has provided training to
many of its staff to assist them in carrying
out their responsibilities. The only
exception to the provision of training was
to those staff transferred from Field
Services because of the limited benefits
that could be realized by the Division in
relation to the training cost investment.
Although the capability of most staff is
being enhanced through staff training, the
effectiveness of Research Services has
been primarily hampered by having its
divisona staff being periodically assigned
for extended periods to projects such as
the building permitsinitiative.

During the CRSA sessions, staff
guestioned the value that has been
provided to date by these two divisions.
While they appreciated the intent in theory
and recognized the need to address the
building permit backlog, they did not feel
that they received value-added service
from these divisions during the general
assessment process and believed that the
experienced staff might have been better
utilized on assessments and appedls. They
also wondered if the two divisions could
be combined into one.

Recommendation 11

The Department should review the
existing skill inventories of staff within
the Research Services and Quality
Services Divisions and establish aplan
to address significant gaps. In
conjunction with this, the Department
should attempt to recruit those staff
having the appropriate knowledge and
experience required for these positions.
If thisis not possible, then extensive
training should be provided to those
who are eventually recruited. We aso
recommend that processes be
established to ensure that the activities
of these divisions are coordinated with
the operating and project plans of other
divisions and clearly communicated to
all staff.

Property Assessment Department
response

The Department agrees with the
recommendation. The current Manager of
Quality Services has written a discussion
paper identifying a number of
organizational and training options for the
division. No decisions have been made
regarding those options.

The original Manager of Quality Services
dedicated significant time to trying to
teach Quality concepts, and had
implemented a plan that complimented the
objectives of the Field Operations
Division. Data collection training and
implementation was thoroughly quality
checked, and adjusted to reflect audit
findings.

Thereis a benefit to having senior staff
involved in writing procedures,
interpreting court decisions and checking
to see if procedures meet quality
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objectives since it is these people who
should have the most detailed knowledge
in these areas.

We have identified a training source to
impart the necessary information about
how to initiate a quality systemwithin an
assessment jurisdiction and a number of
staff members have received initial
training. We are also reviewing the
current staffing of these sectionsto see if
different non-assessor skills sets would be
of more benefit in certain areas.

Processes and tools

4. Commercial preview program should be
extended to all commercial property
owners

For the 2002 general assessment, the

Department initiated a number of different

processes to educate the public and its key

stakeholders. Advisory groups comprised
of resdential and commercia industry
representatives were used as aforum to
exchange information and discuss
concerns. Information brochures were
distributed to the public and a call centre
was re-established for the initial screening
of enquiries. An award-winning internet
web site was developed containing access
to specific property data on residential
property that would enable the taxpayer to
review assessment valuations against other
properties. And, finally, a comprehensive
residential preview program was

implemented that involved sending out a

preliminary notice of assessment to all

residential property owners followed up by

a series of open houses to discuss concerns

about property assessments. The large

reduction in resdential appeals this year
when compared to prior generd
assessments speaks to the success of the
preview program.

At the same time, the Department
recognized that commercia properties
involve severd different segments of the
market relating to different audiences with
different concerns. In recognition of these
differences, the Department had more
extensive involvement of the various
commercial property advisory groupsin
the development of property valuesin
terms of reviewing methodologies and
specific components (that is, capitalization
rates) impacting on the valuation. With
respect to property-specific information,
the commercial preview program was
targeted at major commercial property
owners and handled through individual
meetings rather than open houses. As of
July 2001, about 42% of total commercial
property vaue had been previewed with
the owners or their representatives.

However, the fact that all commercial
property owners did not have the same
opportunity to review and discuss their
valuations prior to roll delivery
compromises the principles of fairness and
equity. In addition, the continuing high
number of commercia appeals suggests
that the program needs to expand.

Recommendation 12

For future general assessments, the

Department should extend the
commercial preview program to all
commercial property owners.

Property Assessment Department
response

The Department agrees that it would be
beneficial to offer a preview of the
assessment to all commercial property
owners during a general reassessment.
However, staffing and training issues will

64

Audit of the Property Assessment Function



have to be addressed before thisis
possible. Thisisof particular importance
to those property owners who have
cooperated by supplying full and complete
income and expense information when
requested to do so.

5. Sanctions should be applied
consistently for non-compliance with
Property Assessment Department
requests for information

A ggnificant number of high-value

property types, such as commercia and

industria, are valued through the income
approach. As aresult, the quality of the
valuation is highly dependent on the
amount and quality of the income/expense
data collected. In order to obtain this data,
the Department sends out questionnaires to
all owners or their representatives to

obtain the necessary information.

Historically, the response rate has been

poor.

In preparation for this general assessment,
the Department encouraged property
owner compliance to the information
reguest by incorporating relevant
provisions from the Municipal Assessment
Act regarding the obligations of the
owners and the problems associated with
non-compliance. In addition, the
Department followed up non-responses
from the first mailing with a registered
follow-up letter. These changes to the data
gathering process resulted in a much
higher response rate (67%) than in prior
years.

The Municipal Assessment Act provides a
sanction for the non-compliance of
property owners with information
requests. The registered letter can be used
as evidence at Board hearings in Situations
where the taxpayer appeals the assessment

and had failed to comply with an
information request. The Board would be
required to deny the owner the first year
benefit of any decison involving a
reduction in value.

It isour view that the mgjority of
taxpayers expect to pay their fair share of
the tax burden and are not sympathetic to
those who are uncooperative. The system
provides ample opportunity to get it right
through direct dealings with the
Department and through two levels of
appeal. Participantsin our CRSA sessions
echoed this sentiment. We agree with the
action taken this year to encourage
compliance on the part of commercia
property owners. In the future, the same
practice should be followed. Furthermore,
if the Department decides to use an
information questionnaire as one method
of maintaining the residential database, we
believe that the same practice should be
followed to encourage compliance on the
part of residential taxpayers.

Recommendation 13

We recommend that the Department
continue to take appropriate action to
encourage compliance on the part of
taxpayers to information requests where

provided for under the legidation. In
addition, there needs to be changes made
to existing legidation in order to
strengthen requirements for compliance
by taxpayers, smilar to the legidationin
place in the Province of Alberta.
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Property Assessment Department
response

The Department will continue to press for
application of the legidative penaltiesin
the current legislation for non-compliance.
The Department agrees that a
strengthening of the penalties as outlined
in legislation isrequired.

6. Opportunities exist to increase the
assessment roll

Opportunities exist to increase the

assessment roll with respect to personal

property and real property.

Personal property

In the Municipal Assessment Act (MAA),
personal property “ means goods and
chattels and, without limiting the
generality of the foregoing, includes
inventory, machinery and equipment but
does not include an intangible item of
personal property or goods or chattels
that are improvements.”

Currently, the CWA requires the City to
assess personal property on gas
distribution systems, spurs and railway
sidings, and oil, natural gas or salt
production equipment. Accordingly, a by-
law change is required for any further
property assessments.

The City Assessor acknowledges that there
is opportunity under the MAA to increase
the assessment base in thisareain the
future, but has prioritized the

Department’ s time and resources around
activities relating to the 2002 genera
assessment.

Real property

Various jurisdictions have differing
interpretations of what constitutes real
property. Some consider property such as
equipment and furniture as real property,

whether or not they are affixed to the
building. The City of Winnipeg interprets
real property asthat which is permanently
affixed to the building.

We understand that some industrial
properties have equipment, such as
conveyer belts, furnaces, tanks and
manufacturing equipment, which is affixed
to the building, but are not assessed by the
City. A primary reason why this has not
happened is that the City Assessor has yet
to establish the precedent with the
Municipal Board to broaden the
assessment roll to include these property
types. A secondary reason is because
research is required to determine how to
value it and resources will be required to
inspect these propertiesin order to obtain
an inventory for assessment purposes.

By not realizing the opportunities to add
personal and real property to the
assessment roll, the City is not maximizing
the property tax base and, in fact, is
increasing the burden on the remaining
property taxpayers.

Recommendation 14

The City Assessor should investigate
the feasibility and benefits of adding
the currently un-assessed persona and
real property to the assessment roll.
Thiswill require determining the
political implications and the legal
requirements associated with this

opportunity. It may be prudent to find
out what other jurisdictions are doing
in the area of personal property
assessment.

The Department should also estimate
the amount of property value that
could be added to the assessment roll
and relate it to the cost of placing these
properties on theroll.
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Property Assessment Department
response

The Assessment Department must assess
property in a fair and equitable manner,
aslaid out in legidation, and based on
how the Courts and Tribunals interpret
that legislation. We revise our assessment
methodology as either the legidlation or
the inter pretations change.

Discussions about changing what personal
and real property should be assessed
would be appropriate at the Assessment
Task Force Committee that has been
created by Council. The Department,
through its Research Services Division,
can provide the necessary administrative
support for this type of initiative.

7. Completeness of business assessment
roll
Business occupancy tenants, who
ultimately pay business taxes based on
business assessment valuations, have a
much larger turnover than property
owners. As aresult, where existing
business occupants have closed down or
new businesses have been established,
there is an increased risk that the City will
have difficulty in identifying al businesses
and collecting business taxes. Our
preliminary risk and control assessment of
business occupancy valuation revealed
concerns about potential lost opportunities
for business tax assessment due to the lack
of systemsin place to identify business
occupancies on atimely basis.

The Department relies on a number of
sources to identify occupancy changes and
new occupancies. These are listed as
follows:

Business occupants corresponding
with the Department on changes (that

is, moves or downsizing of leased
area)

Business occupancy permits provided
by the Community Services
Department

Tenancy changes provided by business
improvement zones

Returned business assessment notices
resulting from the tenant no longer
residing at the mail location and
related follow-up by the Department
Building permits for new commercial
building construction are followed up
for new businesses

The database on commercia property
(FoxPro) used for realty valuation is
used to confirm or obtain data required
for business assessment purposes

Although these sources are used to update
the business occupancy database, each
does not ensure completeness of all
business occupants. However, the
combination of all these sources provides
an increased level of assurance that the
business assessment roll is more complete.

Currently, there is an integrated
application capability between the
commercial property realty roll and the
business assessment roll, which can
facilitate the comparison of tenant
information between the two rolls.
However, the business process to fully
utilize the application has not been
completed. As aresult, the efficient and
effective use of the Department’s
commercial realty property database for
business assessment purposes is hampered.
The Department’ s business plan has listed
the building of an integrated system in its
future planned achievements.

For the 1998 general business assessment,
the Department undertook a canvassing
effort that resulted in the identification of

Audit of the Property Assessment Function

67



approximately $4.5 million in additional
tax revenue. Since that 1998 canvas, the
Department has performed ongoing
maintenance of the roll by canvassing
those locations where occupancy changes
have been notified to the Department.
These changes relate to businesses
vacating properties or moving to another
City location. In preparation for the 2002
general assessment, a canvassing effort is
currently in progress that is focusing on all
vacant business |locations to identify any
new tenancies that have occurred but not
reported to the Department. Where
changes are identified from this
canvassing effort, the Department will be
able to recover the tax implications of the
changes for the current roll year and two
years previous.

Recommendation 15

The project to build an integrated
system between the realty and business
assessment databases which is supported
by the necessary business processes
should be completed in order to
facilitate the use of commercia property
datafor business assessment purposes
and enhance the completeness of the
business assessment roll.

The Department should continue to
canvas businesses using a risk-based
inspection strategy that focuses on
locations, such as vacant properties, that
have higher risk of incorrect data being
contained within the Department’s
database. However, this strategy should
be carried out on aregular basis to
reduce the risk of not picking up
changes on atimely basis from a tax
recovery perspective.

Property Assessment Department
response

The Department agrees with this
recommendation. We have identified the
system changes required to ensure that,
from a functional perspective, we are able
to integrate these two processes.
Completion is part of the 2002 Business
Plan.

Vacant commercial units have been
prioritized as part of 2002 Business Roll
preparation. Maintenance processes over
past four years are reducing the degree of
change found through the canvass, which
means the City is getting its revenues
sooner and less revenue is lost through
non-assessment.

8. Physical inspection program should be
implemented
A best practices review in the State of
Minnesota indicated that it isimportant to
conduct regular property inspections,
including a high percentage of interior
inspections to identify conditions,
amenities and other structural features not
apparent from the outside. The results of
our jurisdictional survey revealed that four
of the eight respondents perform
ingpections on acyclical basis for various
property types. In two of the jurisdictions,
the frequency of the cyclical inspection is
alegidative requirement (see Appendix
A).

The Department isin the process of
implementing aformal program to
regularly inspect properties in the City.
For properties that are valued through
either the sales comparison approach or
cost approach, the currency and accuracy
of property datais critical. Residential
properties, including owner-occupied
condominiums are valued on the basis of
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property attributes and currently account
for 92% of the parcels in the City and 56%
of the revenue-generating (portioned)
assessed value.

Since the start of the 1990s, inspections
have been generally performed on an ad
hoc basis in response to building permits,
appedls or sales verification requirements.
Because of the need to update its
residential database with current
information and additional detailed
information for regression modeling
purposes, the Department completed a
data collection initiative, otherwise known
as the Field Inspection Program, in 2000.
This effort resulted in the full or partial
inspection of approximately 50% of the
residentia propertiesin the City. The
results were significant; approximately
$28 million in assessed value ($600,000 in
annual tax revenue) was identified through
this process. We were informed that
information changed on 78% of the
properties inspected.

In many cases, changes were identified
where owners were either not required or
did not obtain a building permit for
improvements undertaken. These changes
would not have been picked up, therefore,
through building code inspections. We
believe that these results prove the merits
of aformal program.

Recommendation 16

The Department should compl ete the
implementation of aformal inspection
program for the various property types

in the City. The program should
consider various risk factors, alternative
sources of information and the merits of
cyclical review of al properties over a
certain period of time.

Property Assessment Department
response

Residential inspections will continue to be
conducted on the basis of where most
change is anticipated. Thiswill be
determined through the monitoring of
change rates on sales properties and
variance in assessment-to-sales ratios on a
geographic area basis. The Department is
also preparing to initiate a self-inspection
programin those areas already

canvassed, or not requiring physical
inspection by the Department.

The rate of assessment appeal on
commercial/industrial properties provides
an opportunity to refresh our physical
property database for much of this group.
In addition, the inspection of sales and
building permits will also add to the
accuracy of this sub-set of data. The use
of the income approach has an impact on
the importance of the physical data for
assessment pur poses.

9. Delay in processing building permits

has a negative impact on tax revenue
Building permits are a primary source of
information that the Department uses to
update the property characteristic data on
its database. For property types, such as
residentia properties which are valued on
a sales comparison valuation basis using
regression models, this datais particularly
important because the quality of the
valuation is dependent on the accuracy of
the property attribute data. In addition,
properties valued by the cost approach
(institutions such as universities, hospitals
and nursing homes) are also dependent on
the accuracy of the property characteristic
data maintained within the CAMA
database.

Over the past few years, the Department
has been performing building permit
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maintenance. Work has been prioritized on
the basis of value, taxable status, and year
of permit completion. The strategy has
been to leave the higher value non-taxable
permits and lower value taxable permits
rather than divert resources from more
value-added or higher risk activities such
as defence of appeals. Since 1995,
approximately $1.5 billion has been added
to the assessment roll. However,
notwithstanding these efforts, the
Department has still been experiencing
increasing backlogs of unprocessed
building permits over the past few years.
In the latter part of 2000, the Department
re-allocated assessor resources from the
Research and Quality Services Divisions
to address some of this backlog. This
short-term initiative was directed at
unprocessed high-value building permits
relating to commercial and industrial
properties involving new construction and
major renovations.

The City can revise the tax roll for the
current year as well as the two preceding
years. Therefore, any increases in assessed
value resulting from the unprocessed
permits prior to 1999 would be lost.

As of July 2001, our review of the
building permit database maintained by
the Department indicated that
approximately $1.2 billion in permit value
had not been processed, of which more
than $500 million relates to permits issued
in 1998 or earlier.

Unprocessed Building Permits (As of
July 2001)*

Year No. of Dollar Value % of
Permits Total
Unknown 307 $27,803,582 2.5%
1980 to 38 $5,604,000 0.5%
1985
1986 to 245 $54,169,400 4.8%
1990
1991 to 889 $168,648,516 15.0%
1995
1996 832 $42,116,248 3.7%
1997 1,107 $52,892,852 4.7%
1998 1,897 $157,354,703 14.0%
1999 2,733 $148,700,685 13.2%
2000 4,176 $280,836.387 25.0%
2001 3,916 $184,860,771 16.5%
Total 16,140 | $1,222,987,144 | 100.00%

* About one-third of building permits included in
the database do not have property codes. In order
to complete our analysis, we assumed that the
composition of the unidentified building permits
was the same as the building permits with property
code information.

Potential tax losses related to unprocessed
commercial property permits

Our analysis disclosed that ailmost $1
billion of the backlog did not relate to
either residential or cost-valued properties.
We believe that the mgority of this
amount relates to commercial property. It
is unclear, however, what percentage of
this amount may trandate into an increase
in assessed value or potential tax |osses.
Thisisfor two reasons. Firgt, as indicated
above, the recent project to clear the
permit backlog focused on new
construction and major renovation permits,
which should have removed the higher
value permits from the backlog. Secondly,
since commercial properties are valued
using the income approach, the increase in
assessed value may have been picked up
through the increase in revenue streams.
Thiswould be true so long as the
Department has up-to-date income and
expense information. For the 2002 genera
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assessment, approximately 67% of income
and expense questionnaires were returned
for commercial properties.

Potential tax losses related to unprocessed
residential and cost-valued properties

The table indicates the value of
unprocessed permits related to residential
and cost-valued properties.

Value of Unprocessed Permits for Residential and
Cost-Valued Properties

Permit Year Residential Cost-valued
Properties
1998 and prior $26,613,100 $101,637,700
1999 to 2001 $54,032,700 $50,060,300
Total $80,845,800 $151,689,000

Recognizing that there is not adollar for dollar impact between building permit value and
assessed value, we have used arange of values to estimate the portion of permit value that
would trandate into assessed value for residential properties and the associated potential tax
losses. Based on discussions with two residential Geographic Area Coordinators, we used a

range of between 50% and 80%.

Potential tax losses related to unprocessed residential permits

Increase in
Assessed
Value

50% 60%

70%

80%

1999, 2000,
2001

Estimated $27,016,400 | $32,419,600
Assessed

Value Impact

$37,822,900

$43,226,200

Estimated $390,700 $468,900

Tax Impact

$547,000

$625,200

1998 and
Prior
Estimated
Assessed
Value Impact

$13,306,500 | $15,967,900

$192,500 $230,900
Estimated

Tax Impact

$18,629,200

$269,400

$21,290,500

$307,900
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These percentage estimates on residential
building permits suggest that a one-time tax
recovery relating to 1999, 2000 and 2001
unprocessed permits ranges between $0.4
million and $0.6 million. For building permits
relating to 1998 and prior years, we estimate
the one-year tax impact in the year those
permits were issued to be between $0.2
million and $0.3 million. It must be
recognized, however, that the latter taxes can
no longer be recovered because the two-year
window for retroactive tax recovery has
closed.

Since tax estimates are cumulative for
subsequent years (less depreciation, if any),
the estimated tax impact figures are probably
conservative. At the same time, we
acknowledge that some of the increase in
assessed value may have been recognized
through field inspections.

Based on physical changes identified from the
Field Inspection Program, approximately $28
million in assessed value changes were
generated and applied either through
applicable sections of the City of Winnipeg Act
against prior years tax rolls or through
applicable sections of the Municipal
Assessment Act against the current year’s
assessment roll. Thistrandates into
approximately $600,000 in annual tax revenue.
It is not clear to what extent the $28 million
relates to unprocessed permits as opposed to
non-compliance with permit requirements.

