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ASSESSMENT PRACTICES SURVEY

A copy of the Napa County Assessment Practices Survey Report is enclosed for your
information. The Board of Equalization (BOE) completed this survey in fulfillment of the
provisions of sections 15640-15646 of the Government Code. These code sections provide that
the BOE shall make surveys in each county and city and county to determine that the practices
and procedures used by the county assessor in the valuation of properties are in conformity with
all provisions of law.

The Honorable John Tuteur, Napa County Assessor-Recorder-Clerk, was provided a draft of this
report and given an opportunity to file a written response to the findings and recommendations
contained therein. The report and the assessor's response constitute the final survey report which,
pursuant to Government Code section 15646, is distributed to the Governor, Attorney General,
and State Legislature; and to the Napa County Board of Supervisors and Grand Jury.

Fieldwork for this survey was performed by the BOE's County Property Tax Division during
November and December 2001. The report does not reflect changes implemented by the assessor
after the fieldwork was completed.

Mr. Tuteur and his staff gave us their complete cooperation during the survey. We gratefully
acknowledge their patience and courtesy during the interruption of their normal work routine.

These survey reports give the government officials in California charged with property tax
administration the opportunity to exchange ideas for the mutual benefit of all participants and
stakeholders. We encourage you to share with us your questions, comments, and suggestions for

improvement.

Sincerely, Z

David J. Gau

Deputy Director

Property and Special Taxes Department
DJG:jm

Enclosure
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|NTRODUCTION

Although county government has the primary responsibility for local property tax assessment, the
State has both a public policy interest and a financial interest in promoting fair and equitable
assessments throughout California. The public policy interest arises from the impact of property
taxes on taxpayers and the inherently subjective nature of the assessment process. The financia
interest comes from the fact that half or more of all property tax revenues are used to fund public
schools and the State is required to backfill any shortfalls from that property tax funding.

The assessment practices survey program is one of the State's mgjor efforts to address these
interests and to promote uniformity, fairness, equity, and integrity in the property tax assessment
process. Under this program, the State Board of Equalization (BOE) periodically reviews
(surveys) every county assessor's office. This report reflects the BOE's findings in its current
survey of the Napa County Assessor's Office.

Readers of previous assessment practices survey reports will note several distinct changesin the
format of the report. Among other things, the previous reports commonly contained multi-part
recommendations and formal suggestions. Each recommended change is now listed as a separate
recommendation. Items that would have been formal suggestions under the previous format are
now either recommendations or are stated informally within the text of the report. Both of these
changes increased the number of recommendations in the survey reports.

The assessor is required to file with the board of supervisors a response that indicates the manner
in which the assessor has implemented, intends to implement, or the reasons for not implementing
the recommendations contained in this report. Copies of the response are to be sent to the
Governor, the Attorney General, the BOE, the Senate and Assembly, and the Napa County Grand
Jury. That responseisto be filed within one year of the date the report isissued and annually
thereafter until all issues are resolved. The Honorable John Tuteur, Napa County Assessor-
Recorder-Clerk," elected to file hisinitial response prior to the publication of our survey; it is
included in this report following the Appendices.

While typical management audit reports emphasize problem areas, they say little about operations
that are performed correctly. Assessment practices survey reports also tend to emphasize problem
areas, but they aso contain information required by law (see Scope of Assessment Practices
Surveys) and information that may be useful to other assessors. The latter information is provided
in the hope that the report will promote uniform, effective, and efficient assessment practices
throughout California.

! This report covers only the assessment functions of his office.
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SCOPE OF ASSESSMENT PRACTICES SURVEYS

Government Code sections 15640 and 15642 define the scope of an assessment practices survey.
As directed by those statutes, our survey addresses the adequacy of the procedures and practices
employed by the assessor in the valuation of property, the performance of other duties enjoined
upon the assessor, and the volume of assessing work as measured by property type.