Because of the possibility of impacting on new
owners, the Department has made a decision

to only retroactively tax one prior year, rather
than the allowed two years, for changes
relating to renovations. In addition, based on
extrapolating the findings to houses that were
not inspected, there is another $600,000 that
potentially has not been identified in the
current year as well asfor each of the two
preceding years. However, we caution that this

extrapolation of tax may be higher than actual
because the houses inspected were older and
more likely to have changed.

Potential tax losses related to unprocessed cost-
valued property permits

For cost-valued property, we estimate that
approximately $151.7 million in permits arein
backlog, of which $101.6 million relates to
1999, 2000 and 2001. Although the value
relating to these years can still be recovered,
we have not quantified the tax impact because
of the difficulty of identifying the relationship
between permit value and assessed value.

Recommendation 17

The Department should continue to
view the need to clear the building

permit backlog as a priority. A formal
plan should be established to identify
dedicated resources and reasonable
timeframes.

Property Assessment Department response
The Department’ s entire workload backlog
has been prioritized over the last three to four
years by considering financial impact and
legislated deadlines. Permits are scheduled to
be addressed in 2002, and significant progress
should be made by year-end.

As the Auditor has noted, the Department
prioritizes annual permit work based on value,
taxable status and year of permit completion
(oldest first), which has left high value non-
taxable permits and lower value taxable
permits to be processed. Many of the permits
for income producing properties will not
generate new assessment since the values are
produced from rents which have been adjusted
to reflect new situation but permits not
removed frominventory. Legidlative deadlines
and fiscal risk to the City have been the
factors, which have impacted on work
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prioritization over the past four years.
Experience has shown that the use of a project
approach with a single focus leads to longer -
term problems for the City and the Department
so permits will be approached on a
geographic basis to reinforce customer service
aspects. The new Department-wide Property
Information Tracking Application (PITA) is
being developed to better manage permits.

10. Opportunities exist to coordinate building
permit activities with Planning, Property and
Development Department

Electronic interface

Based on discussions with Department staff, a
significant reason for the building permit
backlog is that the existing system for
obtaining and processing permit datais not
accomplished through an electronic interface
with the Planning, Property and Development
(PP&D) information system known as
AMANDA. A direct interface between
AMANDA and CAMA would significantly
reduce processing time.

Our survey of five other Canadian
jurisdictions revealed that three either have or
are in the process of obtaining an electronic
interface between their buildings permits
system and the property assessment system
(see Appendix A). Research Services has been
given the responsibility for reviewing the
existing building permit process. Thiswill
include the improvement of the building input
process from PP& D and the development of
procedures and quality standards to ensure that
permits are processed on atimely basis.
Currently, they are in the definition stage of
this project.

Building permit inspections for residential
properties

PP&D has the responsibility to enforce the
safety codes relating to many types of
renovations being initiated by property
owners. Upon receipt of an application for a

building permit, PP& D sends out a building
inspector to review the work to ensure
compliance to various codes with respect to
building, plumbing/mechanical or electrica
work.

Based on our review of the type of data
required by Property Assessment for
assessment purposes on residential properties,
we believe that this type of data could be
obtained by PP& D during their inspection
process relating to building permits. Estimates
provided by Property Assessment regarding
the time required to collect the required data
were relatively small. It appears that the
majority of the time spent isin the travel to
and from the residence. Therefore, the time
effect on building inspectors who are trained
in al facets of residential housing would also
be expected to be quite small.

In the year 2000, approximately 11,000
residential permits were issued by PP&D for
building, plumbing/mechanical and electrical
work. Of thistotal, 4,400 permits related to
building work that would typically require an
assessor to physically inspect. PP&D
conducted about the same number of
inspections on these renovations during the
course of the year. With a checklist and some
additional training for building inspectors, the
residential building inspections would satisfy
assessment inspection data requirements. In
the recently completed Field Inspection
Program, Property Assessment Department
hired students and clerical staff and trained
them to complete this program under the
direction of professiona assessors.

The impact of having building inspectors
obtain the required data during the course of
their regular building inspectionsis three-fold.
First, from a customer service perspective, the
property owner would only have to deal with
one inspector and would have a smaller
number of inspection visits. Thiswould be at
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the expense of extending the building
inspector’ s visit for anomina amount of time.
Second, the assessor availability issue with
respect to the inspection of building permit
work would be addressed, thereby alleviating
one key factor impacting on the timely
processing of building permits. Third,
assessors now employed in this activity could
be re-deployed to other priorities including
random inspections of other properties as part
of arisk-based inspection program.

Non-compliance with building permit regulations
Both Property Assessment and PP&D staff
stated a significant level of non-compliance
exists with building permit requirements by
property owners. However, because
compliance isredlly an issue of completeness
of building permit applications being taken out
when required, it is very difficult to quantify
the extent of this problem. Aswe have
discussed previously, however, the recent
Field Inspection Program revealed a 78%
change rate on the information relating to
existing information maintained by the
Department. Of the changes identified, it is
estimated that 70% were the result of property
owners not taking out a building permit or
situations where a building permit was not
required.

At the same time, we were informed that no
processis currently in place to alert PP&D of
non-compliance situations discovered by the
Property Assessment Department during their
field inspections for assessment purposes. This
isimportant for safety considerations.
Furthermore, appropriate sanctions exist that
can be exercised in this situation. We believe
that uniform enforcement of by-laws dealing
with non-compliance is important for
maintaining public confidence.

Recommendation 18

As part of the review of the building
permits process and integration with
PP&D systems, the Department, in
consultation with PP&D, should
investigate the feasibility of having the
residential assessment inspections
performed by building inspectors
where appropriate. In addition, the
feasbility and benefits of an electronic
database between AMANDA and
CAMA should be fully explored.
Finally, the Property Assessment
Department should ensure that
incidents of non-compliance with
building permit regulations that are
detected through the Field Inspections
Program are provided to PP&D so that
appropriate action can be taken.

Property Assessment Department response
Property inspection and materials recognition
are the foundation of training for an
appraiser/assessor. Some basic factual
information on new construction can be
garnered from Planning, Property and
Development (PP&D) files, but it isimperative
that value-oriented decisions, such as quality
and condition, remain within the direct control
of the assessor responsible for the valuation of
the property. Thiswill help ensure fiscal
stability for the City through the appeal
process. Asthe Auditor’s report notes
Background Information), no other assessment
jurisdiction surveyed gathers assessment
information in this manner.

The Department recognizes that safety issues
created by the non-issuance of building
permits are a concern for all of us. However,
if assessment inspections triggered sanctions
by PP& D, the access rate to properties would
probably be reduced resulting in inaccurate
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values, higher appeal rates, and a costlier
systemwith more fiscal risk.

Director of Planning, Property and
Development Department response

| believe there are opportunities for
coordination between our department and
Property Assessment. The first steps would be
to assess the impact the proposal would have
on the workload of inspectors, the type of
information required by Property Assessment
and the time required to obtain the data they
require. There might also be some CUPE
implications. The bottom line is that thereis
merit in further examining the feasibility of the
proposal.

11. Quality assurance practices need to be
improved
The fundamenta purpose of the quality
assurance processes relevant to the Property
Assessment Department is to ensure the
quality of data being gathered for valuation
purposes and the accuracy of valuation
calculations.

Property and income/expense data

The Department has gathered and entered a
large amount of its residential physical
characteristic data from various sources such
asthe Field Inspection Program. As well,
correction of datais provided through the
inquiry management process, in which the
property owner initiates an inquiry based on
information obtained through the web site and
open house preview program. The Department
also gathered alarge amount of
income/expense data from questionnaires for
market analysis purposes as well asto be
entered into the specific files for each

property.

The Department has developed controls that
would help to prevent data collection and entry
errors. The data collection, entry and revision
processes were supported by the development
of acomprehensive training manual, forms to

standardize the collection of data, and training
on data gathering and entry processes and
manual and computer edit checks. At the same
time, the quality assurance process was
hampered by the lack of effective detection
controls that would identify problems and data
errors associated with the collection, entry and
maintenance of data. Aswell, the
documentation of the results of the quality
assurance process was not complete. Although
the need to review the quality of the datawas
identified in the manuals guiding the process,
the extent to which the data was reviewed was
left to the discretion of the individuals directly
involved in these activities. Thisresulted in
inconsistent levels of testing of data and lack
of documentation of quality assurance test
results. As aresult, no assurance over the level
of quality control was being achieved. The
external quality assurance consultants who
were involved in reviewing existing quality
assurance processes arrived at the same
conclusion.

One reason for these deficienciesis the fact
that the Quality Services Division, to alarge
extent, was not involved in providing quality
assurance support with respect to data
gathering and processing. Therefore, a quality
assurance program consisting of quality
assurance guidelines, standards, testing and
documentation of results was not effectively
established to ensure the quality of dataon
properties. As aresult, this adversely impacted
on Field Services staff, who have the direct
responsibility for performing quality control
and to provide the required level of assurance
over the quality of data collected and the
reasonableness of the determined property
valuations.

Valuations

Valuations are determined for each property
type based on the data obtained and the
valuation approach used. A recognized
technique to provide assurance over the
reasonableness of the figuresisto compare
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valuations to bona fide sales of the subject or
similar properties. On an overal basis, the
IAAO Standard on Ratio Studies establishes a
number of statistical indicators that a
jurisdiction should meet when comparing
valuation results to sales values for various
types of properties.

While the IAAO Standards for residential
properties were met, those quality assurance
processes relating to sales comparisons for
commercia properties were not completed.
The fundamental problem was that al
properties sold in the reference period did not
go through a complete sales verification
process on atimely basis. This can impact on
the quality of the capitalization rate studies
that are necessary when using an income
valuation approach, and also on the
Department’ s ability to evaluate the
reasonableness of its income-produced values
against sales of the subject or similar
properties.

Ultimately, the valuation of properties should
be related back to bona fide sales transactions,
which is the best indicator of market value.
The external quality assurance consultants
made similar observationsin their final report.
In addition, our jurisdictional review of other
citiesrevealed that al respondents that value
property under the income and cost
approaches use bona fide sales of smilar
propertiesin the reference period to verify the
reasonableness of the values determined under
those approaches (see Appendix A).

In addition, the Department did not adequately
perform atimely quality review on its
commercia property valuations using
statistical indicators recommended under the
IAAO Standard on Ratio Studies. As part of
their review, the external consultants
concluded that the commercia properties did
not meet IAAQ standards. Although this does
not necessarily mean that the values are not

accurate, it was an indicator that the
Department did not perform procedures to
provide assurance that values are reasonable.

Recommendation 19

The Department should review its
guality assurance process over data
collection, entry and maintenance to
ensure that effective detective controls
are in place and that the results of the
quality assurance process are
documented. The Department should
consider providing quality assurance
training to the Quality Services
Division staff to ensure that an
effective quality assurance processis
maintained.

Sales verification is a fundamental
process that is required to ensure the
reasonableness of vauations that are
calculated using any vauation
approach. As aresult, the Department
should clearly articulate the
requirements of the sales verification
process for commercial properties.
Once thisis done, resources should be
allocated to perform this process on a
timely basis and to test how well this
process is being completed.

Property Assessment Department response
The Department agrees with the
recommendations. A review will be completed
and process controls implemented once the
data collection operational plan and the
procedures and policies have been devel oped.
The training of Quality staff was addressed in
the discussion paper identified in
Recommendation 11. Plansare currently
being made to carry out the Sales
Investigation function on an ongoing basis.
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The Quality Services staff has been given
training in Quality concepts, as have some
Field Operations staff and the Manager of
Research Services. Some staff members have
been enrolled in the Quality Certificate course
offered through the University of Manitoba.
The Satistician in the Quality Services
Division has received her Doctorate in
Industrial Engineering with a focus on Quality
Assurance/Control. Theintent isto continue
to expose staff to quality concepts through the
use of outside expertise while developing and
implementing process controls and audits for
all aspects of the assessment function. Sales
verification and analysis is one of the basics of
appraisal, and its importance will continue to
be reinforced with staff in the Department.

12. A strategy is required to identify under-
valued properties
The Department has established a number of
initiatives, such as open houses, which enable
the taxpayers to review data and valuations
relating to their properties, and to identify
concerns or inaccuracies relating to the
valuations. However, these initiatives usualy
result in taxpayers identifying changes that
lower property values, as most taxpayers are
not likely to bring forward facts that relate to
valuation increases.

We recognize that the Department’ s data
collection initiative to inspect 50% of
residences in the City identified missed
changes relating to property improvements,
many of which resulted in increasesin
valuation. However, this was a one-time blitz
to update the existing database on property
characteristics and to add new data required
for regression modeling purposes. The review
of reports on unusual changesin property
values between assessmentsis a quality
assurance process that can identify property
values that are either under or over-estimated.
The City Assessor has also discussed sending

guestionnaires to taxpayers to have them self-
report changes to property and expanding the
use of the geographic information system to
identify unreported changes.

We also recognize that the Department has
prepared alist of properties, primarily
commercial, that the City Assessor appealed
after the delivery of the 2002 roll because of
inadequate income and expense data on the
property. This was prompted by the fact that
recent legidation changes allowing boards to
increase valuations will not be effective until
January 2002.

Notwithstanding the above, the Department
does not have a specific strategy in placeto
identify under-valued properties. For example,
properties that have not been recently
inspected, sold or appealed are at higher risk to
be under-valued because no update exists on
property data or no specific basis to relate
valuation to market value exists. The practice
used by one assessing authority isto use sales
listings to assist in the identification of under-
valued properties. Another jurisdiction
indicated that it maps key qualitative and
quantitative data on property typesin relation
to assessed values to identify questionable
valuations. It aso follows-up on customer
enquiries, which could lead to identifying
under valued properties (see Appendix A).

The Scurfield Report made a specific
recommendation that an under-assessment unit
should be established to track and deal with
those properties that could be or are under-
assessed in value. Although the creation of this
unit is not consistent with the re-organization
of the Department to a neighbourhood assessor
concept, this does not eliminate the need to
establish processes that will identify and
address under-valued properties.
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Recommendation 20

The Department should formalize a
strategy to identify and investigate

potentially under-valued properties.
Assessors should undertake
appropriate activities as part of their
regular responsibilities.

Property Assessment Department response
The Department’ s focus is on determining
proper values for all properties. Through
statistical methods the Quality Services and
Field Operations Divisions are addressing
anomalous values. Satistical checks, such as
Price Related Differential, are used to ensure
thereisno under or over-valuation. In
addition, the Department is using the appeal
process to get more data and adjust values
where there has been no cooperation on
income collection.

13. Quality of documentation is inconsistent
Adequate documentation provides a
fundamental foundation for the valuation
process and an important tool for the
successful defence of appealed properties.

Throughout our review, it became apparent
that the quality and level of documentation
prepared by the assessors and assessment
teams varied significantly. Our concern about
documentation was confirmed by the
observations made by the externa quality
assurance consultants. Documentation tended
to be poor in areas such as assumptions made
in analysis, linkage of analytical results to
final figures, rationale for decisions and
evidence of quality control.

Recommendation 21

With the support of the Quality
Assurance Division, adequate
documentation standards should be
developed and implemented.
Supervisors should be held
accountable for monitoring adherence
to standards.

Property Assessment Department response
The Department agrees with this
recommendation. Training to teach process
controls to Field Operations Managers and
staff has started. Procedures have been
developed for most property types. They will
become procedural standards against which
managers can measure results. Audits from
the 2002 reassessment will also form the basis
for future process controls

14. Central file system must be improved
Information maintained in the central file
system contains various documents such as
field forms, sketches, board orders and related
correspondence for each property in the City.
In addition to what ison CAMA and its
satellite systems, staff refer to additional
historical information in these files when
valuing properties and preparing for upcoming
appeals. However, the existing centrad file
system has been in a state of disrepair and has
become even more dysfunctional since the
physica move to the Confederation Building.
The organization of the file system is
inefficient as there are numerous files for each
parcel of property.

Until recently, dedicated staff have not been
assigned responsibility for maintaining the
central file system and no formal sign-out
procedure for information removal isin place.
As aresult, documentation was frequently
either misfiled or not returned.
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The absence of awell-running central file
system impacts on the Department
accomplishing its objectives by

Consuming large amounts of staff time
trying to locate information.

Hampering staff’ s ability to prepare vaues
or defend valuations when appeal ed.
Delaying responses to taxpayer inquiries.

The Department hired an external consultant
who reviewed and made recommendations on
the file system in February 2000. In response
to these recommendations, the Department
established a committee under the
responsibility of Research Servicesto address
the central file concerns. In mid-2001, to
address some of the problems, the Department
assigned a staff member to the centrd file
system whose responsibility isto track files
and maintain the filing system.

Recommendation 22

We recommend that all the

improvements to the central file
system identified by the consultant be
implemented on atimely basis.

Property Assessment Department response

A dedicated staff person, responsible for
retrieving, tracking, and storage of all files,
has been hired for the Central File Room. In
addition, a new filing system will be
implemented in the first quarter of 2002.
Interim filing procedures have been devel oped
and adopted for use until the implementation
of this new, comprehensive records
management system is complete.

The Department will be consolidating property

information from numerous files to, at most,
two files and will be adopting the use of colour
and bar-coded file folders. These
consolidated, coded fileswill result in more

accurate and efficient management of
information. In addition, mobile filing units
will be utilized to maximize use of limited
space and ease of retrieval and storage of
documents. Ultimately, the Department
intends to move to an electronic filing system.

Information technology systems

Information Technology (IT) systems support
the completion of the assessment roll in terms
of ensuring complete, accurate and secure
data. A number of systems and applications
exist that are utilized by the Department for
analyzing various types of data (that is,
property characteristic data), generating
property vauations and enhancing
accessibility to the property tax owners. The
primary property valuation system, which
supports computer-assisted mass appraisal
(CAMA), isthe Sigma System. It contains
many modules and has the capability of
supporting the vauation of multiple realty
property types as well as the valuation of
business assessment.

Currently, al the valuation modules of the
Sigma System have not been implemented.
Management decisions have been made to rely
on the external applications of SSPS for
multiple regression analysis valuation and
FoxPro for commercia income valuation.
Rationale for using the SPSS application
includes technical flexibility, the familiarity of
the private consultant with this tool and the
fact that training programs in Canada use
SPSS to teach the multiple regression analysis
methodology. With respect to FoxPro,
familiarity and comfort by staff with this tool
was the primary basis for remaining with it for
the 2002 general assessment. However, there
isalong-term plan to review the feasibility of
implementing the internal income tool in
Sigma.
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We have focused our review of these IT
systems on areas relating to security over
applications and database, application
reliability and functiondity, and reliability of
application interfaces.

15. Security over applications and database
The Department maintains a large portion of
its data and valuations electronically, primarily
within the Sigma System. Adequate backup
procedures and off site storage are therefore
critical security controls over the Department’s
electronic assets. Data Services and
Development Division (DS& D) has
satisfactory backup procedures and off site
storage, which minimize the risk of lost or
disrupted data. Adequate arrangements have
also been made with vendors to provide
hardware and database support to the
Department in the event of aphysica or
electronic disaster affecting its major computer
systems.

For the 2002 general assessment, the
Department has enhanced accessibility to
assessment information through the
development of an internet web site. With
increased accessibility, security risks are
increased relating to the data being provided
through this web site and to the Sigma
database. Appropriate controls and
management practices have been established
to support the secure delivery of assessment
data to the general public through this web
site.

The property assessment val uations contained
within the Sigma System are updated onto the
Manta System, which is the system that serves
as the electronic representation of the certified
assessment roll and ultimately produces all the
assessment notices. It is therefore critical that
DS& D has processes and controlsin place to
ensure that the two systems are in balance. To
test the Department’ s controls, we compared
the property assessment information between

the Sigma and Manta systems in June 2001
and determined that all the valuations
contained within Sigma were accurately
transferred to the Manta System.

We have identified the following areas that
require improvement:

Review process for property assessment changes
should be implemented

Controls for application and database security
include protecting and restricting access to
business information stored on the Sigma
System and associated sub-systems. These
controls have to be managed and maintained in
amanner that ensures that authorized users of
the system have an appropriate level of
authority to fulfill their job functions.
Currently, Sigma property assessment changes
applied by assessors from the Field Services
Division are not being reviewed for accuracy.
Although our test review of changes made to
properties of current employees revealed no
improprieties, the lack of aregular review and
approval process, particularly for changes that
affect assessment value, increases the risk of
error and data integrity problems.

Recommendation 23

Responsibility for the review and
approval of property assessment
changes needs to be established within
the Field Services Division or other

business user divisions within the
Department. Along with the
assignment of this responsibility, the
tools, training, and documentation of
the procedures to support this effort
must be completed to support the
establishment of this new role.

Property Assessment Department response
The Property Assessment Department
recognizes the importance of this
recommendation and agrees with it. We
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anticipate the project will be completein late
2002.

Profile documentation needs to improve

The security environment should be
documented, monitored and maintained in a
timely fashion to reflect the ongoing
requirements of the Department as it changes
in terms of staffing, roles and responsibilities.
Profiles, which are required to define smilar
access requirements to property assessment
information by staff performing similar
functions and to facilitate the administration of
security, are inadequate for security
administration purposes while the current
profiles created on the Sigma System are
excessive. Without having adequate and
current profile documentation, the
administrative effort over security
administration increases and the accuracy and
efficiency of the security administration
processis reduced. Although DS&D has
completed an initial draft of additional profile
documentation and a project has been initiated
to clean up the profiles, these tasks have not
yet been compl eted.

Recommendation 24

The profile documentation and
cleanup should be completed as soon

as possible and profile access
permissions should be in alignment
with the currently defined assessor
responsibilities.

Property Assessment Department response
The Department agrees that the security
profiles underlie a critical part of our control
process. As such, the work related to the
recommendation has now been completed.

Security administration and access request
procedures are inadequate

Security administration procedures and access
request procedures for the Sigma application

are inadeguate. Although DS& D has already
initiated steps to provide more formal
documentation (that is, Sigma access request
forms) in this area, this task has not yet been
compl eted.

Recommendation 25

Security administration procedure
documentation and access request

form development should be
completed as soon as possible as thisis
akey component for improved
management of Sigma application
Security.

Property Assessment Department response
The Department agrees that the security
administration procedure documentation and
access request form are vital components of
our security strategy. As such, the Access
Request Formis complete, and will be rolled
out to the user community in the first quarter
of 2002. The security administration
procedures are presently under review, but are
also planned for implementation in the first
quarter of 2002.

16. Application reliability and functionality
DS& D coordinates and provides system
maintenance for Sigma, which primarily
supports the business requirements of the Field
Services Division. Because Sigmaisa
purchased system, DS&D aso provides
communication and relationship management
with the vendor on behalf of Field Services.
Sigma-related repairs, functionality changes,
new features and problem investigation are
negotiated with and performed by the owner.

We determined that DS& D has established a
well-defined problem management and change
control process as well as good vendor
relations to ensure the ongoing successful
operation of the System. Thisisachallenge in
light of the fact that the vendor isrelatively
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small in size and does not have the resources
to devote to client support. In addition, the
user documentation that currently exists for
Sigma was custom developed and is better
than the vendor-provided documentation
package. This facilitates the functionality and
usability of the System by itsusers. The
following areas, however, require
improvement:

Process for managing information technology
initiatives requires refinement

The IT portion of the business plan is the
primary tool for identifying and prioritizing
the maor IT initiatives for the Department.
Through areview of its services, systems and
client needs from an information technology
perspective as well as an environmental scan
of other jurisdictions, the Department has
identified priority system projects and
included them in the IT section of its business
plan.

In conjunction with the information in the
business plan, there needs to be an ongoing
process for monitoring the progress of the
initiatives, introducing new initiatives and
reprioritizing the revised inventory of
initiatives. DS& D currently has the
responsibility for providing the tracking,
coordination, and ongoing management of IT
initiatives for Sigma and associated systems.
The Departmental Management Committee
(DMC) meseting is periodically used by DS& D
to review IT initiatives with business
managers with respect to status, priority and
ranking of these initiatives. The Departmental
Management Team (DMT), which consists of
DMC members plus key business users such
as Geographic Area Coordinators and
supervisors, also meets to discuss emergency
requests that are initiated by Property
Assessment staff.

Although management team meetings are
being used to discuss I T initiatives, DS&D
management have indicated that thereisa

need to improve the existing process by
getting more active involvement from business
usersin prioritizing I T initiatives, reviewing
the initiatives more regularly, and formalizing
the request process for managing IT initiatives.
An opportunity exists for Field Services and
the other business units in the Department to
provide direction in terms of the IT initiatives
that are undertaken by DS&D particularly in
terms of identification of system
enhancements, prioritization of projects, and
timing and delivery of system improvements.

The risk of not having more frequent
involvement by business usersin establishing
priorities and timing of initiatives and a more
formal request process for IT initiatives is that
the delivery of key Department productivity
reguirements and improvements associated
with the CAMA System can be adversely
impacted.

Recommendation 26

Field Services and other divisions should
coordinate with DS& D to enhance the
procedures associated with the capture,
tracking and management of IT initiatives.
Once procedures have been enhanced,
they should be communicated to all
Department business users who are
responsible for initiating I T work orders.
The forum for discussion of IT initiatives
should either be the DMT meetings or a

combination of DMT and DM C meetings.

In addition, the agenda and format for the
DMT/DMC meetings should be adjusted
to alocate sufficient time for management
to review IT project initiatives and
address any changes needed to the
delivery schedule based on new initiatives
being added, emergency requests tabled
since the last meeting, and any other
relevant factors affecting the delivery
schedule.
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Property Assessment Department response
The Department recognizes that thisis an
issue and is working toward improvements.
Over the past four years we have been placing
more emphasis on the co-ordination of I/T
initiatives with business unit needs, both
present and future.

17.Interface of information between Sigma and
other systems needs development
The Field Services Division utilizes the
Commercia Income Tool and SPSS for
generating property assessment values, which
are entered into the Sigma System. Situations
also exist where assessors use spreadsheets to
collect and analyze property information on
other property types (that is, multi-family
dwellings, hotels) in order to derive
assessment values, which are then loaded into
Sigma. The transfer of information, either into
or from Sigma, is accomplished through a
combination of manual intervention and
interface scripts.

The degree of manual involvement associated
with processing information through these
interfaces is quite extensive. Consequently, the
time delay incurred by users to process
information through these interfacesis quite
significant and counter-productive. The
amount of manual effort involved with
interface processing also significantly
increases the potential for errors resulting in
further processing delays. A project has been
initiated to implement Sigma System
functionality that is equivaent to, and will
replace, the existing Commercia Income Tool.

In addition, procedure documentation does not
exist for interfacing information from the
Commercia Income Tool into Sigma. The
lack of documentation presents arisk that
without key staff who are knowledgeable
about the process, the interface steps would be
more difficult to carry out, more prone to error
during the execution of the interface or more

prone to a full breakdown during the interface
process.

Recommendation 27

To facilitate the planned
implementation of the SIGMA module
relating to income valuation, the
Divisona Management Team (DMT)
needs to provide management
direction related to this project as well
as any competing I/T initiativesto
ensure that this project is completed in
atimely fashion. DMT should also
request DS& D to establish a project
plan, schedule and project team
resources as a part of the project
management process to ensure
deliverables and timelines associated
with this project are met.

Until the SSIGMA System functionality
has been implemented for commercial
income-valued properties, DS& D
should develop interim procedures and
documentation for the movement of
information between the Commercial
Income Tool and SIGMA. Any other
interfaces feeding information to or
from SIGMA should also be fully
documented.

In addition, DMT should initiate a
business case for further automation
and integration of property assessment
functionality to address the remaining
issues associated with SPSS interface
processng and manual Spreadsheet
processing.

Property Assessment Department response
The Department agrees with this
recommendation. An overall project plan has
been created. A more detailed implementation
plan will outline 2002 initiatives.
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Interim procedures are being implemented for
the movement of data from the Commercial
Income Tool to SGMA. A two-phased

approach Is being used for the SPSSinterface:

Current monthly batch mode has been
documented

The Department has located a vendor that
has developed a real time solution for
moving data from SPSSto SGMA.
Management is attempting to get single
sourcing approvals to speed revenue
capture for City.

Monitoring and learning: Making things
better

Monitoring and learning are critical to
organizational improvement. Monitoring an
organization’s external and interna
environments enables the organization to
diagnose environmental changes early and
respond to them promptly.

Monitoring and learning aso involves
periodically challenging the assumptions
behind an organization’s objectives, assessing
information needs and systems, evaluating the
effectiveness of control, and reporting the
results to those responsible in the organization
to complete the accountability loop. Whenever
key changes or actions are to be implemented,
follow-up should occur at various levels
throughout the organization to confirm that
they are carried out. Changes may involve
changing objectives or plans, control activities
or information systems.

Specific monitoring and learning components
considered include

Monitoring internal and externa
environments

Monitoring performance
Challenging assumptions
Reassessing information needs and
information systems

Performing follow-up procedures
Assessing the effectiveness of control

1. Operational performance reporting can
be improved

The monitoring of operational performance
offers an opportunity to learn from experience.
If progress toward objectives is not monitored
and evaluated, underlying factors may not be
discovered that require arevision of objectives
or are-prioritization of effort. To monitor
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operating performance, management needs to
have timely, reliable information on operating
results.

Currently, most of the reporting on operations
is presented through meetings at the divisional
or departmental levels. The Department has
regular management team meetings involving
the City Assessor and divisional management.
Thereis aso a separate group of regular
management meetings that include the
Geographic Area Coordinators. In these
meetings, various operationa and
administrative issues are discussed and
progressis reviewed on key activities or
objectives. Formal reports, however, are
normally prepared only upon request on an
issue or project-specific basis. Within each of
the divisions, there are varying levels of
formal or on-going reporting to divisional
management. In general, however, there are no
regularly generated operating reports
containing status against plans, variance
analysis, backlogs, or time required to
complete activities.

One of the contributing factors, of course, is
the lack of divisona planning, mentioned
earlier, that would establish criteria against
which to report. In addition, management
information systems are not in place to report
against al of the performance goals identified
in the performance measurement framework of
the business plan. For example, to support the
timeliness & currency of information
component of the framework, no reports exist
indicating whether all new major
improvements are inspected and valued within
the targeted turnaround time of completion, or
whether sales verification is performed within
the targeted time frames.

Without systems to support the performance
measurement framework, management cannot
gather the information needed to determine if
planned goals are being achieved.

The CAMA System, which contains a
significant amount of data on each property, is
not used as a source for providing

management information on aregular basis.
Examples of potential areas of information
would be the number of inspections conducted
on sold properties, the percentage of properties
inspected over a specified period of time, and
the extent to which sold properties have been
verified.

Recommendation 28

To supplement the regular meetings,
divisona management should receive
periodic reports against annual goals
and objectives of the respective
divisons. Thisinformation should
then be rolled up for the purposes of
reporting to the Director. Management
information systems should aso be
established to support the information
requirements of the performance
measurement framework. In addition,
the Department should use the
reporting capacity of the CAMA
System to provide basic management
information.

Property Assessment Department response
The Department agrees with this
recommendation. Now that the legislative
deadline for reassessment has been met,
management resour ces have been directed to
identifying information needs at all stages of
the assessment process.

The Property Information Tracking
Application (PITA) will be the first stage of
meeting the reporting requirements of this
management system. Since single sourcing for
this project was not considered appropriate,
an RFP has been developed to identify a
contractor to begin the development of this
system early in 2002.
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2. Comparisons with other jurisdictions
indicate opportunities to improve
efficiency of operations

An important process for determining whether
or not existing practices are optimal isto
compare them to other jurisdictions.
Benchmarking is a continuous process that
assists an organization to measure and
compare its processes and services to other
organizations. It also helps an organization to
identify its critical success factors and to
subsequently identify performance gaps.
Recognizing these gaps is an important first
step towards establishing action plans to
improve performance.

The Department, to date, has done some
benchmarking against other jurisdictions and
reviewed business practices and processes that
could be implemented. The City Assessor’s
previous work experience in the Province of
Ontario has aso provided him with practical
knowledge of what has been carried out in that
province. As well, organizations within the
assessment profession are periodically
surveying and benchmarking assessing
authorities. As aresult, when the Department
participates in these surveys, it benefits from
the findings of studies conducted by these
organizations.

The International Property Tax Institute (IPTI)
conducted a benchmarking study in 2000 by
surveying assessing agenciesin North
America. The purpose was to identify best
practices, processes and opportunities for
improvement for these organizations. A
comprehensive questionnaire was submitted to
these assessing agencies. However, only a
small number responded, including the City of
Winnipeg.

The major finding of the study was alarge
variation exists between respondents for many

critical parameters, including efficiency
measures generated in the study as well as for
key parameters characterizing the methods and
approaches used by the agencies that
participated in the study. The study made
comparisons using several key measures and
indicators of efficiency, including the ratio of
operating budget over parcels, operating
budget over number of assessment function
staff and the number of property parcels over
assessment function staff. The City of
Winnipeg did not rank well in most areas.
However, we caution that this may be
mideading as there may be differencesin
areas such as costing and scope of
responsibility that impact on the comparability
of the results among the various jurisdictions.
We also conducted our own survey of other
Canadian jurisdictions, which included a
request for operating and cost information. We
recognized and attempted to account for all
significant variations such as responsibility for
business assessment and cost accounting
differences between the City of Winnipeg and
other jurisdictions. Based on our results, the
City does not appear to be operating as
efficiently as other jurisdictions when looking
at such performance indicators as the number
of assessments to professional staff and
operating budget to number of assessments
(see Appendix A).

We recognize that a number of factors can
impact on the comparability of the City of
Winnipeg' s performance against other
jurisdictions. From a legidation perspective,
rights of access to properties by the assessor
are more restrictive, requirements for property
owners to supply requested income/expense
information to the assessor are not as stringent,
onus is placed on the assessor to prove
assessed value and the property owner does
not face downside risk to appeal assessed
values (until new legidation becomes effective
in January 2002). These legidative differences
increase the amount of time and funding
required by the Department to prepare and
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defend the assessment. In addition, there are
other factors such as methodology differences,
economies of scale and the organization
(centralization) of activities that also impact
on the comparability of the figures.

Currently, the Department is developing a
benchmarking survey to use in conducting a
joint CUPE/City study involving a detailed
comparison of costs and best practices with
other jurisdictions. Once completed, the
survey questionnaire will be sent to other
jurisdictions.

Recommendation 29

Once the results of the Departmental
survey have been obtained, compiled
and analyzed, it will be important for
the Department to develop a

comprehensive action plan if, in fact,
cost comparisons do reveal that the
City of Winnipeg Property Assessment
Department is not operating as
efficiently as others surveyed.

Property Assessment Department response
We agree with this recommendation.

3. Technology initiatives should be fully
costed

Budgeting and accounting for costs relating to
major system acquisitions such as Sigma, and
related change orders are tracked through the
Department’ s accounting system. However,
the Department does not budget or track
internal resource costs when allocating staff to
work on mgjor information technology
projects. With respect to CAMA, the manager
of DS& D stated that, in addition to funds
expended on the Sigma acquisition and related
change work provided by the externa systems
developer, asignificant amount of staff time

has been dlocated that has not been
quantified.

As aresult, the Department is not aware of the
total staff time that could have been deployed
to other activities and the true cost of CAMA
development. The absence of this type of
information hampers management’ s ability to
control all costs relating to a project of this
Size, to evaluate past decisions, and to budget
for smilar projectsin the future.

Recommendation 30

We recommend that the Department
budget and account for the full cost of

major technology projects to ensure
that the project is adequately
controlled and that total project costs
are cantured.

Property Assessment Department response
The Department agrees that budgeting and
accounting of the full cost of major projectsis
important. The Department is currently
piloting a time tracking software package,
which we plan to roll out in 2002. This system
will allow staff to enter their time and
associate the time with an operational task or
a project activity. Thiswill allow usto
accurately account for internal costs, and in
the future, to budget for this cost.

Currently, we effectively track purchase costs
to a project, including costs of external
resources, be they goods or services. Tracking
staff time as well will allow the Department to
allocate staff salary costs to specific projects.
In addition, an appropriate factor for
overhead will be applied to make the
determination of full costs of major projects.
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THE APPEALS PROCESS

An effective appeal s process has two
fundamental goals:

Appeals goals

The process should offer afair and
objective forum to appeal property
assessments.

The process should be
under standable, easy to use and
effective for all participants.

Thefirst goal’sintent is that a property owner
with an assessment dispute should have a
viable opportunity to be heard and understood
and that all those with similar circumstances
should recelve equitable treatment. The second
goal emphasizes the value of an appeals
process that meets the needs of the three
parties: property owners who may not be
familiar with property assessment and appeals,
assessors whose job it is to complete property
value assessments, and Board members who
Sit in judgment of assessors estimates of
value.

Pursuant to legidation, aformal and
independent Board of Revision has been
established with accountability for the appeals
process at the first level of assessment apped.
In addition, there is a mechanism for citizens
to appeal decisions of the Board of Revision to
the Municipal Board and to the Court of
Queen’' s Bench.

Board of Revision mission
statement and goal

The Board' s mission statement states that
“The Board of Revision isindependently
established to hear appeals respecting
assessment issues in a fair, efficient and
judicious manner with consideration given to
the City of Winnipeg fiscal time frame.”

The goal of the Board is*“ to ensure that all
parties to an appeal irrespective of the
decision rendered |eave the hearing and
appeal process with the perception that they
have been treated fairly, professionally and
without bias.”

Property Assessment Department
appeals goal and strategy

The Property Assessment Department’s
business plan incorporates a goal to “ reduce
the financial risk related to appeals and a
strategy to expand initiatives to reduce both
the number of appeals and the risk associated
with outstanding appeals.” In addition, a
measure of the timeliness and currency of
information for the Department isto

“ complete all Board of Revision appeals
before theroll is used for taxation purposes.”
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The diagram below depicts the property assessment appeal process in the City of Winnipeg:

Decisil

APPEALS PROCESS

4. Appeal Municipal Board or Court of

Queen's Bench Decision

of Municipal Board or

Court of Appeal
Basis of Appeal
- Jurisdictional Issues

oy
Decision
Property Owner
3. Appeal 3. Appeal
Board of - TG Board of
. Decision L
Revision 2. Appeal Revision
Decision Assessed Decision
Roll Value .
. Decision
1. Enquiry
Property
Assessment
Department
Basis
- Data
- Valuation
Municpal Board Court of Queen's
Basis of Appeal Bench
- Quantum Basis of Appeal
- Classification - Liability
Board of Revision
' Basis of Appeal
- Question
- Classification
- Liability

R
Court of Queen's
Bench
- Point of Law,

Notes

1) The numbers represent the order of steps for
processing enquiries and formal appeals.

2) The City Assessor can similarly file appeals with
the Boards and Courts.
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1. Current performance—where are we
now?

In assessing the overall performance of the
appedls process, we used the following business
objective:

Business objective

The appeals processisfair, transparent and
effective and the liability for potential
financia losses has been appropriately
recognized.

Operating environment

Making an application to have a property
assessment appealed at the Board of Revisionisa
low risk option for the taxpayer. Differencesin
rules applicable to the appeals process for the
City of Winnipeg and other jurisdictions are
important to keep in mind when assessing the
performance of the process. For example, under
existing legidation, the burden of proof ison the
assessor to defend valuations that have been
appealed. Our survey of other assessing
authorities across Canada confirmed that all other
jurisdictions require the appellant to prove that
the market value is incorrect or that the valueis
inequitable with other similar properties (See
Appendix A). In addition, afiling fee is not
required to inhibit frivolous appeals and the
Board only has the responsibility to revise values
downward for appealsinitiated by property
owners.