In addition, Revenue and Taxation Code section 75.60° requires the BOE to certify whether the
county assessment roll meets a minimum assessment level. This certification may be accomplished
either by conducting an assessment sample or by determining, through objective standards—
defined by regulation—that there are no significant assessment problems. The statutory and
regulatory requirements pertaining to the assessment practices survey program are detailed in
Appendix B.

Our survey of the Napa County Assessor's Office included reviews of the assessor's records,
interviews with the assessor and his staff, and contact with other public agencies in Napa County
with information relevant to its property tax assessment program. Since this survey did not
include an assessment sample pursuant to Government Code section 15640(c), our review
included an examination to determine whether significant assessment problems exist, as defined by
rule 371.2

This survey report offers recommendations to help the assessor resolve the problems we have
identified. The recommendations contained in this report are based on our analysis that indicates
statutory violations, under- or over-assessments, or unacceptable appraisa practices that occur in
specific areas.

An assessment practices survey isnot an audit of the assessor's entire operation. We do not
examine internal fiscal controls or the internal management of the assessor's office outside those
areas related to assessment.

2 All statutory references are to the Revenue and Taxation Code unless otherwise indicated.
3 All rule references are to Title 18, Public Revenues, California Code of Regulations.
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EXECUTIVE SUMMARY

As stated in the Introduction, this report emphasizes problem areas we found in the assessor's
operations. However, it aso identifies program elements that we found particularly effective and
describes areas of improvement since our last assessment practices survey.

In our previous assessment practices survey of Napa County, we made 12 recommendations
addressing problems in the assessor's policies and procedures. Part of one recommendation no
longer applies. Of the remaining recommendations, the assessor has fully implemented five of
these, has partialy implemented three, and has not implemented three. In this report, we repeat
those recommendations that were not fully implemented.

We aso acknowledge several other improvements the assessor has made in his operation. These
are summarized as follows:

The assessor has made extensive use of computer programs to automate several office
functions. These include electronic versions of aircraft and manufactured home value guides, a
building drawing program, an audit program module, and spreadsheets for tracking transfers
of real property and leased equipment.

The assessor coordinates with various other county departments, including the Geographic
Information Systems Coordinator, Flood Control District, and the Information Technology
Services Department, to maintain current information both on his computer system and on the
county's intranet.

The assessor has a strong taxpayer education and outreach program which includes a monthly
column in alocal newspaper on assessment issues, a monthly radio call-in show on alocal
radio station, and visits to the governing body of each city and school district.

In addition to these strong points noted above, we also noted areas where improvements
could be made in the assessor's operation. We have grouped these deficiencies into three
categories. administration, real property assessment, and business and personal property

assessment.

Areas for improvement in administration include the following:
The assessor accepts non-BOE prescribed property statements.

The assessor failsto inform taxpayers of their right to appeal their assessments following
disaster relief.

The assessor neglects to include the required statutory notations on the assessment roll as well
asthe status of land in Timberland Production Zone.

The assessor fails to apply the county's low-value property exemption to real property.
The assessor should review awelfare exemption claim that he denied.

We aso make several recommendations dealing with real property assessment issues that are
summarized as follows:
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The assessor does not consistently screen all building permits issued and does not annually
revalue construction in progress at its market value on the lien date.

We found that farm laborer housing located on California Land Conservation Act property
was incorrectly assessed as restricted property and that wind machines were incorrectly
classified as structures.

The assessor should add the TPZ notation to any Timberland Production Zone parcels on his
assessment roll.

The assessor has not reviewed private uses of fairground property (a problem noted in our
1998 report) and has not identified or contacted specific state and federal agencies controlling
public lands.

The assessor inappropriately classifiesall structural improvements reported on business
property statements as fixtures.

The assessor does not determine the current market values of the properties owned by
regulated water companies.

The assessor has not determined the current market value of sand- and gravel-producing
mineral properties as required by rule 469.