Since the Scurfield Report focused attention on
the deficiencies that led to the backlog of high-
valued commercial appeals and associated $54
million ligbility related to the 1990 genera
assessment, preventing a recurrence of this
situation has been a priority for the City. While

this has led to positive actions such as the
creation of the Assessment/Tax Communications
Task Force to coordinate efforts, it has also
resulted in a preoccupation with clearing appeals
prior to the freezing of the tax roll. Later in the
report, we discuss what impact this may have had
on the quality of appeals being heard.

Performance results

The Board of Revision heard over 20,000 appeals
in the last four-year cycle with more than 12,000
hearings concerning the 1998 assessment. Over
the last four-year period, more than 67% of all
hearings concerned residential property
assessments.

Board of Revision Decision Appeals
1998-2001 Roll Years

Appeals Hearings % of % of
number | Value
of
appeals
By Property
Type
Residential - 13615 67.6% | 18.4%
Single Family
Dwelling
Residential - 1638 8.1% 2.9%
Condominiums
Multi-Residential- 1432 71% | 11.9%
Commercial and 2865 14.2% | 53.0%
Industrial
Institutional 290 1.4% | 12.3%
Other 310 15% | 1.5%
Total 20150 100% | 100%

Two parties contribute to the achievement of the
business objective related to the appeal s process:
the Property Assessment Department and the
Board of Revision. Aswe discussed in the
valuations process of this report, in the future we
would expect to be able to comment on complete
performance reporting from the management of
the accountable organizations. In the interim, we
have selected five performance criteria:

Quality of appeal decisions
Responsiveness
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Cost effectiveness
Accountability for decisions
Potentia financia liability

adjustments of less than 5% as indicated in the
following chart.

In the following discussion, we will highlight
some key performance indicators against
which to measure the achievement of the joint
business objective.

Quality of appeal decisions

1. Analysis of Board of Revision decisions
Because assessment is not an exact science, it
is generally recognized that thereisan

Board of Revision Decisions
1998 to 2001 Roll Years

50%
40% -
30% -
20%
10% -

0%

9
42% 33%
6%

19% H

Change less than 5%  Change 5% - 10%

% of Decisions

No Change Change more than

10%

Impact on Assessment

acceptable range in which areasonable
assessment valuation can fall. The Municipal
Assessment Act states that a board shall not
change an assessed value that “bears afair and
just relation to the assessed values of other
assessable property”. Thereis no definition of
what constitutes that “relation” but we did note
that the Municipa Board has a guideline with
respect to the minimum amount of arevision that
they would make against an appealed value. Inits
Board Orders, it has stated that an assessment
within 2.5% of the appealed value is considered
to be within an acceptable range and, therefore,
the Board would only make changes that are
greater than that percentage. The Chair of the
Board of Revision advised us that the Board also
uses an informal guideline of 2.5% athough this
has not been communicated publicly.

We noted that one other jurisdiction, Calgary, has
atolerance of 5%. For comparative purposes, we
completed an analysis of all Board of Revision
decisions relating to the 1998, 1999, 2000 and
2001 roll years to assess the magnitude of
revisons made. The results of thisanalysis
confirmed that the Board of Revision has made
relatively few revisions to property values that
have been assessed within the informal tolerable
range. Furthermore, our analysis disclosed that
fewer than 6% of all decisions resulted in

It is aso possible that some of the smaller
changes relate to certificates of agreement arising
from settlements made prior to a hearing. We did
note, however, that the decisions rendered to
October 31, 2001 on the 2002 Assessment are
more likely to be for less than 5% than has been
the case in the past. While assessments were
changed in this amount for only 5.7% of
decisions made with respect to the 1998
Assessment, for 2002, the rate of minor revisions
was 9.5%. It is probably too early to determine
whether thisis an anomaly or the start of a new
trend.
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These results are indicted in the charts shown below:

Board of Revision Board of Revision
Appeal Decisions 2002 Appeal Decisions
1998 Roll Year to October 31, 2001
60% - 54.5%
— 80% -
50% -
2 39.5% ® 58.1%
-% 40% - E 60% -
S o K2
8 30% -+ g 40% -
S 20% - 5
S o 20% -
10% 4 5.7% 8 20%
0.3%
0% L1 /| ‘ 0% -
No Change Reduction > Change < + 5% Increase > 5% No Change  Reduction>  Change <# Increase > 5%
5% 5% 5%
Impact on Assessment Impact on Assessment

We further analyzed decisions relating to single-family-dwellings (SFDs) and commercial properties
and found that small revisions were more likely to occur in the former property type.

Board of Revision Decisions Board of Revision Decisions
Single Family Dwellings Vs. Commercial Property Single Family Dwellings Vs. Commercial Property
1998 Roll Year 2002 Roll Year

To October 31, 2001

70% - 70% 7
63.8% 62.0%61.30%

60% - 55.6% 60% 1

50% -+ 50% -

asFD @ sFD

@ Commercial

40% -+ 38.1% @ Commercial

40% 1
32.3% 5 34.1%
30.2%

30% -+ 30% 4

% -|
20% 20% |

10% 1 7.7%
10% 1 4.4%

0% 4| 0.19%0.2%

NoChange Reduction> Change<+  Increase> )
9 o g o No Change Reduction> Change<+ Increase >
5% 5% 5% 5% 5% 5%

0% -

Impact on Assessment Impact on Assessment

We recognize that an adjustment of less than 5% may be worth pursuing from the perspective of the
individual taxpayer, particularly for aresidential property, in alow risk environment. Furthermore,
the adjustment would have minimal impact on the City’s overall tax assessment. At the same time,
the cost of administering these changes has to be considered. If the Board of Revision were to adopt
and communicate aformal 5% tolerance limit, it may discourage property owners from requesting a
small change in value in the first place and encourage them to address their concerns directly with the
Department through the preview and inquiry processes.

Audit of the Property Assessment Function 93



2. Appeals to the Municipal Board

Our analysis of Board of Revision decisions for the Assessment years 1998 to 2001 indicated that
approximately 10.2% of the over 20,000 decisions made were appealed to the Municipal Board as
indicated below:

Board of Revision appeals to the Municipal Board

1998 to 2001 Roll years

Appeals No. of appeals % of Board % Value of % MB appeals | % MB appeals
to Municipal decisions decisions by property by
Board appealed appealed type Assessment
Value

By Property
Type
Residential — 1034 7.6% 6.5% 50.4% 5.1%
Single Family
Dwelling
Residential — 69 4.2% 5.4% 3.3% 0.7%
Condominium
S
Multi- 330 23.0% 20.2% 16.1% 10.3%
Residential
Commercial 503 17.6% 32.8% 24.5% 74.1%
and Industrial
Institutional 48 16.6% 16.8% 2.4% 8.8%
Other 68 21.9% 4.8% 3.3% 1.0%
Total 2052 10.2% 23.5% 100% 100%

We aso noted that while residentia appeals make up the mgjority of appeals referred to the
Municipa Board, a higher percentage of properties valued using the income approach (commercia
and industrial and multi-residential) are appealed to the next level. The value of these appedls
represents over 84% of the dollars in dispute at the Municipal Board.

Municipal Board Decisions

3. Results of Municipal Board
1998 to 2001 Roll Years

decisions

Approximately 10% of Board of 56%

60%

Revision decisions are appeded to C so%

the Municipal Board and, of these, B 0%

only 23% of decisions were upheld 3 s 23%

for the assessment roll years 1998 to 5 20w 11% 11%
2001. 5 o ] ]

Reduction > 5 % Change between -5% Increase >5 %

and + 5%

No Change

Impact on Assessment
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We recognize, however, that new evidence
may have been introduced at the second level.
At the same time, the absence of written
decisions by the Board of Revision prevents
analysis to determine where the two bodies
may have disagreed on common evidence
presented.

Responsiveness of appeals process

1. Timeliness of appeal hearings

Appeds heard by the Board of Revision prior
to issuance of property tax bills are indicated
below by roll year:

Roll Year

Roll Year Roll Year Roll Year Roll

1998 1999 2000 2001 Year
4. Surveys of appellants o

The Board of Revision Surveyed residential A_ppeals 13,575 4,163 2218 1,600 9271
appellants on their perspective of the fairness Filed
f th cal In 1999. 173 el Not_lces June 30 May 29 May 31 May 31 July 30

of the appeal's process. In , appetlants mailed 1997 1998 1999 2000 2001

Comp| eted the questionnai re and, in 2000, an Date of | December | December December Dec. Feb.
I L 1997 1998 1999 2000 2002

additional 74 responded. The overall results oating

were very positive with 90% of appellants Dateof | March18 | March1l April 21 April 16 By

believi h he h . d ed tax bill 1998 1999 2000 2001 March
leving that the hearing was conduct update 2002+

fairly. These results are indicated below:

Surveys of Appellants

01999
2000

Was the hearing conducted fairly?

100%

80% A
60%
40% A
20%
0% - B o S
Yes No

No answer

We noted, however, that a similar survey has
not been circulated to assessors who attend
appeal hearings. Thisis contrary to the
Board' s stated goal “ to ensure that all parties
to an appeal. . . leave the hearing and appeal
process with the perception that they have
been treated fairly, professionally and without
bias’ . Furthermore, our interviews and the
results of the CRSA sessionsindicate that the
outcome may be far less positive from the
perspective of the Property Assessment
Department. Thisis discussed further in later
sections of the report.

* Planned date of completion

In al years, the Board of Revision has worked
hard to ensure that appeals are cleared
expeditioudly and the efforts of members and
the Chair should be commended. At the same
time, while it is convenient to have all appeals
heard before the finalization of the City budget
and tax roll, not all jurisdictions are so
concerned about timing. Ontario, for example,
has a “reconsideration” process that lasts for a
year after the delivery of the assessment roll to
encourage taxpayers to resolve their disputes
through the assessment authority and save the
costs of aformal appeal process. Aslong as an
adequate contingency is made for potential
losses, we believe that efficiency, whilea
worthwhile goal, should not take precedence
over the quality of the results.

In our CRSA sessions with Property
Assessment staff, we repeatedly heard that
crowded schedules made adequate preparation
difficult, particularly for commercial
properties, and reduced the ability of both
assessors and tax agents to most effectively
argue their case. Tax agents we interviewed
echoed this sentiment. If the primary purpose
of the appeals process isto ensure “fair value’,
this may be a concern and a possible
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explanation for the number of decisions
overturned at the next level where both parties
have access to amore formal process and
adequate preparation timeframe. In this regard,
we note that the Chair of the Board of
Revision has consistently advocated an earlier
release date for the assessment roll to provide
an expanded schedule to hear appeals.

Cost-effectiveness of administration

1. Board of Revision costs

The annual budget of the Board of Revision is
approximately $1,000,000. We measured the
relative cost of the City of Winnipeg Board of
Revision by surveying other jurisdictions from
the perspective of two key indicators: the
remuneration of members and the size of the
appeal board panel.

The results are shown below:

Appeal Board Panel Member Composition and Compensation

Jurisdiction Remuneration (3 hour session) Number of members on Panel
Nova Scotia $165 1
Edmonton $125 Panel Chair 1t03
$110 Member
Regina $ 125 Panel Chair 3
$ 100 Member
Calgary $120 Panel Chair Normally 3
$ 102.50 Member
Winnipeg $112.50 Panel Chair 3
$75 Member
Toronto $102 Panel Chair Normally 1, 2 on complex cases
$102 Members
Vancouver $80 Panel Chair 3
$62.50 Member
Saskatoon $62.50 Panel Chair (plus $1500 honorarium 3
annually)
$62.50 Members) plus time for preparation,
deliberation and writing decisions)

Our analysis indicates that our members are
paid in the mid-range. While Nova Scotia pays
apremium over the other jurisdictions, all
members are required to be lawyers and the
authority uses single member panels
exclusively. Other authorities have also
reduced costs by using one or two member
panels, particularly for the less complex cases.

2. Property Assessment Department costs
We attempted to analyze the cost of the
Property Assessment Department staff
attendance at the Board of Revision hearings,
based upon atypical general assessment year.
We used an average docket size of 15
hearings/docket for residential and 8
hearings/docket for non-residential properties.
The Department suggested that a residential
docket occupies 3 days of assessor time on
average and a non-residential docket about 10
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days. We used an average bi-weekly salary
plus benefits to calcul ate approximate costs.

The results are shown below:

Property Assessment Department
Cost of Defending Appeals (first level)

Property Type No. of No. of Assessor
Appeals Dockets costs
Residential 6011 400 $264,000
Non-residential 3260 408 $897,600
Total 9271 808 $1,161, 600

We have used assessor time as the basis for
our calculation. In fact, costs associated with
supervisory and clerical support would have to
be added to present full costing.

3. Total costs for first level appeals

Based upon the analyses described above, we
estimated the total cost of appeals to the Board
of Revision in the first year of a genera
assessment. For the Board of Revision costs,
we allocated total budget proportionately to
residential/non-residential dockets.

Total Costs for First Level Appeals

Property Property Board of | Total Cost | Average
Type Assessment | Revision Cost per
Appeal
Residential $264,000 $490,000 | $754,000 $125
Non- $897,600 $510,000 | $1,407,600 $432
residential
Total Cost $2,161,600

We recognize that this analysis represents an
estimate only. It is also relevant only in the first
year of a general assessment when the bulk of
appedls are launched. Nevertheless, it illustrates
that an appeal processis expensive, particularly
for the more complex non-residential properties.
We believe that a base line is important to
establish before looking at the various factors
that might result in cost savings. These are
discussed in the next section of the report.

The cost of proceeding to the Municipal Board
has not been included since its activities are
not within the scope of the audit. At the same
time, it is evident that reducing the number of
appeals to the second level would save costs
associated with assessor preparation time
(more extensive than at the first level) and
costs associated with legal support (estimated
to be about $300,000 in the first two years
following a general assessment).

Accountability for appeal decisions

1. Transparency of decision-making

Board of Revision decisions on appea
hearings are submitted to both parties, the City
and the property owner/business occupant, in
writing, through a Board Order. However, the
Board does not provide written rationales for
decisions. We surveyed first level appesal
boards in ten cities from six provincesin
Canada to determine whether a written
rationale is provided on hearing decisionsin
other jurisdictions.

First Level Appeal Decisions

B Written decision no reasons
provided

O Oral decision at the hearing

O Written reasons provided
upon request

B Written reasons provided

We found that in three of the six provinces
there are province-wide appea boards;
therefore, for the ten citiesin our survey, there
are eight appeal boards. The results of our
survey indicate that six of eight appeal boards
provide awritten rationale for decisions,
although three of the six provide it only “upon
request”. (See Appendix A.) Those with
appeal volume levels similar to the City tend

Audit of the Property Assessment Function

97



to provide awritten explanation for appeals on
arequest basis. The impact of the lack of
transparency in decision-making is discussed
in alater section.

Liability for assessment appeals

Dueto the efforts of al parties to the appeals
process through their contribution to the
Assessment/Tax Communications Task Force,
there is no backlog of appeals at the Board of
Revision level and the backlog at the
Municipa Board has been significantly
reduced from 1996 to 2000. Thisisreflected in
the assessment appeal liability figures shown

in the chart below:

Assessment Appeals Liability

$40,000,000
$30,000,000
$20,000,000
$10,000,000
$0

1996 1997 1998 1999 2000

Year

Furthermore, the potential liability related to
assessment appeal s has been reviewed by the
City’ s external auditors who have provided
assurance on the reasonableness of the
assumptions and approach used in making the
calculation.

Summary of performance results

There is no doubt that the City has achieved its
goal of providing an efficient first-level

appedls process. Residentia appellants also
report that the process has been fair from their
perspective. And both the Board of Revision
and the Property Assessment Department have
taken action to ensure that there will not be a
repeat of the 1990s debacle.

At the same time, we concluded that
opportunities for improvement exist to both

the cost-effectiveness and quality of the
appedls process when comparing the results to
other jurisdictions. In some cases, our
legidative environment impacts on the
effectiveness of the process and adds costs that
could be avoided. We also believe that the
transparency of the process would be
enhanced through more accountability on the
part of the Board of Revision in rendering its
decisions. We will elaborate on these themes
further in this report.
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2. Future performance—Where do
we go from here?

Once again, we have used our Criteria of
Control (CoCo) Model to organize our report
observations and recommendations. Please
refer to Appendix B for details.

Purpose: A sense of direction

Clear objectives are essential to providing
overall direction. Policies should support
the achievement of objectives and the
management of risks. Understandable
policies communicated throughout the
organization and trandated into specific
practices, provide direction on how
operations are to be conducted and reflect a
judgement as to which risks are deemed
acceptable. Planning trandates objectives
and risk assessments into strategies, action
plans and targets against which progress can
be measured and monitored.

A performance management framework for
regulatory and adjudicative agencies,
developed by the Province of Ontario, has
identified eight key godls for an effective
assessment appeal's process.

Timeliness — the performance of tasks
within established time frames based on
reasonable expectations

Accessibility — the ability to provide
information and services that are smple
and easy to use

Courtesy - the demonstration of respect to
everyone who comes into contact with the
process

Fairness — the provision of service and
performance of statutory functionsin an
impartial, lawful and unbiased and just
manner

Transparency — the use of policies and
procedures that are clear and
understandable to everyone involved

Quality and consistency — the production
of accurate, relevant, dependable,
understandable, and predictable
information and results, with no errorsin
law or in fact

Expertise — the possession and use of
skill, knowledge and technical competence
required to discharge all statutory

respons bilities and maintain public
confidence

Optimum Cost - the provision of services
at a cost that is based on best practices and
is cost effective for everyone involved
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While organizations should strive to achieve
all of these goals, some goals will be more
mission critical than others at different times
and in different situations. In the next section,
we will discuss these goals in the context of
the Board of Revision.

1. Board of Revision needs to review its
strategy, objectives and goals

It is clear that over the past severa years the
first priority for both the Board of Revision
and the Property Assessment Department has
been to address the timeliness of the conduct
of hearings to eéiminate the backlog of appeds
that were costing the City millions of dollars.
More appeal hearings were scheduled at a
faster pace and rules were relaxed (including
the requirement to file briefs seven daysin
advance of hearings) to accommodate a more
aggressive schedule. At the time, it was the
right thing to do given the financial
consequences facing the City. In addition, the
Board of Revision has prided itself in having
an accessible and economical process where
all citizens can exercise their right to be heard
and expect to be treated fairly and courteously.
These are noble goa's and Board members can
be congratulated on having achieved them.

These are different times. As times and
conditions change, priorities and processes
should also change in response. And new
opportunities may emerge. The Board of
Revision and the Property Assessment
Department have successfully addressed the
backlog of appeals at the Board of Revision.
The number and composition of appeals over
the last three general assessments has
dramatically changed . The number of appeals
following a general assessment has fallen from
19, 616 for the 1994 assessment to 9,271 for
the 2002 assessment. At the same time that the
overall number of appeals has significantly
dropped (by more than 50%), the composition
of the appedls has shifted from residentia

properties to commercia and industrial
properties. Appeals related to commercia and
industrial properties for the 2002 assessment
account for more than 25% of al appeals
compared to less than 15% related to the 1994
assessment.

While timeliness of decisionsisimportant to
an effective appeals process, an inordinate
focus on quicker decision-making can impact
on the transparency of the process, the quality
and consistency of decisions and, ultimately,
reduce public confidence in the system. We
are not advocating that the City lose sight of
the importance of resolving as many
valuations in dispute as possible before the tax
roll is set. At the same time, decisions reached
on inadequate evidence because of time
constraints may very well end up at the
Municipa Board, extending the appeals
process. While not typical, we are aware that
asaresult of not being able to ascertain the
rationale for decisions or because of time
constraints, property owners, in some cases,
are not presenting arguments to the Board but
choosing to save the substance of their appeal
for the Municipal Board. Assessors also do not
always prepare their best cases because of
inadequate time to prepare and because, in any
event, they anticipate a second level of appeal.
Management and staff of the Property
Assessment Department do not believe that the
Board has aways been impartial but, at times,
has focused on the individual taxpayer to the
detriment of the fairness of the process as a
whole. Whether or not thisisvalid, itisa
strongly held perception that is only reinforced
when the rationale for the decision is not clear.

We believe that the initiatives implemented by
the Property Assessment Department and the
significant reduction in the number of appeals
present an opportunity to consider what
changes could be implemented to better serve
the public as awhole and to capitalize on
opportunities to increase the value of the
Board of Revision process.
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The Property Assessment Department is
responsible for producing fair and reasonable
assessments. New mechanisms to reduce the
number of appeals such as the preview
program and the website need to be optimized,
recognizing that it is the Property Assessment
Department’ s responsibility to get the
assessment right. The appeal s process should
be structured to maximize the ability of the
Property Assessment Department to resolve
complaints and disputes with property owners
on its own where possible. This seemsto be
the case in other jurisdictions where the appeal
rates are lower. We believe that it also
enhances accountability to place the burden
for resolving valuation issues on the Property
Assessment Department in the first instance.
Transparent tribunal processes ingtill public
confidence in the justice system and
strengthen the confidence of a party to a
proceeding in the outcome of the proceeding.
It is not enough that the membersactin a
manner that isfair, the parties must be able to
see for themselves that the processisfair. The
Board of Revision currently does not have
formal criteriafor the selection of members,
leaving members open to questions about the
reason for their appointment or their expertise.
The Board aso lacks formal rules and
procedures for the appeals process that are
communicated to all parties. Other
jurisdictions have argued that rules of practice
and procedure can be an invaluable tool for
enhancing atribunal’ s transparency to its
clients. Clearly written rules advise parties or
counsel what will be expected and what they
can expect from the tribunal .

In addition, the Board does not provide a
written rationale to support its decisions.
Quality and consistency in decisions cannot be
determined without reference to a documented
decision-making process. Both partiesto an
appeal should be able to ascertain the
members reasons and logic used in making
the decision. In complex cases, understanding

the calculations used to arrive at achangein
valuation is essential. Members should be both
consistent in their decision-making and
responsive to the facts of the individual case.
A test of the quality of the decision-making
process is that smilar situations should, over
time, be dedt with in asimilar manner. While
members are not obligated to follow the
precedents established in previous tribunal
decisions, where previous decisions are
relevant and not followed, the decision should
explain the reason for the departure.

One of the reasons that administrative
tribunals were created was to provide the
public with more expeditious aternatives to
the courts in obtaining everyday justice. For
appeals to the Board of Revision, each case
generally proceeds the same way through the
system to aformal hearing and decision,
regardless of the smplicity or complexity of
the case, and be the property in question a
single-family dwelling or afirst class
downtown hotel. This one sizefits all
approach does not adequately take into
account the considerable differencesin the
complexity of matters before the Board nor the
significance of the value of property being
appealed. Furthermore, as our analysis has
shown, non-residential appeals cost more that
three times as much as residentia appeals and
yet are treated with the same level of rigour.
Practices adopted in other jurisdictions make
this distinction and a so recognize that
communicating with the parties early in the
hearing process and encouraging the parties to
communicate with each other through a
discovery process may have an enormous
impact on the quality, timeliness and cost of
later proceedings. Case screening, case
streaming, and procedural pre-hearing
conferences fall into this category. Resolving
disputes without having to conduct a full
hearing can resolve problems, fairly, quickly
and cost-effectively and lessen the likelihood
of appealsto the next level.
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The adjudicative process should be both
efficient and fair. Parties should have their
problems resolved fairly, at the earliest
possible time, and at the least possible cost.
Encouraging and facilitating the informal
resolution of as many issues as possible,
including the settlement of all issues, can
produce the best result for all parties. Where
matters cannot be settled without the need for
aformal hearing, adjusting the panel sizeto
reflect the complexity of the matters heard can
reduce the cost of the process without
diminishing its value. In minimizing cost,
members serve the parties, the City and the
public in general. The costs to the parties are
not just in dollars spent to participatein a
hearing but aso in opportunity costs such as
lost time or resources and stress.

We believe that the current emphasis on
timeliness and accessibility must be tempered
with the need to have a transparent appeals
process that produces high quality and
consistent results at an optimal cost.

Recommendation 1

We recommend that the Board of
Revision review its strategy, objectives
and goalsin the light of the current
environment. Specifically, the
identification of and relative priority
given to performance goals should be
examined. The Board of Revision
should build on the accomplishments
achieved with respect to timeliness and
access bility, but recognize there are
opportunities to improve the
transparency of the process, the quality
and consistency of results, and to
consider the adoption of best practices
to deliver aquality service at an
optimum cost.

Chair of the Board of Revision response

| agree with this recommendation. The Board
of Revision should review its strategies and
objectives on an on-going basis.

2. Revise the performance measurement
framework for the appeals process to
align with the revised goals

The Board of Revison’s mission states its
intention to hear and decide all appedls
within the City’ s fiscal time frame, which
means prior to the setting of the City’s
budget. The Property Assessment
Department also includesthisasagoal and a
strategy. The efficiency of the appeals
process in this regard can be measured and
has been achieved.

The Board of Revision Chair tracks the
performance of membersin terms of the
average percentage decrease awarded by
member and uses this information to form
balanced panels. Currently, the Board of
Revision's emphasis for performance
measurement is on the timeliness of hearings
and the fairness of the process. The Board has
established measures for its performance with
respect to timeliness of appeal decisions and
for determining whether members of the
public involved in the residentia appeals
process believe that they have been treated
fairly. The Board measures its performance
with respect to fairness of the appeals process
though surveys. Although the Board has
surveyed its residential applicants, targets have
not been established for the level of
performance to be achieved. More
importantly, no information is available on the
level of satisfaction of commercial appellants
or the Board' s other magjor client, the Property
Assessment Department.

Once the Board of Revision revisitsits
strategy, objectives and goals it will need to
ensure that a performance measurement
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framework isin place to support the
achievement of the intended results.

For example, we believe indicators of
performance should be considered with respect
to the quality of the Board's decisions. These
indicators could include the percentage of
Board of Revision decisions appealed to the
next level and the percentage of those
appeaed decisions that are upheld by the
Municipa Board. While important
information, we recognize that caution must be
exercised in analyzing these results in that new
evidence can be introduced at the Municipal
Board that would affect the outcome. The
Board should also establish abasdline to
measure the costs of the current process and to
evaluate the merits of process changes.

With respect to the Property Assessment
Department, information on the results of
appeals should be tracked at the department,
region, property-type and assessor levelsto
provide abasis for performance evaluation,
training and process improvements. We
recognize that the ability of the Department to
produce meaningful analysis on the Board of
Revision results is currently hampered by the
lack of rationale provided for Board decisions.

Recommendation 2

We recommend that the Board of
Revision and Property Assessment
Department establish a performance

measurement framework that
incorporates measurable goals and
targets for al of the key aspects of
performance related to the appeals
process.

Chair of the Board of Revision response

| would support a move to develop additional
methods of tracking Board of Revision
performance.

Property Assessment Department response

We will discuss this recommendation with the
Board of Revision.

Commitment: Accepting responsibility

All control ultimately rests on people
assuming  responsibility  for  their
decisons and actions. Shared values are
a part of an organization’s culture and
provide an unwritten code of conduct
against which behaviour is measured.
Expectations about behaviour must be
clearly communicated and understood
throughout the organization and be
supported by the actions of senior
administration and Council. The vaues
lived out, particularly by the leadership
group, must be consistent with those set
out in approved policies.

1. The Property Assessment Department
and the Board of Revision must operate
in an environment of mutual respect and
cooperation

It was clear in discussions with both parties
that there is a need to improve the
communication and cooperation between the
Property Assessment Department and the
Board of Revision. While it isimportant to
have a certain degree of separation between
the two organizations for reasons of
independence, from a taxpayer perspective, it
isone function. We believe that it is important
for the two parties to support each other in
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delivering a quality service to their joint
clientsin the City of Winnipeg.

Some precedents have been established where
the organizations have worked together. For
example, both contributed to an Advisory
Committee struck by Executive Policy
Committee to look at recruitment standards for
future appointments to the Board of Revision.
The Board of Revision manager sits on the
Assessment/Tax Communications Task Force
with the City Assessor, CFO and other
members. In addition, although assessors
expressed concern about the past scheduling of
hearings, the former Manager of Field
Services stated that the level of cooperation
has been improving between the Board
administration and the Department. Board
administration has generally been providing
the Department with hearing schedules
sufficiently in advance of the hearing date. To
accommaodate the new geographic-based
organization, the Board administration has
agreed to have its dockets, where possible,
organized by region and by property type. This
arrangement has enabled the Department to be
represented, in most cases, by one assessor per
docket.

While these are important indicators of
cooperation, throughout the audit process, we
were advised that the two organizations do not
“respect” each other. Assessors believe that
the Board is not neutral in hearing from both
parties to an appeal but clearly favours the
taxpayer. Assessors also commented that they
were not always treated professionally when
appearing before the Board of Revision in the
same way that they are at the Municipal

Board, for example, where the process is more
formal. While we did not observe instances of
discourtesy or disrespect on the part of any
Board members during hearings we visited, it
isafairly widespread perception on the part of
staff. Furthermore, while the Board of
Revision formally solicits the feedback of

taxpayers about the quality of an appedls
hearing, it does not have a process to invite
feedback from Property Assessment
Department staff. Thisis despite the Board's
stated goal of ensuring “ that all partiesto an
appeal ...leave the hearing and appeal process
with the perception that they have been treated
fairly”.

The lack of written decisions by the Board has
enhanced the perception of biasin some cases
because staff do not understand the basis for
the decison made. A lack of confidence in
Board decisions by the Department can have
an adverse effect on how the Departmental
representatives view thefirst level of appeals
process and whether they believe that their
best efforts are compromised by the decisions
of the Board. This type of skepticism is not
healthy either for the Department or the Board
because it impacts on the integrity of the
assessment process.

The Property Assessment Department has also
expressed concern at some opinions expressed
by the Chair of the Board of Revisionin his
periodic newsletters that appear to attack the
position taken by the Department. The CFO
has suggested that this may impact on the
perceived neutrality of the Board. While not
guestioning the right of the Chair to discuss
the disposition of cases with his panel
members, we agree that the tone of the
newdettersis not always respectful of the
Department’ s right to challenge mattersin
court. We believe that the two organizations
should demonstrate a respect for each other in
any material that can find its way into the
hands of the public.

At the same time, the Board Chair noted that
his input had not been solicited in terms of
recommended legidative changes initiated by
the Department. We believe that his
experience may well have provided important
information or perspective on some of the
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suggested changes. The Chair may have been
able to suggest other changes that would
enhance the quality or efficiency of the
property assessment function. The Chair and
tax agents we talked to also pointed to
instances where Property Assessment
Department staff arrived late to hearings
without explanation or dressed in a
disrespectful manner prompting a reaction on
the part of Board members. We were advised
that members are occasionally impatient when
the assessor has quite obviously not prepared a
case properly (for whatever reason) which
appears to be disrespectful of the process.

It is clear that there is a need to strengthen the
relationship between the two organizations.
Independence does not mean disrespect. While
the majority of users of the process are
probably unaware of the friction, the negative
attitude demonstrated in the examples we have
provided is clear to property assessment staff
and is affecting morale. If thisimpacts on their
ability to successfully represent the
Department’ s position, the public is the loser.

Recommendation 3

We recommend that the Chair of the
Board of Revision and the City
Assessor establish aforma

mechanism through which to
communicate topics of mutual interest,
evaluate relative performance or
resolve concerns expressed by either
staff or Board members.

Chair of the Board of Revision response
Sensitive to the need to maintain its
independence and appearance of
independence, | would agree that a more
formal environment for the Board and the
Assessment Department to communicate
would be an improvement over the current less
formal practices.

Property Assessment Department response
The Department agrees that communication
vehicles should be enhanced between the City
Assessor’ s office and the Board of Revision,
keeping in mind that the independence of both
organizations must be, and seen to be,
maintained.

2. Enhancements suggested to Board of
Revision code of conduct guidelines

A code of conduct is an important document
that assures the public that appointed
adjudicative decision-makers are governed by
acommon set of principles. The Board has
recently developed a Code of Conduct to
ensure that its Board members have guidelines
on how to fulfill their responsibilities to the
Board and to the citizens of Winnipeg. This
document contains principles relating to
conflict of interest, bias, impartidity,
competence, independence, diligence, fairness
and collegiality. Thisis an important
document and we commend the Board Chair
on thisinitiative.

Under the competence principle, the code
states that members should be knowledgeable
about the relevant portions of The City of
Winnipeg Act and The Municipal Assessment
Act. The code aso discusses the need to
participate in ongoing professiona
development and directs members to make
decisions based on “ evidence presented” and
“their own opinions and good sense.”

We believe one area could be strengthened.
The code states, “ Adjudicative independence is
best served by competent members who are

not bound by any formalized decision-making
system that would interfere with members
ability to render their own fair decision.”
While we support the need for independence
and fairness, we also believe that it is

important to provide clear parameters or
criteriathat are understood by members and
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the parties on both sides of the assessment
appeal. Criteria should be linked to accepted
professional standards and legal precedents
where relevant. Parties to the appeals process
should be able to expect a consistent approach
to hearing appeals, evaluating evidence, and
reaching asimilar decision in similar
circumstances. While the Chair provides
educational opportunities and circul ates
certain Municipal Board Orders, without
formal guidelines or arationale for decisions
made, we are unsure how the Board is
ensuring consistency in similar circumstances.
We believe that the Code of Conduct would be
strengthened by more clearly articulating this
important principle.

Recommendation 4

The Code of Conduct guidelines
should be enhanced through a clear

articulation of the importance of
consistency in similar circumstances
and alluding to the criteriato berelied
upon by members in making Board
decisions.

Chair of the Board of Revision response

| disagree as | believe instruction on decision
making or mattersrelating to criteria are best
left to training programs and not appropriate
for a“ Code of Conduct.”

Capability: Having the right stuff

Capability is about ensuring that the
organization has the right resources to get the
job done. An effective organization provides
its people with the appropriate knowledge,
skills and tools they need to achieve corporate
objectives.

There must be a reasonabl e relationship
between what is expected and the authority
and resources available. The decisions and
actions of different parts of the organization
must be coordinated to the benefit of all.

Human resource issues

1. Selection criteria and remuneration of Board
of Revision members should be reviewed
The recruitment of new Board members
commences with arequest for applications
through a newspaper advertisement.
Applications require that each applicant
disclose important information such as
academic qualifications and business
experience to assist in the selection decision.
The recruitment decision of new members for
the Board is made through a selection
committee within EPC. While the selection
decisions appear to be made with diligence
involving careful review and discussion of
applicants, the fact that recruitment decisions
are made without formal criteria makes the
selection process less transparent. In
discussions with Property Assessment
Department staff and management, some
concerns have been expressed about the
qualifications of some Board members. Thisis
attributable, in part, to the fact that they are not
aware of the requirements that applicants must
meet in order to be recruited to the Board. At
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the same time, tax agents interviewed
expressed the view that the current Board is
quite strong and that the mgjority of members
hearing the more complex appeals are
experienced and well informed. In hearings
that we attended, we observed that the
members, and particularly the panel chairs,
had an obvious understanding of due process
and regard for the participants and asked
appropriate questions for the circumstances.

In 1999, an advisory committee was created
for the purpose of recommending a
recruitment process for the selection of Board
members. A draft report was prepared
containing recommendations in the areas of
criteriafor individua members, overall
composition, and process for selection.
However, the report and its recommendations
were never formally adopted.

We talked to the Chair and several current
Board members about their views on the
composition and fee structure of the Board.
They believe that a variety of backgrounds
would be preferable but that more stringent
qualifications are probably required to hear
commercial appeals or to act as a panel
chairperson. One member thought that the
demographics of the Board were not consistent
with the business community and that a major
factor was the level of compensation for
members. The member suggested that the level
of commitment is difficult to meet for
professionals who are currently running a
business. The Chair indicated that heis
proactively attempting to seek out new
members and is cognizant of demographicsin
his recruiting activities. He has also been an
advocate of an increase in fees to ensure the
ability to continue to attract qualified
members.

Our survey of other jurisdictions(Appendix A)
indicated that most have formal criteriain
place for recruiting members to their appeal
boards. One of the jurisdictions, the City of
Edmonton, has a comprehensive policy in
place for recruitment. Within this policy, the
board administration has the responsibility to
identify skills, knowledge and experience
required of the board position, to draft member
and chair profiles, and to draft interview
guestions and testing criteria. The selection
committee is responsible for approving the
member/chair profiles and interview questions
and testing criteriaand for conducting
interviews using those criteria. The
Government of Ontario has recently published
a comprehensive document to assist boards in
establishing practices and policiesin various
areas. One of these areas is a competency
framework for appointees.

Our survey also indicated that our members
are paid in the mid-range. Albertaand
Saskatchewan pay more for both members and
panel chairs. We aso note that some
jurisdictions include an annua honorarium for
the Chair or include compensation for
preparation and writing of decisions.

Given the other responsibilities of the Chair in
terms of developing training material and
overseeing the performance of the Board
members, we do not believe that it would be
unreasonable to reimburse these services
separately from the payment for panel
participation. At the same time, the
responsibilities and reimbursement policy
should be clearly articulated in aformal
contract to be administered by the Board of
Revision manager.
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Recommendation 5

We recommend that the recruitment
process be reviewed and formalized in
terms of establishing minimum
competencies for prospective members

and specific criteriafor selection.
Consideration should be given to
outreach activities and the leve of
compensation required to attract the
desired candidates. A formal contract
should be prepared for the Board
Chair.

Chair of the Board of Revision response

| am very pleased with the current Board
member ship and selection process. | agree
that more can and should be done to further
enhance the quality of the membership and
performance of the Board. | support a review
of remuneration and the furtherance of
outreach recruitment activities.

2. Board Members suggested training
enhancements
The Chair currently provides an orientation
program for new Board members that includes
topics such as conducting hearings and
understanding the legidative authority. A
Board of Revision Manual has aso been
prepared that includes a more extensive
explanation of the assessment process and
hearing procedures. The Chair is currently
developing athree-level training program to
ensure that members are given opportunities to
review material asthey gain experience. He
holds periodic focus groups and meetings and
circulates newdletters and Municipa Board
decisions to update members on current topics
of interest.

We asked current Board membersif training
received was adequate. In many cases, the

member brought knowledge and experience to
the position and felt quite comfortable from
the outset. One member commented that more
frequent feedback of key or unique decisions
made by other panels to ensure consistency
would be appreciated. Another believed the
training would be improved by more
classroom training, particularly for

commercial property valuation. Severa
Assessors we interviewed shared this view.

We noted that in one jurisdiction, British
Columbia, new members are briefed by area
assessors on general assessment trends prior to
hearing the annual appeals to provide context
for making decisions. The Chair informed us
that the Board would be cautious of such an
approach because it might impact on the
perceived neutrality of the Board.

We recognize that attracting a more diverse
membership for the Board may mean that
more training may have to be provided to new
members. Competencies identified during the
recruitment program should form the basis for
the training program.

Recommendation 6

We recommend that the Chair of the
Board of Revision review the training

program to ensure that needed
competencies are developed. The
Chair should also consider
incorporating the suggestions made, as
appropriate, into the training program.