In the areas of persona property and fixture assessments:

Mandatory audits are still in arrears (as noted in our 1998 survey). In addition, the assessor
does not audit accounts not having waivers on file; and he has not investigated genera aircraft
valued at over $400,000 to determine whether they are used in a business and are therefore
subject to mandatory audit.

The assessor accepts incompl ete business property statements lacking authorized signatures or
other important information, uses an outdated vessel property statement, and applies the
section 463 penalty inconsistently.

The assessor inappropriately applies an arbitrary minimum valuation factor to equipment
without evidence to support the practice.

We found that the assessor inappropriately depreciates vessel assessments 10 percent each
year, failsto add sales tax as a component of market value, and uses non-certified staff to
value vessals.

Rule 371(b)(4) specifies that conducting mandatory audits is one of the "areas of an assessor's
assessment operation” that should be considered in determining whether significant assessment
problems exist. Although the assessor is not current in his mandatory audit program, we believe
this deficiency aone does not create a reasonable probability that the assessment roll would fail to
meet the requirements of section 75.60. Accordingly, for purposes of rule 371, Napa County
continues to be eligible for recovery of costs associated with administering supplemental
assessments.
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Hereisalist of forma recommendations contained in this report, arranged in the order they

appear in the text.

RECOMMENDATION 1:

RECOMMENDATION 2:

RECOMMENDATION 3:

RECOMMENDATION 4:

RECOMMENDATION 5:

RECOMMENDATION 6:

RECOMMENDATION 7:

RECOMMENDATION 8:

RECOMMENDATION 9:

RECOMMENDATION 10:

RECOMMENDATION 11:

RECOMMENDATION 12:

RECOMMENDATION 13:

RECOMMENDATION 14:

Reject property statements not filed on BOE-prescribed forms. 14

Inform owners of property receiving disaster relief of their
right to appeal their proposed reassessments as required by
SECLION L70(C). +eveuveeeaureeeaieeeeieeeesieee et ee e e et ee s e seee e snneeeas 16

Cite the notation required by section 533 when enrolling

Exempt all rea property that qualifies for the low-value
Property EXEMPLION. ........c.eeiieereiiieeriee e 17

Review the digibility of multispeciaty health care clinics for
the welfare exemption. ..........cooceeeiiiee i 19

Initiate a control program for the processing of building
8= 10 01 £ PR USR 23

Revise the computer program to prevent inflation factoring of
INCOMPIEte NEW CONSLIUCTION. .....vveeeieireiiieeriee e 23

Assess farm laborer housing on CLCA-restricted land in
accordance With section 428..............cccoveeeeiiiiie i 25

Classify wind machines as fixXtures. ..........ccccovceeenieeenciieesieeene, 26

Cite the correct notation to identify TPZ property on the
assessment roll asrequired by section 433...........coooeeevieeiieenns 27

Review all private uses of the fairgrounds for possible assessment
as taxable POSSESSOry INTENESES. .......vvveveeiiie e 27

Determine the specific government agency that controls
properties identified on the assessment roll as"USA" or
"State of California .........ccoeveeiiiiii e 28

Properly classify and assess |easehold improvements. ............... 28

Assess the real property of regulated water companies at the
lower of current market value or factored base year value. ....... 30
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RECOMMENDATION 15:

RECOMMENDATION 16:

RECOMMENDATION 17:

RECOMMENDATION 18:

RECOMMENDATION 19:

RECOMMENDATION 20:

RECOMMENDATION 21:

RECOMMENDATION 22:

RECOMMENDATION 23:

RECOMMENDATION 24:

Determine both the current market value and the adjusted base
year value of the entire mineral property appraisal unit as required
by rule 469(€)(2)(C)...vveeeree e 31

Bring the mandatory audit program to current status as
required by SECtion 469. ..........coovieeiiiiienie e 32

Schedule immediate audits of those taxpayers who do not
AOrEET0 AWAIVEN ........eiiee ettt saree e 33

Audit accounts of aircraft that have afull value of $400,000
or moreand are used in abUSINESS. .......oeeeeeeeeeeeeeeeeeeeeeeeee, 33