Chair of the Board of Revision response

| agree with this recommendation. As| am
currently updating the training manual, these
suggestions can be accommodated.
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3. Capability of assessors at appeal hearings
could be improved in some cases
Concern has been expressed about the ability
or preparedness of assessors appearing before
the Board of Revision, particularly in
defending appeals of commercia properties.
Thisis aperception shared by Board members,
tax agents and the assessors themselves. In our
interviews and during the CRSA session,
several factors were cited as contributing to
this situation:

Commercia expertise generdly has been
lost in the Department and the remaining
expertise has been deployed across six
regions and to the quality assurance and
research functions. Staff believe that the
expertise “ is spread too thin.”
Furthermore, the number of private tax
consultants who represent the appellant has
grown, some of whom are former
departmental employees with a good deal
of experience in commercia assessment.

No recent training has been provided to
staff in the process of defending appeals.
In the past, Legal Services has provided
training sessions on expert witness and
advocacy to assist assessors in how to
prepare and present their argumentsin a
Board hearing. However, these training
sessions have not been provided in recent
years.

Commencing with the appeal's process
relating to the 2002 general assessment,
the Department has shifted to a regiona
approach for defending appeals from
specialized citywide re-assessment teams
that were used to establish the values (with
the exception of the hotel portfolio which
has dedicated assessors). This change has
increased the likelihood that the staff who
were involved in the development of the
assessments are not involved in the
defense of the values at the Board. While

we do not believe that the same person
who prepares the assessment must defend
it, clearly adequate support in the file must
be available for the second individual to
provide an acceptable defense. We are
informed that thisis often not the case.

The new organizational model has placed
some staff under supervisors who have
little or no commercial expertise.
Furthermore, a planned mentoring program
to provide assistance to staff who do not
have adequate experience has not been
implemented as intended due to time
constraints.

Both staff and tax agents believe that the
dockets are too heavy, giving them
insufficient time to prepare an adequate
defense. For example, one Board member
noted that while comparative properties are
provided automatically to assessors with
respect to residential appedls, it appears
that they have not been reviewed in depth
nor have inspections been performed in
many cases to substantiate the
comparisons. Tax agents echoed this
concern. For commercial properties, the
appellant has not provided the information
requested by the Department in many
cases.

The Board of Revision does not require a
full exchange of information prior to the
hearing (a discovery process) with time
allocated to deal with the material
provided and, frequently, an assessor is
presented with alarge brief of information
at the hearing with no opportunity for
review and analysis. Tax agentsinformed
us that often they are unable to prepare
material ahead of time because of the
heavy schedule and that even where they
attempt to provide information to the
Department ahead of time, the assessors
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may advise that they smply do not have
time to deal with it prior to the appeal.

The assessors have a strong perception that
for higher value commercial appedls, the
Board of Revision processisa* practice
run” before an appeal islaunched to the
Municipal Board where more time and
rigour enables better preparation and
results. In support of this view, City legal
staff are rarely utilized in first level
appeals while alawyer or other expert
often represents the appellant. Tax agents
also informed us that it was apparent in
many cases that staff were not fully
prepared. This led one agent to comment
on the credibility of the Department and
guestion its confidence in its valuations as
awhole. Thisis also a concern both from a
cost-effectiveness perspective and because
of the fact that not all first level losses are
appealed to the Municipa Board, which
means that there will not be a second
opportunity “to get it right.”

From the perspective of the assessors, these
factors have contributed to results that are less
than optimal. They believe that appellants may
be winning at the Board of Revision through
lack of an appropriate defense rather than
because of the merits of their position. This
impacts on both the integrity of the assessment
system and the persona professionalism and
integrity of the assessors. It is aso possible
that these factors have contributed to the
results contained in an external consultant
study, which indicated that the average
percentage reduction received by properties
under appeal in the City of Winnipeg was
higher than the study average for other
jurisdictions. Thisis significant given that our
performance analysis showed that the magjority
of value lost on appeal was for higher value
commercial and multi-residential properties.

Recommendation 7

Because of the significant impact that
apped losses can have on the City’s
assessment base and tax revenue once
the mill rates have been s¢t, it is
critical for the Department to ensure
that their assessors are properly trained
or mentored to defend valuations at
Board hearings. This training
requirement is particularly important
with respect to commercia/industrial
property appeals where the financial
exposure is greatest and where
professional expertise is most likely to
be retained by property owners.

The training process should be
comprehensive in nature and should
address all relevant skill sets, such as
technical knowledge and presentation
skills, that are required by an assessor
to be effective in a Board hearing.
Consideration should be given to
reinstating the courses formerly
delivered by the Legal Services
Division.

Property Assessment Department response
The Department concurs with this
recommendation. Property Assessment
Department staff received significant training
in 2001. It included Technical Commercial
Valuation, mentoring by senior assessors,
training provided by Legal Serviceson
procedures and practices when appearing at
the various boards, and Customer Service
training. A short course on the subpoena
process was delivered in December 2001. A
mor e compr ehensive course covering
presentation of evidence, and cross-
examination will be scheduled in 2002.
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Observations and recommendations regarding
process issues are discussed in the next
section.

Process and systems issues

1. Legislative changes should be considered
to strengthen the appeals regime
It appears that other jurisdictions have
legidation in severa areasthat is more
supportive of the assessment authority or
facilitates a more cost effective function. The
provisions discussed below would require a
legidative amendment to implement, which
would mean obtaining the approval of the
Province.

Authority for City Assessor to make changes to the
assessment roll

In Winnipeg, changes to the assessment roll,
once delivered, can only be made by the Board
of Revision or Municipal Board. In Ontario,
the City Assessor has the authority to amend
the assessment roll for the 12-month period of
the year of assessment (the Reconsideration
Period). Since the Property Assessment
Department is responsible for setting the roll,
we believe that the Department should have
the first opportunity to rectify any errors or
omissions. While the preview program
accomplishes this to some extent, we question
the necessity to have mutually agreed to
changes to the roll involve the appeal
authorities.

Burden of proof

The City of Winnipeg isthe only jurisdiction
where the burden of proof in an appeal resides
with the assessor in almost all situations. In
British Columbia, for example,
communication to the public informs
prospective appellants “ Assessment law
requires the complainant to prove that an
alternative value is appropriate.” In some
jurisdictions, there are opportunities to dismiss
an appedl at several stages prior to a hearing
where the appellant does not make a credible

case to suggest that a valuation may be wrong
or misses the deadlines for an information
request. In our process, the assessor must
defend the assessment before the Board hears
whether the appellant’ s arguments have merit.
The only exception is where the appellant did
not respond to the Department’ s request for
income and expense information and the
Board is required to shift the onusto the
appellant. In the past (for reasons discussed
later), this was rarely done.

Furthermore, it is possible (and has happened)
that the appellant can provide no case before
the Board of Revision and, when the decision
is rendered to uphold the assessment, the
appellant smply appeals to the Municipal
Board. This alows the appellant access to the
Department’ s supporting evidence while not
disclosing their own case. Thisis neither
efficient nor cost-effective.

Right to inspect property

The Municipal Assessment Act only permits
access to a property by a member of assessing
authority where the owner approves. In
hearings, inspection of a property where the
valuation isin dispute is considered significant
evidence. While not a frequent event, the
possibility that an assessor could be prevented
from obtaining evidence necessary to support
the valuation is unacceptable in our view.

Single member panels

While many jurisdictions surveyed retain a
three-member panel for al hearings, some
authorities, notably Nova Scotia, Ontario and
Edmonton, employ one and two member
panels for less complex cases. The relevant
legidation in Alberta describes under what
circumstances thisis permissible. We aso
noted that Scurfield had recommended single
member panels for residential property
hearings in Winnipeg. We were also advised
that alegal opinion had been obtained in the
past that would permit a two-member pandl.
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Board members, when queried, noted that
most decisions were achieved through
consensus. At the same time, most didliked the
idea of a single member panel because it
limited the exchange of ideas and increased
the risk of subjectivity. In observing hearings
ourselves, we did not see the need for three
members to deal with some of the cases that
we heard, particularly on the residential side.
Combined with other case management
methods such asfile review, discovery or pre-
hearings (discussed in the next section), we
believe that cost savings associated with a
reduced panel size could be re-directed to
more value-added activities such asthe
documentation of the rationale for decisions.

Option to appeal directly to Municipal Board for
commercial property appeals

As we discussed in the Purpose section of the
report, we believe that the process used by the
Board of Revision for hearing commercial
properties needs to be reconsidered. Currently,
the lack of differentiation with the residentia
property appeal process has ignored relative
risk and reduced effectiveness. It was clear in
discussions with staff and in observing
hearings ourselves that some of the
commercial appellants and the departmental
assessors use the Board of Revision asa
practice run for an appeal to the Municipa
Board. Although not frequent, in afew cases
as noted above, the appellant does not even
make an argument.

This perspective is substantiated through the
statistics—while about 18% of Board of
Revision decisions related to
commercial/industrial properties are appealed
to the Municipa Board, these cases represent
74% of the dollarsin dispute at that level.
Furthermore, only 23% (overall) of Board of
Revision decisions are upheld at the Municipa
Board. We are also concerned about the
decisions that are not appealed. In the absence
of written decisions, it is not possible to

conclude on the merits of the decision or why
it was not appealed to the next level.

In Alberta, if both parties to a complaint apply
and the Assessment Review Board agrees, the
complaint can proceed directly to the second
level of apped. In Winnipeg, no such option
exists. Currently, the process requires the
Board to reach a decision even where the
appellant does not make a case. Thered

merits of the dispute are then transferred to the
Municipal Board.

We believe that consideration should be given
to the option whereby the parties to an appeal
can save time and money by proceeding
directly to the Municipal Board where the
issues of the particular case merit such an
approach. In the event that a more rigorous
process is implemented for non-residential
appedls (as discussed in the next section), this
may not be as important a consideration; in
fact, if it were to become a frequent
occurrence, we would suggest that it implies
that a stronger process is needed.

Fees for first level appeals

More than half of the jurisdictions surveyed
impose afeefor first level appeals. Fees for
residential property appeals range from $20 to
$50 and, for non-residential appedls, from $50
to $600. In some cases, the fee is refundable if
the appeal iswon at the Board.

We believe that a modest fee may discourage
frivolous appeals or appeals of little merit and,
if refundable, would not provide a barrier to
citizens exercising their rights. At the same
time, it would help to defer the costs of
providing this service. Tax agents were not
supportive of feesfor residential appeals but
one agent did not think it would deter
commercia property owners. The agent
cautioned, however, that arefund of fees
should be linked to the merits of the case
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presented; just because a case islost does not
make it frivolous.

Recommendation 8

The Board of Revision and Property
Assessment Department, in
consultation with Legal Services,
should review the legidation
applicable to the appeals process and
recommend appropriate changes to
Executive Policy Committee for
consideration in their negotiations with
the Province. Areas for review include

Authority for City Assessor to
amend assessment roll

Change in the burden of proof
Right to inspect property
Discretion over panel size
Option to by-pass the Board of
Revision for non-residentia

appeds
Introduction of fees

Chair of the Board of Revision response

| agree that the Board of Revision should have
arole in recommending appropriate changes
to assessment legidlation.

Property Assessment Department response
The Department agrees that the Board and the
Property Assessment Department, in
conjunction with the Legal Services Branch,
should make recommendations for legisative
changes. Some recommendations may be the
purview of the Property Assessment
Department while others will be the purview of
the Board of Revision.

2. Changes to appeals processes would

enhance accountability and effectiveness
While the legidative changes discussed above
require the approval of the Province and
cannot be enacted unilaterally, there are
process changes that fall within the authority
of the Property Assessment Department and
the Board of Revision. In the case of the latter,
the Municipal Assessment Act gives the Board
the right to “ determine the rules of practice
and procedure” but states that Council must
approve the rules. Rules of practice are an
invaluable tool for enhancing a tribunal’s
transparency to its clients. Clearly written
rules advise parties/counsel what will be
expected and what they can expect from the
tribunal.

Below we discuss severa process changes that
have been suggested through our review of
appedls processes in other jurisdictions. We
believe that these practices should be
evaluated for applicability to the City of
Winnipeg.

Date of release of assessment roll

A consistent theme in our CRSA sessions,
reiterated by the Chair of the Board of Revision
and the tax agents we interviewed, is that one of
the factors that contribute to the workload of
assessors is a shortened period available to hear
appeals. Thisyear, for various reasons already
discussed, the assessment roll was not delivered
until July 30, 2001 two months later than the
planned date of May 31, 2001. In prior years, the
planned date has been met. Nevertheless, we
believe that the Property Assessment
Department should attempt to release the roll at
the earliest possible date to provide the Board of
Revision alonger timeframe in which to
schedule appesals. Thisis particularly important
so long as we maintain a four-year assessment
cycle that magnifies the changesin valuation
from cycle to cycle. A longer appeal period
would relieve the pressure on assessors by
providing lighter dockets and more timeto
prepare an appropriate defense. We aso
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recognize that a reduction in the number of

appeals would allow for more time to dedicate to

valuation activities and an earlier delivery of the
assessment roll.

Enforcement regime related to Information requests
It is absolutely critical for properties that are
valued using the income approach that the
Property Assessment Department has the
complete income and expense information it
requires to complete the valuation. The
Municipal Assessment Act recognizes this fact
and has clear provisionsto deal with non-
compliance. In the past, there has not been a
consistent enforcement of these provisions by
either the Property Assessment Department or
the Board of Revision. This lack of
enforcement of available sanctions has likely
led to inconsistent valuations and appeal
decisions and is unfair to those taxpayers who
follow the rulesin good faith.

The Municipal Assessment Act requires that
information be provided to an assessor within
21 days of awritten request. Where thisis not
done, Section 64 of the Act provides for a
penalty of $25 aday until the information is
supplied. In addition, where an applicant fails
to comply with arequest for information, the
Board shall place the burden of proof on the
applicant rather than the assessor to prove the
issues raised and may disregard inconsistent
information presented by the appellant. The
Board must also specify inits order that any
reduction in value that results from the hearing
will not take effect until the following year.
The Act also provides the ability to subpoena a
person to produce documents or appear to
present evidence before the Board.

In the past, the Board has not invoked the
sanctions available; however, the reason has
been the Department’ s inability to provide
evidence that the appropriate person received
the request. This year, to overcome this
concern, second letters were sent by registered
mail. In the second letter, the Department

clearly advised that it would be “demanding”
that the Board invoke the appropriate
sanctions with respect to reversing the burden
of proof and delaying the tax decrease. There
was no mention made, however, of levying a
financia penalty and we understand from
Legd Servicesthat a by-law has never been
introduced to permit this. In addition, the
Department has not consistently requested that
the Board subpoena the information prior to
the hearing.

This year, where the Department has proven
that an appropriate representative received the
letter and no information was submitted, the
Board has cooperated in reversing the burden
of proof. However, we understand that the
Board is accepting financial statements as
demonstrating substantial compliance with the
information requested in the case of hotels. It
isthe view of the Department and its lega
advisors that the financial statements do not
provide the level of detail required by the
Department. While we agree that it would be
helpful if the request letters clearly stated that
financia statements alone are not acceptable,
we believe that by permitting this, the Board
runs the risk of reinforcing the notion that
compliance with Department requestsis
discretionary. As an aternative, the
Department could request the Board to
subpoena the necessary additional
documentation. It is our view that alack of
consistent enforcement contributes to the
perception that the Board of Revisionisa
practice run for the more serious process at the
Municipa Board. And this adds costs to the
appeals regime without adding value.

It isimportant that the City act consistently in
communicating its expectations to taxpayers.
The Property Assessment Department should
ensure that its requests are timely and
appropriate—that only required information is
requested at the earliest opportunity.
Consequences should be clearly stated. The
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Board of Revision should ensure that it is clear
to the Department what the expected standard
of proof will be and, so long asit is met,
support the Department in sanctioning those
who do not comply. Inconsistent enforcement
is disrespectful to the assessment process and
to those citizens who cooperate in its
administration.

Guidelines for the negotiation process

The Department is regularly involved in
negotiating settlements with property owners
or business occupants after an appeal has been
filed at either the Board of Revision or the
Municipal Board. Some of these negotiations
involve professional assessors while other
more significant and complex negotiations
may involve the City Assessor and Legal
Services.

The Department, however, does not have
formal guidelinesin place with respect to the
negotiation process. In our CRSA sessions,
staff indicated that they were not aways
comfortable with the changes suggested or
aware of how the settlements were determined.
In addition, concerns have been expressed
about the failure to consistently involve Lega
Services in negotiations, particularly with
respect to those involving high value
properties. The absence of formal guidelines
can result in inconsistencies with respect to the
Department’ s involvement in and approach to
negotiating settlements and, ultimately, with
respect to the basis of the settlement. This can
adversely impact on the accurate
determination of property values and
preservation of the assessment base.

Our survey of other assessing authorities
revealed that three of the six respondents have
guidelines in place when negotiating
settlements outside of the Boards. These
guidelines include direction with respect to
when to negotiate, who should be involved,
how to negotiate, basis of settlement and
authorization required.

Tolerances for valuation changes

As we discussed in the Performance section,
we believe that establishing a minimum
tolerance for appeal adjustments may have a
positive impact on the cost effectiveness of the
function and is within the spirit of the
Municipal Assessment Act which states that a
panel “ shall not change an assessed value
where the assessed value bears a fair and just
relation to the assessed values of other
assessable property” .

While the Board' s informal tolerance
guideline may be responsible for the small
number of adjustments within this range, as
we indicated, our analysis shows that a greater
number of minor adjustments have been made
in decisions made to date for the 2002 general
assessment. The Scurfield Report also
suggested that an assessment should be upheld
if it falls within the recognized tolerances of
the valuation profession.

Since valuations are not meant to be precise,
we believe that effective communication of a
5% tolerance would persuade citizens that the
costs of appeal outweigh the benefits of minor
changesto individua taxpayers.

Restructuring the appeals process

The purpose of al tribunasisto resolve
disputes. What some jurisdictions are
attempting to do is to resolve disputes less
through adjudicative hearings and more
though non-hearing based methods. The goal
isto resolve the matter quickly, and at the least
cost, while maintaining fairness. To achieve
this goal means adjusting the process to
accommodate different levels of risk or
complexity. Some ways that appeal authorities
can streamline processes include

Identifying preliminary issues and
addressing or resolving them early
Effectively focusing and narrowing issues
during the course of a hearing
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Issuing oral decisions where appropriate

As we discussed in the Purpose section, the
Board of Revision does not have formal rules
of practice. And while members do make an
effort to focus on contentious issues during the
hearing, a discovery process to identify and
attempt to narrow issues is not available prior
to the hearing. In practice what this can lead
to, particularly with respect to commercial
appedls, is a considerable amount of
information tabled with the assessor a a
hearing with no opportunity for review,
analysis or the preparation of a proper defense.
Furthermore, the process isidentical for
residential and non-residential property
appedls although the latter are more likely to
be complex, higher value and argued by
professional agents. Finaly, oral decisions are
not given in any circumstance.

Application processes

Thetrend in other jurisdictionsisto first place
the onus for correcting a valuation on the
assessment authority. For example, in Ontario,
while thereisonly one level of formal appedl,
for the entire taxation year to which the
assessment relates, the complainant has access
to the “request for reconsideration” process
through the assessment authority. The
Assessor has the authority to make changes
that result from this process. If the processis
not completed before the appea deadline
(normally the end of March) or where the
complainant does not receive satisfaction
through the process, the complainant can
register aformal appeal to the tribunal. The
assessment authority can make changes
throughout the taxation year. While thisis
similar to the preview program, it has been
extended.

Ontario aso has two levels of screening:
administrative screening, which is the process
of refusing an application or suspending
processing due to incompleteness, and

adjudicative screening or the process for
dismissing an application without a full
hearing. Example of the latter might be a
jurisdictional issue. Screening is based on a
clear set of criteriathat are provided to al
prospective parties.

In Nova Scotia, property owners must appeal
within 21 days of receiving their assessment
notice. The Assessment Office reviewsit first
and sends an amended notice (either increase
or decrease). The property owner has 7 days to
appeal the amended natice. If the office does
not agree to amend the notice, it is referred to
the first level appeal authority directly.

In British Columbia, the complainant directs
the complaint to the assessor who completed
the valuation by January 31 of the year
subsequent to the assessment year. If an
agreement is reached by March 16, no hearing
is held. The assessor recommends the change
to the review panel. Otherwise, ahearing is
scheduled or applicants can submit awritten
submission in lieu of attending.

In Cagary, the “issue statement” completed as
part of the process for dealing with higher
value properties (discussed below) must
include a statement that the “ complainant and
the respondent have discussed the complaint “
and giving details of the date and outcome or
“if the complainant and the respondent have
not discussed the complainant, specifying
why.” Calgary aso requires specific reasons
why an appeal has been made. The
information package advises, “ Sating that the
assessment is too high is not sufficient.”

Streaming processes

Other jurisdictions, notably Ontario and
Alberta, have introduced a streaming concept
that differentiates the type of appeal by
complexity. Streaming is used to direct cases
to a standardized set of processing steps that
will result in the most expeditious resolution
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possible while maintaining fairness. Streaming
can result in several different processes such
as pre-hearing conferences, consensua dispute
resolution and adjudication.

Ontario has recently implemented a very
complete set of rules of practice and procedure
that describes, in detail, the interpretation of
rules and the options available throughout the
appeals process. Complaints involving
commercia, industrial and multi-residential
properties are frequently scheduled for a pre-
hearing. Generally these are properties with
high-assessed values or where the issues
involved in their valuation make the
assessment process more complex. The
purpose is to discuss and clarify theissuesin
dispute in person or by teleconference. The
result may be a settlement or a narrowing of
the issues that must proceed to afull hearing.
Furthermore, Ontario is exploring the use of
mediation as atool to assist partiesin
resolving the issues in dispute.

Alberta legidates (through regulation) the
procedures that complainants must adhere to
after acomplaint has been filed. Thereisa
detailed discovery process for complaints
dealing with non-residential and multi-
residentia properties with an assessed value
greater that $250,000 and for businesses with
an assessed value greater than $50,000. It also
covers residential properties where the same
person (agent) files five or more complaints to
be heard together. For non-residential property
appeals under $250,000, thereisa similar but
modified process.

The discovery process includes the filing of an
issue statement twenty-one days prior to the
hearing that discloses documentary evidence
to the Board and City Assessor including a
summary of testimonia evidence and written
arguments to be introduced. Furthermore, the
issue statement must estimate the amount of
time required to present evidence. The City

Assessor must respond within seven days of
the hearing to the complainant and the
complainant must rebut the City Assessor’'s
arguments three days prior to the hearing. If
the issue statement is not filed, the complaint
will be dismissed, or if the issue statement
does not comply with the prescribed format,
the clerk can refuse to file it. If evidenceis not
disclosed in accordance with the regulation,
the Board can refuse to hear it.

Edmonton holds two types of hearings. a
preliminary hearing to deal with the validity
of acomplaint or the jurisdiction of the Board
to hear a complaint and a merit hearing to deal
with the merit or substance of the complaint.
Parties can file written presentationsin
accordance with the rules rather than attend in
person.

In some of the cases we observed at the Board
of Revision, it appeared that the Panel Chair
was acting more as afacilitator or mediator in
attempting to have the two parties clarify the
relevant facts, present the issues of agreement
and disagreement and come to a resolution that
would be satisfactory to both. It was not clear
to uswhy aformal hearing and a three-
member panel were required to bring about
this outcome. We aso believe that it does not
make sense to have the same process to handle
simple, low value appeals as to deal with
complex, multi-issue disputes. Tax agents we
interviewed were very supportive of more
information sharing prior to aformal hearing
and argued the benefits of a settlement in
terms of saving the time and costs associated
with aformal appeal.

Communicating decisions

The consideration in the decision-making
processis that like situations should, over
time, lead to like results. Transparency
requires that a tribuna’s decisions be clear.
The parties to a proceeding should be able to
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ascertain the members' reasons and the logic
used in making the decision.

The Board of Revision issues written decisions
but does not provide areason for the decision.
The Chair believes that that written reasons will
cause adelay in the process and may lead to an
increase in appeals to the next level. He dso
believes that, in some cases, the participants can
ascertain the outcome by the questions asked
and the evidence presented.

While the issuance of reason would add time to
the process, we believe that it would also add
value. In the hearings that we observed, it was
not always clear to us or to the assessor involved
what the decision would be. We have been told
by the Property Assessment Department that
they are often unclear as to how the Board
reached a certain decision, particularly for non-
residential appeals that may have multiple and
complex issues. This makesit difficult to learn
from Board decisions and contributes to a
perception that members do not aways have a
logical basisfor their decisions. We talked to tax
agents who also agreed that written decisions are
important, although they would not like to see
the delays that are sometimes experienced at the
Municipal Board. One agent suggested that for
commercial properties, at a minimum, the Board
should provide a copy of the calculation used to
arrive at athe decision as thisis not aways
obvious when multiple issues are to be resolved.

It is aso difficult to hold the Board accountable
for its decisions. It is not possible, for example,
to determine how frequently the Municipal
Board agrees with the Board of Revision where
the same facts were in evidence.

We aso believe that written decisions may
lead to areduction in appeals to the Municipa
Board. In combination with a discovery or pre-
hearing process, written decisions may
encourage participants to focus on issuesin
dispute and resolve them. It may also prevent

future appeals where the participants better
understand the valuation process.

The process for delivering decisions should be
as efficient as possible in the circumstances.
Ora decisions should be delivered, if possible,
for less complex cases. Templates can be used
to provide very brief decisions on residential
properties. More detailed reasons should be
provided for complex issues although it should
not be too difficult to standardize the reasons
that are smilar on similar cases. It also makes
sense from a cost perspective to provide
written reasons only upon request.

In Edmonton, the decision is normally given at
the hearing although it can be “reserved” at the
discretion of the panel. Written reasons can be
requested at the hearing. In Alberta, the
Assessment Review Board must provide
reasons if requested at the hearing. And in
Ontario, in most cases, the case presented will
be summarized and an ora decision will be
delivered, although the Presiding Member may
require additional time to consider the
evidence. Any party may request a written
decision at the hearing or within 14 days after
the hearing.

In the City of Winnipeg Act, the Board of
Revision is required to provide written reasons
for its decisions with respect to license in lieu
of business tax appeals. Although the volumes
are sgnificantly lower than realty appeals, this
clause indicates that there is already a
precedent for this requirement in the existing
legidation. The Board, however, is not
complying with this legidative requirement.
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Recommendation 9

The Property Assessment Department
and Board of Revision should examine
the aternatives suggested in more
depth and recommend to Executive
Policy Committee those that would
facilitate a more effective and efficient
appeals process. Attention should be
paid to aligning the processes to the
complexity and value of the matters
under dispute and, in particular, the
relative level of rigour needed for
residential and non-residentia appeals.
Areas for consideration include:

Earlier release date for
assessment roll

More consistent enforcement
regime

Guidelines for the negotiation
process

Introduction of tolerances for
valuation changes
Restructuring the appeals
process

Chair of the Board of Revision response
| agree with this recommendation.

Property Assessment Department response
The Department agrees with and is fully
supportive of this complete section of the
Audit. Discussions about changes to the
Appeals process will be considered by the
Assessment Task Force Committee that has
been created by Council.

3. Board of Revision should consider
Alternative Service Delivery (ASD) models

The City Clerk’s Department, in its most
recent business plan, has established a goa to
prepare an ASD case for looking at different
ways to deliver the service provided by the
Board of Revision. The manager of the Board
of Revision commented on the current
difficultiesin providing dedicated staff and
budget for the Board' s activities given the
cyclical nature of appeal hearings. He
suggested that they may be an opportunity to
combine resources to support other
adjudicative functions such as the Board of
Adjustment and that a Specia Operating
Agency (SOA) model might be more
appropriate. It would also clearly demonstrate
that the Board of Revision isindependent of
the City assessment process. The Chair of the
Board has also expressed an interest in the
SOA model and proposed that the Board of
Revision, if a separate agency, may bein a
position to assist other municipalities on afee
for service basis.

We support the notion of exploring different
organizational models, particularly if the
Property Assessment Department movesin
this direction. We agree that this should form
part of the review of the function, its strategic
direction and processes.

Recommendation 10

As part of the review of the activities
of the Board of Revision, alternative

service delivery options should be
explored using the model and
processes established by the City.

Chair of the Board of Revision response

| would encourage the position that the Board
of Revision be considered for Alternative
Delivery Service status.
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4. Management information available from
AACS can be better utilized
The Appeals Application and Control System
(AACS), which is a shared system with the
Board of Revision, has been primarily used by
the Department to track appeals as they are
processed through the hearing process. It
contains such information as when the appedals
have been filed and heard, the type of property
appealed, the original assessed value and the
decision at the Board of Revision and, where
applicable, the Municipal Board level. The
system has been primarily used to determine
the status of decisions on specific appeals.

To date, there has been limited management
reporting out of AACS due to the inability to
easly extract this information from the
system. As aresult, Department management
has either not been obtaining information at all
or has not done so in an efficient manner. The
limited utilization of AACS as a management
information system hampers management’s
ability to measure various indicators of
Department or assessor performance with
respect to appeals. AACS has the capacity to
provide Department performance information
by property type including win/loss ratios and
valuation changes which can be analyzed to
determine where the Department should be
focusing its efforts. This can trandate into
additional training for individuals or groups of
assessors, staff re-alignments at appea
hearings, or point to a need for supplemental
resources (for example, legal).

We utilized AACS to provide us with
information to assist usin identifying high-risk
areas. We were also able to produce
information that we used in preparing our
report on performance. We believe that this
type of information can assist Department
management in determining where process and
performance may require improvement.

The Department is currently enhancing the
reporting requirements of the AACS. The
planned enhancements include performance
reports containing win/loss results at both
board levels and performance results by region
or by assessor. These enhancements are
expected to be ready later this year.

Recommendation 11
Since AACS contains alarge amount

of datarelating to appeals, the
Department should regularly assess its

information requirements for
operational and accountability
purposes to determine the need and
appropriate use for reports that can be
generated fro m this system.

Chair of the Board of Revision response
| support this recommendation.

Property Assessment Department response
The Department has utilized reports from
AACSto monitor performance related to 2002
appeals. Asa result, a consultant has been
retained to assist with identifying weaknesses
in valuation of certain property types, with the
intent of improving performance at the Board
of Revision.
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Monitoring and learning: Making things
better

Monitoring and learning are critical to
organizational improvement. Monitoring an
organization’s external and interna
environments enables the organization to
diagnose environmental changes early and
respond to them promptly.

Monitoring and learning also involves
periodically chalenging the assumptions
behind an organization’s objectives, assessing
information needs and systems, evauating
the effectiveness of control, and reporting the
results to those responsible in the
organization to complete the accountability
loop. Whenever key changes or actions are to
be implemented, follow-up should occur at
various levels throughout the organization to
confirm that they are carried out. Changes
may involve changing objectives or plans,
control activities or information systems.

1. First level appeal process should be
formally evaluated and restructured to
meet the current and future needs of the
City

The Board of Revision has been successful

in delivering an efficient process to the

citizens of Winnipeg that has given all
individual and business taxpayers an
opportunity to challenge their assessments
in an economical and risk-free

environment. It was evident in discussions

with the Chair and various Board members,

and in viewing severa hearings, that the

Board has a strong commitment to serving

taxpayers and meeting their needs. Many of

those to whom we spoke were
complimentary about the overall capability

of the current board and its members. All
members of the Board should be
commended on the work they have done to
thisend. It is also good to keep in mind that
the appeal's process ultimately provides an
excellent quality control on the work of the
Property Assessment Department in
establishing property values and this
provides added assurance to members of
the public that they are paying their fair
share of tax.

At the same time, as we have discussed in
previous sections, we believe that it istime
to re-think the purpose and process behind
the intent. The premium placed on
efficiency may have impaired the ability of
the Board of Revision and the Property
Assessment Department to ensure a quality
outcome. We cannot be certain of the
financia impact that this may have had on
the City but we suspect that there are cases
where individua taxpayers may have won
avictory at the Board of Revision at the
expense of the public at large. Clearly,
assessors do not believe that they are
always able to present their best case. And,
clearly, the City is not always in a position
to appeal all decisions to the next level
even though the Department may disagree
with the Board’ s decision. We have pointed
to differencesin legidative regimesthat are
more rigorous in the establishment of the
appedls process and practices in severa
jurisdictions that, in our opinion, better
balance the rights of the citizen to have fair
access to an appeal s process with the costs
of delivering this service. We have aso
discussed many suggestions for
streamlining the process and making the
Board' s accountability more transparent.
We have aso noted that new opportunities
may emerge.

In conducting our review, we found several
reports that had been prepared in the past
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that made similar recommendations for
change. In most cases, the
recommendations were never acted upon.
We recognize that changes of this
magnitude may require a change in
philosophy and a shift in priorities and, in
some cases, cooperation by the Province.
We believe, however, that the time for
change has come—that opportunities exist
to save costs in some areas and, at the same
time, provide a higher quality process
overall.

Recommendation 12

We recommend that Executive Policy
Committee strike a steering committee
of interested parties to review the
recommendations of this report and
oversee the actions required to move
the report from recommendation to
implementation. This may include the
establishment of aworking group to
conduct further research in other
jurisdictions, consult with
stakeholders, and report back on a
revised model or process for first level
appedls. The report will have to clearly
state the rationale for the suggested
changes and the appropriate level of
authority and actions required for
effective implementation.

Chair of the Board of Revision response
| agree with this recommendation.
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JURISDICTIONAL SURVEY

Appendix A

Preamble

Assessing authorities, first level of appeal bodies and building permit inspection
branches were surveyed across Canada. The overall purpose was to identify other
practices that are in place and that could be potentially adopted by the City of Winnipeg.

With respect to the assessing authority survey, we obtained varying levels of information
from eight cities and three provincial authorities. In addition to identifying practices, we
also obtained operating and financial information that could assist us in determining
levels of cost effectiveness. The responses from the assessing authorities revealed that
responsibility is either at the city or the provincial level. In those jurisdictions where the
province has the overall assessing authority for all the municipalities, the comparison of
costs either with the province itself or the major cities within the province was difficult to
perform because of the various types of costs included in the budget of the provincial
authority and the varying level of cost allocation to the city offices. We attempted to
adjust for these differences as well as adjust for budgeting differences between
Winnipeg and other city assessing authorities.

Our survey of first level of appeal bodies obtained operating and practice information
from two provincial appeal boards and nine cities, four of which are located within the
two jurisdictions. Our survey of building permit inspection branches obtained information
from six other cities and focused on legislation, systems and practices that facilitate
more complete and timely property characteristic data for property assessment
purposes.

Information for the City of Winnipeg portion of the assessing authority survey was
primarily obtained from the 2001 - 2003 Business Plan, the City response to the
International Property Tax Institute survey or other sources (e.g. interviews) during the
course of our audit. Information for the City of Winnipeg portion of the first level of
appeals survey was obtained from the 2000 Annual Report of the Board of Revision, the
Appeals Application and Control System or other sources during the course of our audit.
Information in the building permit inspection was obtained through discussions with staff
within the Property, Planning and Development Department.

Aside from the survey information obtained on the varying practices, we used the
financial and operating information obtained from the assessing authority and first level
of appeals surveys to measure and compare performance of the overall assessment
appeals process between the jurisdictions. Using three performance indicators,
performance was measured in terms of number of assessments per assessor staff
complement, the operating budget per number of assessments and the appeal rate of
properties by residential and commercial/industrial property type.



Jurisdictional Survey
Assessing Authorities
BACKGROUND INFORMATION

Comparison Against Other City Assessing Authorities/City Offices

City Assessing Authorities City Offices of Provincial Assessing Authorities
JURISDICTIONS Edmonton | Calgary | Saskatoon | Regina Vancouver Ottawa Hamilton | Halifax/Dartmouth
Organization City of The City of | City of City of BC Municipal Municipal Service Nova
Edmonton | Calgary Saskatoon | Regina Assessment | Property Property Scotia & Municipal
Assessment | Assessment | Relations
Corporation | Corporation
How many Realty 250,300 314,700 64,700 64,600 159,600 241,500 155,000 142,900
assessments | Assessment
doyou Business 23,200 22,500 0 0 0 0 0 8,700
perform in Assessment
the following ["personal 1,100 Non-taxable | 0 0 0 0 0 0
areas on an Property
g””,”i' Assessment
asls: Total 274,600 337,200 64,700 64,600 159,600 241,500 155,000 151,600
What is the Residential 189,900 294,200 59,200 58,700 142,000 220,000 120,000 126,800
number of (including
real condominiums)
properties in | Multi- 21,600 2,900 800 - Over | 700 2,700 3,000 2,000 Included in
the following | residential 3 units commercial
categories? | (over 4 units)
Commercial & | 8,200 10,400 4,500 5,100 13,400 8,600 16,000 16,100
Industrial
Institutional 10,900 6,900 0 Included in 1,500 4,400 4,000 Included in
commercial commercial
Other (e.g. 19,700 300 200 100 0 5,500 13,000 Included in
farm) commercial
Total 250,300 314,700 64,700 64,600 159,600 241,500 155,000 142,900
How many Assessors 52 78 13 16 30 53 36 29
staff are Technicians 12 20 1 2 0 1 0 0
assessors Total 64 98 14 18 30 54 36 29
and
technicians?

Note: The costsincluded in the operating budget are primarily comprised of salaries of professional, clerical/secretarial and managerial/supervisory staff aswell as direct operating costs
(e.g. travel, material, telephone). Costs excluded from these figures are primarily debt charges, facility charges aswell as operating costsrelating to I/T support, legal services and taxation
services.



ANALYSIS OF BACKGROUND INFORMATION
Comparison Against Other City Assessing Authorities/City Offices

Jurisdictional Survey
Assessing Authorities

Performance Edmonton Calgary Saskatoon Regina Winnipeg Winnipeg Vancouver Ottawa Hamilton Halifax/Dartmouth
Indicator Ranking

What is the annual 2nd Highest $3,900,000 $5,500,000 $3,200,000 $3,000,000
operating budget of $7,900,000 | $10,000,000 | $1,840,000 | $1,940,000 $7,900,000 Operating (does notinclude | (does not (does not (does not include
your assessing Budget (tied) | H.O. costs) include H.O. include H.O. H.O. costs)
authority (revised for costs) costs)

differences)?

# OF ASSESSMENTS

TO ASSESSMENT

STAFF LEVELS

Realty and Business 273,500/64= | 337,200/98= N/A N/A 209,800/80= Lowest # of N/A N/A N/A 151,600/29=
Assessment 4,273 3,441 2,623 Assessments 5,228
Number of to Staff

Assessments (Realty levels

Parcels & Business Includes B.A.

Assessment

Tenancies) divided by

Number of

Assessors/Technicians

Realty Assessment N/A N/A 159,600/30 = 5,320 241,500/54 = 155,000/36 = N/A
Only 64,700/14= 64,600/18= | 196,800/71= | Lowest # of 4,472 4,306

Number of 4,621 3,589 2,772 | Assessments

Assessments (Realty to Staff

Parcels only) divided levels

by Number of Excludes B.A.