Only accept properly completed business property statements. . 34

Require taxpayers owning vessels costing $100,000 or more to
file the BOE-prescribed Vessel Property Statement as required

DY SECHON 441, ... 34
Discontinue using arbitrary minimum valuation factors. ............ 35
Annually assess pleasure boats at market value.......................... 38

Add sales tax as a component of market value when enrolling

Use certified personnel to review vessel valuations as
required by Section 670(8). .......ccccveeerrerrriieeerieeesiee e 39
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OVERVIEW OF NAPA COUNTY AND THE ASSESSOR'S OFFICE

Napa County was formed in 1850 as a General Law county. Today it has a population of
127,000, most of whom live in the four incorporated cities of Napa, Calistoga, St. Helena, and
American Canyon, and the town of Y ountville. The county ranks 23rd statewide in per capita
revenue ($1,026.63) and 22nd in per capita expenditures ($992.93).

Budget
The assessor's budget for recent yearsis shown in the following table.

FISCAL YEAR FINAL BUDGET % CHANGE NO. POSITIONS
2001-02 $1,678,402 +18.3% 24.75
2000-01 $1,418,786 +1.31% 22.75
1999-00 $1,400,414 +9.69% 22.75
1998-99 $1,276,700 -1.38% 22.25
1997-98 $1,294477 | @ - 22.25
Workload

The assessor produced aloca assessment roll for 2001-02 consisting of 53,661 assessments. This
assessment roll had a gross taxable value of $14,167,170,060, which was an increase of 12.9
percent over the 2000-01 roll total of $12,550,485,715.

The 2001-02 real property workload consisted of approximately 4,310 changes in ownership and
2,046 assessments of new construction. The roll included 1,337 manufactured homes, 306 taxable
possessory interests, 620 California Land Conservation Act parcels, 320 decline-in-value
assessments, and 82 foreign improvements (those on land owned by another person). The assessor
also completed a business property workload that included approximately 5,100 business property
statement reviews (both secured and unsecured), 47 audits (44 mandatory and 3 nonmandatory
accounts), 2,000 vessal assessments, and 240 aircraft assessments.

The following table shows the distribution of property types for the last five years:

ROLL NO. OF ASSESSMENT ROLL UNITS

YEAR RESIDENTIAL | COMMERCIAL | INDUSTRIAL | AGRICULTURAL
2000-01 31,114 1,840 717 12,042
1999-00 29,933 1,840 711 12,084
1998-99 29,934 1,840 711 12,084
1997-98 29,550 1,830 709 12,070
1996-97 29,455 1,822 713 11,999
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Staffing

The assessor's office has 24.75 budgeted full-time positions, plus seasonal extra help and contract
employees. The assessor has produced alocal roll that has grown steadily in size, as the following
table shows.

ROLL YEAR NO. OF ASSESSMENTS
2001-02 53,661
2000-01 52,710
1999-00 52,281
1998-99 51,688
1997-98 51,392

All valuation functions, both real property and business property, are managed by the chief
appraiser. Therea property section consists of a supervising appraiser, two appraiser 111's, four
appraiser |1's, two entry-level appraiser I's (one of these positions, currently vacant, is designated
as limited-term), and an appraiser-aide. Each appraiser, including the chief appraiser and the
supervising appraiser, isresponsible for al the properties within his or her assigned map books,
with some exceptions. One appraiser |11 handles al taxable government-owned property and
Cdifornia Land Conservation Act lands; the other appraiser 111 handles all the taxable possessory
interest assessments. A team of two appraisers specializesin single-family residential subdivisions.
The appraiser-aide, with the supervising appraiser's oversight, handles the assessment of all
manufactured homes sited in rental parks.

The business property division consists of one auditor-appraiser 11 and two auditor-appraiser I1's.
Maintaining vessel assessment records is the responsibility of one assessment clerk, while aircraft
records are assigned to a second clerk. The actual valuation of aircraft is handled by an auditor-
appraiser. An assessment clerk prepares value estimates for vessels (see Recommendation 24
regarding the need for review by a certified auditor-appraiser).