Assessors/Technicians

(IAAO Standard of 5,000

per Assessor)




Jurisdictional Survey
Assessing Authorities

Performance Edmonton Calgary Saskatoon Regina Winnipeg Winnipeg Vancouver Ottawa Hamilton Halifax/Dartmouth
Indicator Ranking
OPERATING BUDGET
TO#OF
ASSESSMENTS
Realty and Business $7.9 mill/ $10.0mill/ | N/A N/A $7.9 mill/ | Highest N/A N/A N/A $3.0mill/
Assessment 273,500= 337,200 209,800=$38 | Operating 151,600=$20
Operating Budget $29 =$30 Budget to #
divided by Number of of
Assessments (Realty Assessments
Parcels and Business Includes B.A.
Assessment
Tenancies)
Realty Assessment N/A N/A $1.84 | $1.94mill/64,600=$30 $7.1 mill/ | Highest $3.9mill/159,600 = | $5.5mill/241,500 | $3.2mill/155,000 N/A
Only mill/64,700 196,800= | Operating $24 =$23 =$21
Operating =$28 $36 | Budget to # Facility Costs
Budget/Realty Parcels of have been
Assessment | removed for
Excludes B.A. | comparison
purposes
Operating Budget to
number of British Columbia Ontario Nova Scotia
assessments (full
costing)
Realty and Business N/A N/A N/A N/A $12.5mill/ | Highest N/A N/A $14.7mill/545,400
Assessment 209,800 = | Operating = $27 (excludes
Operating Budget $60 | Budget to # legal services of
divided by Number of (excludes | of $.2 million)
Assessments (Realty legal | Assessments
Parcels and Business services) | Includes B.A.
Assessment
Tenancies)
Realty Assessment N/A N/A N/A N/A $11.7mill/ | Highest $60.2mill/1,731,600 | $139.2 mill/4,105,200 = $34 N/A
Only 196,800 = | Operating = $35 (excludes (excludes legal service costs of $4.1
Operating $59 | Budget to # legal service costs | million)
Budget/Realty Parcels (excludes | of of $1.0 million)
legal | Assessment
services | Excludes B.A.

Note: The operating costs of provincial assessing authorities include facility and debt charges, IT support, financial administration and legal services. With respect to the city offices is that
operate under provincial assessing authorities, the operating budgets of these offices do not contain a full allocation of the head office costs (that is, policy, research, IT support, finance
and administration). We have shown both numbers to provide a more complete comparison.




Jurisdictional Survey
Assessing Authorities

BACKGROUND INFORMATION

Methodology

Surveyed Cities Edmonton Calgary Saskatoon Regina Vancouver Ottawa Hamilton Nova Scotia

1. Do you use IAAO Yes Yes Yes Yes Yes Yes Yes Yes
Standards?

2. How frequently do Annually Annually 4 years 4 years Annually Currently 2 years. | Currently 2 Annually
you perform a re- Moving to years.
assessment? annual Moving to

annual

3. What is the basis Yes Yes Fair value - Fair value - Yes Yes Yes Yes
for valuation (e.g. market market
market value? adjustment cost | adjustment cost

approach. approach.

4. |s amass appraisal | Residential Yes Yes Yes Yes Yes Yes Yes Yes
of properties Multi- Yes Yes Yes Yes Yes Yes Yes Yes
performed on any Residential
of the following Commercial Yes Yes Yes Yes Yes Yes Yes Yes
property types? Institutional No No Yes Yes Yes Yes Yes Yes

Industrial Yes Yes Yes Yes Yes Yes Yes Yes

5. Do you use Residential Yes Yes Yes Yes No Yes Yes No
multiple Multi- Yes No Yes Yes No No No No
regression models | residential
to assist in mass Commercial Yes & No No Yes Yes No No No No
appraisal for the Industrial Yes Yes & No Yes Yes No No No No
following property [“nstitutional | No No Yes No No No No No
types?

6. Where a sales approach is not used, | Income-yes | Income -yes Income Income Income - yes Income - yes Income - yes Income - yes
do you use bona fide sales of similar | Cost - yes Cost - yes approach not approach not Cost - yes Cost - yes Cost - yes Cost - yes
properties in the reference period to used used
verify the reasonableness of the Cost - yes Cost - yes
values?

7. What processes do | ASR’s v v v v v v v v
you have in place | % Change v v v v v v v v
to identify Reports
undervalued Other Mapping products Sales listing
property? Customer

feedback

8. Does the assessing authority Yes No Yes. Every 12 Yes. Every 12 Yes. Every 5 or 6 No No No. However, in
physically inspect properties on a years. years. years.. 3 of the past 4
cyclical basis? years,

properties have
been inspected
through an
Inspection
Program.




Building Permits and Property Inspections

Jurisdictional Survey
Assessing Authorities

Surveyed Cities Edmonton Calgary Saskatoon Vancouver Toronto

1. Do you have an electronic Yes Yes No. An automated system | No No
interface between the building will be in place by January
permits system and the 2002.
property assessment system?

2. Isthere legislation relatingto | Yes Yes Yes Yes Yes
the onus placed on property
owners to obtain a building
permit?

3. What actions, penalties or Normally just a stop work Order to obtain permit Correspond with owner to | Permit fee is doubled First a verbal notice
other leverage can be taken order. When property is and then double permit obtain permits. If work up to $5000 or removal | then a written notice to
by the jurisdiction for non- sold, fee is doubled if fee. If non-compliance continues, issue a stop of work if permit cannot | obtain a permit. Stop
compliance? building permits were not with order, then take work order. If non- be obtained. If owner work order then court

taken out. owner to court, which compliance, take to court | does not comply, action, which can result
canresultinafineupto | for fines. charges are laid that in construction being
$15,000. can result in fines laid removed.
by the courts.

4.  Are these action fully Yes, with respect to the Yes Yes Yes When necessary.
exercised? double fee.

5. Are building permits used as | Yes Yes Yes Yes Yes
a basis for acquiring current
property characteristic data
for assessment purposes?

6.  Inaddition to performing a No No No No No

building inspection, do your
building inspectors gather
data specifically required for
property assessment
purpose?

Winnipeg




Jurisdictional Survey
Assessing Authorities

Negotiations and Appeals

Surveyed Cities Edmonton Calgary Saskatoon Regina Vancouver Ottawa Hamilton Nova Scotia
Do you engage in negotiations Yes Yes Yes Yes No No Yes Yes

with property owners regarding

assessment valuations?

If yes, do you have guidelines Yes No Yes Yes N/A N/A No Yes. Presently
and processes in place when not utilized.
negotiating settlements outside

of the Boards and courts?

Who has the burden of proof at Appellant Appellant Appellant Appellant Appellant Appellant Appellant Appellant

the first level of appeal?

Do you have human resources Yes No Yes. Only Yes No Yes No Yes
dedicated to preparing and during the

defending appeals? appeals period.




JURISDICTIONAL SURVEY
FIRST LEVEL OF APPEALS

Edmonton Calgary Saskatoon Regina Halifax Winnipeg Vancouver B.C. Toront Ottawa Hamilton Ontario
0
Organization Assessment Assessment Board of Board of Revision | Regional Board of Board of Property Property Assessment Review Board Assessm
Review Board Review Board | Revision Assessment Revision Revision Assessment | Assessment ent
Appeal Court (at 1998) (at 2002) Review Review Review
Panel Panel Board

. Average 8,000 7,200 to 725 -825 1,000 4,500 13,600 9,300 1,100 to 22,900 24,000 4,200 2,000 66,000
number of 9,000 1,500
real property
appeals filed
following a
re-
assessment?

. What is the Residential — Residential — Residential - | Residential — Residential - 78% | Residential Residential Residential- | Residential- | Residential - | Residential Residential Resident
percentage 66%; 40%; 50%; 40%; Commercial/ -73% -65% 40 to 50 %; 60% 64%; - 53%; - 56%; ial - 61%
breakdown of | Commercial/ Commercial/ Commercial/ Commercial/ Industrial - 22% Multi- Multi- Commercial/ | Commercial/ | Commercial/ | Commercial/ | Commercial/ | Commer
appeals for industrial 24%); industrial — industrial — industrial — 50%; Residential - | Residential - | industrial - Industrial - Industrial - Industrial - Industrial - cial/
residential, Institutional — 40%; 50%. Other — 10% 9% 7% 40 to 45%; 23% 36% 47% 44% Industrial
commercial/ no answer; Institutional — Commercial/ | Commercial/ | Institutional | Other- 17% -39%
industrial, Other — 10% 5%; Other — Industrial — Industrial — -no Figures shown under commercial/industrial represent all
institutional, 15%. 15% 25% answer, “non-residential” complaints.
other? Institutional Institutional Other — 5%

-1% -1%
Other — 2% Other — 2%

. What is the Comprehensive | A committee No. An No. An Informal process. Recruitment is done through Appointment by the Appointments are coordinated through the Minister's Office
process for Policy. of senior advertisement | advertisement is Recommendations | advertisement and EPC Provincial Government of the Ministry of the Attorney General
recruiting Selection members is placed in placed in the by Director of selection committee makes
members to Committee will including the paper to paper to recruit Assessment to recommendations to
the appeal recommend to Chair recruit candidates. Provincial Council.
board? Council. interviews candidates. Executive Government.

potential new | Appointment Committee of
members. made by City | Council makes
Final selection | Council. recommendation
recommended s to Council

to Council.

. What are the Understanding Background in | Desirable Tribunal Law degree Informal criteria in place. Not provided. Members generally come from the following backgrounds:
minimum of Board real estate qualifications; | experience and law, real estate, business, political office, and accounting
requirements | function and specialties, - Experience experience
for board role, i.e. appraisal, | and writing decisions
members? accounting/ management, | knowledge of | is requested.

financial/lecono | sales/leasing assessment
mic principles, etc or law. principles and
assessment practices
process - Ability to
including conduct
market value & hearings and
real estate write
valuation. decisions




JURISDICTIONAL SURVEY

FIRST LEVEL OF APPEALS

Edmonton Calgary Saskatoon Regina Halifax Winnipeg Vancouver B.C. Toront Ottawa Hamilton Ontario
0
. Are fees No Residential, Residential - | Residential -- No No No Residential, managed forest, conservation land, and
charged to and multi- $30; $50; Commercial farmland -- $50; Multi-residential, commercial and industrial
first level residential Commercial -- | and multi- - $125
appeals and and -- $20; $600 residential -- $50
if so, what is Split per $100,000 of
the fee? assessment assessed value
class -- $20 or up to $600
$50 based on maximum;
the greater Condominium --
portion of the $30/unit up to
split; Non- $600
residential —
$50
. What is the Chair -- $125; Chair -- $120; | Chair and Chair - $125; Member -- $165 Chair -- $75 per 2 hours Chair -- $80 Chair and members -- $34 per hour
remuneration | Member -- $100 | Member -- member -- Member -- $100; (per half day) Member -- $50 per 2 hours Member -- $62.50 day Also have salaried Chair and 4 Vice-Chairs
rate for (per half day) $102.5 $125 per day. | (per half day) (per half day)
members and (per half day) Both paid for Both paid for 1
chair? additional full day for writing
time relating decisions for
to preparation | every 4 days of
(1/2 day per sitting on panels
week,
deliberation
(1/2 day per
week) and
writing the
report. In
addition,
panel chair
receives
annual
honorarium of
$1,500 per
year.
. How many 1t03 3 with some 3 3 1 3 3 Normally 1 member and sometimes 2 on complex cases
board exceptions
members sit
at each
hearing?




JURISDICTIONAL SURVEY
FIRST LEVEL OF APPEALS

Edmonton Calgary Saskatoon Regina Halifax Winnipeg Vancouver B.C. Toront Ottawa Hamilton Ontario
0

8. What type of | Extensive Rely only on Principles in There is Board As set out in Training manuals and Training manuals and pre- Assessment Act and Regulations
guidelines do | orientation evidence the Urban policy to guide Provincial orientation are provided to hearing instruction on Assessment Review Board Act
the appeal program for presented at Municipality members on how | Assessment Act members on process. appraisal theory. ARB Rules of Practice and Procedure
board new members the hearing. Act 1984. the panels should | and through Relies on evidence. Statutory Power and Procedures Act
members along with Saskatoon be run. The panel | orientation Code of Conduct Code of Conduct
have to annual Assessment has jurisdictions sessions.
follow in professional Agency on how to handle
order to development. Manual the appeal based
facilitate on the evidence
accurate and presented.
fair
decisions?

9. Arethereany | No Yes. No No No No No No
guidelines Generally, +/-
that prevent 5% is as
the board typical of
from making market
minimal tolerances.
adjustments? Minor

changes are
discouraged.

10. Can the Yes. If an Yes Yes. The Yes. However, it | Yes Effective January 2002, Yes Yes. If the appellant does not request an increase, a notice
appeals increase is change would | is typically not when the City Assessor to seek a higher assessment has to be filed prior to the
board requested. not show in done. provides notice. hearing date.
increase the taxation until
property the following
assessment taxation year.
value when
the property
owner
appeals?

11. What type Letter of Notice of Detailed Board decision Written decisions Written decision with no Verbal at the time of the In the majority of cases, the Board will deliver an oral
of decision with decision in report provides written for all appeals rationale provided. hearing followed by a written | decision at the hearing. The member may choose to
information written reasons | writing. outlining all information containing brief copy of decision. No reserve a decision or the party may request reasons for the
about the provided upon Written preliminary supporting the reasons. rationale provided. decision. In these cases, the member will prepare written
decision request. reasons on issues, facts, | basis of the reasons for the decision and this decision will be issued to
does the request. Oral evidence and | decision. all parties.
board reasons at arguments,
provide to each hearing. | analysis and
both parties? conclusions.

Basis for
decision is
included in
report.




Jurisdictional Survey
Appeal Rates
(Based on Latest Figures Available)

All Real Properties

JURISDICTIONS Edmonton Calgary Saskatoon Regina Vancouver B.C. Toronto Ottawa Hamilton Ontario D:rilrlr:gﬁlth

Average number 8,000 7,200 to 725 - 825 1,000 1,100 to 22,900 24,000 4,200 2,000 66,000 4,500

of appeals filed 9,000 1,500

following a re-

assessment

Realty 250, 300 314,700 64,700 64,600 159,600 1,731,600 No 241,500 155,000 4,105,200 142,900

Assessment information

Parcels provided

Appeal Rate 3.2% 2.6% 1.2% 1.5% 8% 1.3% Not 1.7% 1.3% 1.6% 3.1%

determined

Residential Properties (Includes Owner-Occupied Condominiums)

JURISDICTIONS Edmonton Calgary Saskatoon Regina Vancouver B.C. Toronto Ottawa Hamilton Ontario D:rilrlr:gﬁlth

Average number 5,300 2,900 to 350 to 400 400 550 to 750 13,000 15,400 2,200 1,100 40,300 3,500

of realty appeals 3,600

filed following a

re-assessment

Realty 189,900 294,200 59,200 58,700 142,000 1,513,900 No 220,000 120,000 3,544,000 126,800

Assessment information

Parcels provided

Appeal Rate 2.8% 1.1% 6% 1% 5% 9% Not 1% 9% 1.1% 2.8%

determined

Commercial/lIndustrial Properties

JURISDICTIONS Edmonton Calgary Saskatoon Regina Vancouver B.C. Toronto Ottawa Hamilton Ontario D:rilrlr:gﬁlth

Average number 1,900 2,900 to 350 to 400 500 500 to 700 6,800 8,600 2,000 900 25,700 1,000

of realty appeals 3,600

filed following a

re-assessment

Realty 8,200 10,400 5,500 5,100 13,400 103,900 No 21,500 35,000 561,200 16,100

Assessment information

Parcels provided

Appeal Rate 23.2% 31.3% 6.8% 9.8% 4.5% 6.5% Not 9.3% 2.6% 4.6% 6.2%
Represents determined Represents Represents Represents Represents
appeal rate appeal rate appeal rate appeal rate appeal rate
for all non- for all non- for all non- for all non- for all non-
residential residential residential residential residential
properties properties properties properties properties
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Appendix B
The Criteria of Control Model

“There is no such thing as perfect control and there is no such thing as free control... the
challenge is to find the right balance.”—Michael Hammer

Since the objectives of our audit include assessing the adequacy of the control environment, we
need to begin by explaining what we mean by control. Until recently, controllership was seen as
the responsibility of financial staff, and was largely concerned with sound financial management.
Modern controllership is based upon a much broader concept of control. It defines controls as all
the elements that support the achievement of an organization’s business objectives, and risks as
obstacles that may inhibit or prevent an organization from achieving those objectives. Modern
controllership consists of those aspects of management aimed at ensuring the organization is in
control. The message is that control is everybody’s business.

Formal or hard controls

Regulations
Policies
Procedures
Standards

Direct supervision
Duty segregation
Physical security

But these controls alone do not guarantee organizational success. In the absence of a strong
organizational culture, hard controls are not enough. Dramatic business failures in recent years
have demonstrated that the best systems and processes are no substitute for an ethical
workforce with competent leadership and clear objectives, staffed by people of integrity.

Informal or soft controls

Ethical values
Clear objectives
Leadership

Competence
Communication
Performance measures
Reward systems

Taken together, the formal and informal controls comprise the main components of a modern
management control system.

A control framework provides a way of understanding the important elements of control. We used
the control framework developed by the Canadian Institute of Chartered Accountants for the
purposes of this review. The framework uses the Criteria of Control (CoCo) Model that employs
twenty criteria and groups these into four essential components of control—purpose,



commitment, capability, and monitoring and learning. The model suggests that effective control
over these components is essential to ensure the achievement of business objectives.

The CoCo Model

These control components are
found in successful organizations
where people

Purpose

Have a sense of purpose

Monitoring &

They know where they are going
Learning

and how they want to get there.
They understand risk and
opportunity.

Have commitment .
Capability

They respect and trust each
other.

They share a common vision and sense of what is right and wrong.
They understand and accept their responsibilities.

Have capability

They know their jobs and have the right skills, tools and systems to get things done.
Monitor what they do and keep learning

They constantly learn from what they do to make things better.
The Criteria of Control in the CoCo Model can be used as a basis for understanding control in an
organization and for making judgments about the effectiveness of control. For the audit of the
Property Assessment Function, we used the model as a basis for analyzing control strengths and

weaknesses and developing recommendations to close control gaps identified. The twenty
detailed Criteria of Control are attached.



Detailed Criteria of Control

Purpose
Al Objectives should be established and communicated.
A2 The significant internal and external risks are faced by an organization in the

achievement of its objectives are identified and assessed.

A3 Policies designed to support the achievement of an organization’s objectives and the
management of its risks should be established, communicated and practised so that
people understand what is expected of them and the scope of their freedom to act.

A4 Plans to guide efforts in achieving the organization’s objectives should be established
and communicated.

A5 Objectives and related plans should include measurable performance targets and
indicators.
Commitment

B1 Shared ethical values, including integrity, should be established communicated and
practised throughout an organization.

B2 Human resource policies and practices are consistent with an organization’s ethical
values and with the achievement of objectives.

B3 Authority, responsibility and accountability should be clearly defined and consistent with
an organization’s objectives so that decisions and actions are taken by the appropriate
people.

B4 An atmosphere of mutual trust should be fostered to support the flow of information
between people and their effective performance toward achieving the organization’s
objectives.

Capability

C1 People should have the necessary knowledge, skills and tools to support the

achievement of an organization’s objectives.

C2 Communication processes support the organization’s values and the achievement of its
objectives.
C3 Sufficient and relevant information should be identified and communicated in a timely

manner to enable people to perform their assigned responsibilities.

C4 The decisions and actions of the different parts of the organization should be
coordinated.

C5 Control activities should be designed as in integral part of the organization, taking into
consideration its objectives, the risks to their achievement, and the inter-relatedness of
control elements.



Monitoring and Learning

D1

D2

D3

D4

D5

D6

External and internal environments should be monitored to obtain information that may
signal a need to reevaluate an organization’s objectives or procedures and processes.

Performance should be monitored against the targets and indicators identified in the
organization’s objectives and business plans.

The assumptions behind an organization’s objectives should be periodically challenged.

Information needs and related information systems are reassessed as objectives change
or as reporting deficiencies are identified.

Follow-up procedures should be established and performed to ensure appropriate
change or action occurs.

Management should periodically assesses the effectiveness of control in its organization
and communicate the results to those to whom it is accountable.