All administrative functions are managed by the chief administrative coordinator. This position
oversees an administrative office assistant, two mapping technicians, atransfer clerk, four
assessment clerks (one position vacant), and a part-time assessment/records assi stant.

There are aso fifteen positions allocated to the county recorder-clerk-registrar functions. We do
not include them in this report, since our oversight is confined to the assessor's functions.
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RESULTSOF THE 1998 SURVEY

Assessment Roll Changes

We recommended that when preparing roll changes, the assessor cite correct code sections and
that he inform the county auditor of roll changes that must include section 506 interest. We found
that the assessor has implemented both aspects of this recommendation.

Change in Ownership

For property undergoing a change in ownership as aresult of a change in control alega entity,
we recommended that the assessor use the date of change in control rather than recording date
when establishing new base year values. We also recommended that the assessor track fractional
interest transfers and reappraise the real property when the transfer threshold specified in section
65.1 was reached. The assessor has implemented these recommendations.

Taxable Possessory Interests

We recommended that the assessor assess all taxable private interests in property at the two
fairgrounds in Napa County. Since the assessor has not reviewed the uses that give rise to such
interests, we repeat this recommendation.

California Land Conservation Act Property

We recommended that the assessor assign an economic rent to sites used for wineries on
restricted vineyard parcels. The assessor has implemented this recommendation.

Mineral Property

We recommended that the assessor use an appropriate capitalization rate to value mineral rights
and that he revise his decline-in-value practices for sand and gravel properties by developing a
current market value each year in order to determine the proper taxable value. The first
recommendation no longer applies because the only active gold mine in the county has closed.
However, the assessor has not implemented the second recommendation; therefore, we repest it
in this report.

Business Property Statement Processing

We recommended that the assessor ensure that only auditor-appraisers make valuations of
business property and that he apply uniform service lives to similar business types. We found that
the assessor has implemented only the second part of this recommendation. We repeat the first
part of this recommendation.

Audit Program

We recommended that the assessor bring his mandatory audit program to current status. We
repeat the recommendation, since the program is still not current.
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Business Property Valuation

We recommended that the assessor revise his allocation procedure for business personal property
and fixed equipment. He has implemented this recommendation.

Aircraft

We recommended that the assessor field inspect an aircraft before reducing its assessed value and
that he consistently make adjustments for engine hours above or below average amounts. The
assessor has implemented the second part of our recommendation. Although he does not conduct
actua field ingpections of aircraft before reducing assessed values, he receives and utilizes
adequate information from aircraft owners when determining condition adjustments. We therefore
do not repeat this part of the recommendation.

Vessels

We recommended that the assessor discontinue applying a mass depreciation adjustment to vessel
values and that he enroll documented value assessments in a timely manner on the unsecured roll.
The assessor now properly enrolls the 4 percent vessels, but still uses fixed depreciation on vessel
values rather than making individual value estimates. We therefore repeat the first
recommendation.

10
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ADMINISTRATION

This portion of the survey report focuses on the administrative policies and procedures of the
assessor's office that affect both the real property and business property assessment programs. We
examined budget, workload; and staffing; the county's participation in the State-County Property
Tax Administration Loan Program; certification of appraisal staff; computer systems; quality
control; assessment forms; assessment appeals; disaster relief; changes to the completed
assessment roll; exemption of low-value property; administration of welfare, church, and religious
exemptions; and the in-lieu tax for racehorses.

State-County Property Tax Administration Loan Program

The enactment of section 95.31 established the State-County Property Tax Administration Loan
Program (PTAP). This program provides state-funded loans to eligible counties for the
improvement of property tax administration.*

If an eligible county elects to participate, the county and the State Department of Finance (DOF)
enter into awritten contract described in section 95.31. A PTAP loan is considered repaid if the
county satisfies performance criteria set forth in the contract. The contract provides that the
county must agree to maintain a base funding and staffing level in the assessor's office equal to the
funding and staffing levels for the 1994-95 fiscal year. This requirement prevents a county from
using PTAP funds to supplant the assessor's existing funding. For most counties, the contract
provides that verification of performance is provided to the DOF by the county auditor-controller.

Napa County has participated in the PTAP every year since its inception. For five of the six years,
the loan amount was $366,020; for 1999-2000, it was $245,000. The assessor intends to renew
his loan in the amount of $366,020 for fiscal year 2001-02. Throughout the program, the assessor
has maintained his staffing at the minimum level (22.75 positions) or higher, as required by the
contract.

The assessor has used PTAP funds for various performance measures throughout the years of his
contract (not all measures applied in each year):

Defending his values for all applications filed for reductions in assessment;
Performing annual review of properties experiencing declinesin value;
Reducing the backlog of mandatory audits;

Performing nonmandatory audits;

Enrolling yard improvements escaping assessment in certain newer residential subdivisions,

* AB 818, Chapter 914, Statutes of 1995. This program expired June 30, 2001. Shortly after we performed our
fieldwork for this survey, the Governor approved AB 589 (Chapter 521, Statutes of 2001). This chapter established
the Property Tax Administration Grant Program for fiscal years 2002-03 through 2006-07. The new grant program
will operate in essentially the same manner as the loan program, except that if a county fails to meet its contractual
performance criteria, the county will not be obligated to repay the grant but will be ineligible to continue to receive
the grant.

11
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Enrolling vineyard plantings and nonliving improvements on parcels not subject to California
Land Conservation Act contracts,

Updating the assessment database with property characteristics;
Integrating the recorder's data flow;

Automating the assessor's workflow;

Training appraisa staff.

The assessor used a combination of overtime for full-time employees, temporary limited-term
assistance from aretired staff member, and contracts with an outside auditing firm to achieve the
performance measures relating to audit backlogs and escaped new construction. For every year he
has participated in the loan program, the assessor has exceeded the performance measures
established in his contract.

Appraiser Certification

Section 670 requires all persons who perform the duties of an appraiser for property tax purposes
to hold avalid certificate issued by the BOE.

Nine employees hold advanced appraiser's certificates and five employees (including the assessor)
hold appraiser's certificates. In addition, three of these 14 certificated employees are qualified
under section 670(d) to perform mandatory audits. There are currently no employees holding
temporary certification by the BOE.

Contract Appraisers

Section 674 establishes specific requirements for non-employee appraisers or auditors who are

hired by a county assessor. These include provisions for competitive bidding in the awarding of
contracts, the safeguard of confidential information, and the use of BOE-prescribed language in
the appraisal services contract.

In July 2000, the assessor contracted with an auditing firm to complete a portion of the office's
backlog of mandatory audits. The one-year contract contained BOE-recommended language
regarding alternative fee provisions but did not include recommended language safeguarding
appraisal information. However, the assessor and the contractor also executed a separate letter of
agreement that satisfies this requirement. At the time of our fieldwork, all assigned audits had
been completed and returned to the assessor.

Contract appraisers working for the assessor are subject to the same BOE certification
requirements as are appraisers and auditor-appraisers in the assessor's employ. Section 673
authorizes the BOE to issue atemporary certificate not to exceed one year, which may not be
renewed. After that period, permanent certification must be obtained. Of the six contract
appraisers who performed audits for the assessor, two are permanently certified and four are
temporarily certified by the BOE.

The assessor has made very effective use of non-employee contract auditors to accomplish his
required workload without neglecting either contract provisions or BOE certification
requirements.
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Web Site

The assessor maintains a home page on the Napa County Web site, www.co.napa.ca.us. This
page contains useful information for property owners. The Napa County intranet also offers the
recorder's index for the last 15 years, images of all documents recorded since March 1, 1999, all
maps filed with the recorder, assessor's map book pages, and a Geographical Information System
(GIS) layer showing 