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f) It is certainly admitted that the collector of real estate taxes for Beaver County does
not provide signed affidavit accompanying the return of unpaid County real estate
taxes. Such return is made electronically and “rolled” into the Tax Claim Bureau through
electronic files, where such claims are compared against the assessment files for
description and create such description on the Tax Claim Bureau files.

g) It is admitted that a property was erroneously omitted from the 2013 September
Upset Sale. Unfortunately, the Tax Claim Bureau was then utilizing a software system
which was ultimately deemed unfavorable and unreliable in promoting and servicing the
requirements of the Tax Claim Bureau. An apparent code provided by the vendor’s
software, was inadvertently missed. It is believed that the parcel has since been subject
to a subsequent tax sale.

h) The Rochester Area School District had inadvertently neglected to inform their local
tax collectors, as well as, the Beaver County Tax Claim Bureau that they had contracted
with a third party collector to pursue delinquent and unpaid school taxes beginning with
the 2012 and subsequent year school claims. The tax collectors filed claims, with
affidavits from the school administration for creation of dockets with the Tax Claim
Bureau for collection. Taxing districts are notified that should they contract with third
party collectors pursuant to the MCTLL, they are required to advise the Tax Claim
Bureau and to file their claims separately with the Tax Claim Bureau pursuant to case
law.

Because of the confusion created by the Rochester Area School District, the Bureau had
been collecting unpaid claims pursuant to Pennsylvania Real Estate Tax Sale Law. The
school business manager and solicitor for the third party collector demanded that all
outstanding claims be removed from the collection process of the Pennsylvania Real
Estate Tax Sale Law and the Rochester Area School district would submit a separate
remaining balance of outstanding claims which were to be collected by their third party
collector. In any case, the Beaver County Tax Claim Bureau is entitled and does continue
to collect a 5% commission from the Rochester Area School District on collection activity
provided by the Rochester Area School District third party collector.

The Rochester Area School District claim was not erroneously removed but was placed
in a separate category where the Beaver County Tax Claim Bureau is not pursuing
collection because the Rochester Area School District has contracted with a third party
collector pursuant to the MCTLL.

39



6. TAX SALE PROCESS

a) The purpose of the Pennsylvania Real Estate Tax Sale Law and the function of the
Beaver County Tax Claim Bureau is to collect delinquent and unpaid real estate tax
claims on behalf of the affected taxing authorities. The effort of the Tax Claim Bureau to
accept payment up until the property is “struck down” by successful bid is surely, at a
minimum, established by case law. To refuse payment from a taxpayer where the
property has not been sold pursuant to the Pennsylvania Real Estate Tax Sale Law
should certainly be viewed as an act not permissible by government and would surely
generate litigious actions by taxpayers who would be refused from exercising their
statutory right and obligation to pay their taxes.

b) The advertisement placed in the Beaver County Times and Beaver County Legal
Journal is a summary of the terms of sale. The advertisement also incorporates
statement that additional terms would be announced at the sale. However, in effort to
attract potential buyers, the director will include the attorney escrow check provision,
as a manner of payment, in the future advertisements.

7. UNCLEAR PAYMENT RECEIPTS

The Beaver County Tax Claim Bureau issues in excess of 20,000 receipts for payments
annually. Issues regarding confusion in reading a receipt is not a common grievance by
taxpayers and rarely result in an aggrieved appeal of taxpayer’s inability to comprehend.
The receipts clearly identify the allocation of any payment as applied to costs, interest
accrual, penalty, and taxes. The receipt plainly indentifies a remaining balance if any.
Staff members, supervisors and the Chief County Assessor are always available to
address any taxpayer requests regarding discussion, concern or inability to comprehend,
not only the receipt but also the entire docket.

However, in the interest of eliminating any confusion in receipts issued by the Tax Claim
Bureau, the Director will meet with the County IT department in effort to rework, and
redesign the receipt in order that all taxpayers might comprehend. The Director
disagrees in the viability of adding the statement about an installment agreement on
receipt. The installment agreement is only offered after a claim becomes absolute and
prior to the parcel being subject to Upset Sale. Installment agreements are not available
for a claim year and not available after Upset Sale. To globally add such statement
would surely create and cause extreme confusion and probable litigious actions.
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8. FEES

Rarely, but unfortunately, mis-keying of data does occur. However, it is corrected upon
discovery. In effort to minimize the potential of mis-keying information, the Director
shall contact the Beaver County IT department in effort to set prices in the Tax Claim
Bureau system. Unfortunately, this set of 17 agreements appears to have been
inadvertently missed in updating the electronic files. This issue will be addressed and
should be eliminated with prices for such services preset in the system.

9. CONSTRUCTION/DEMOLITION

a) The coding system utilized by the Beaver County Assessment Office incorporates two
primary review codes, 951 (residential), 952 (all other land uses). These codes do not
necessarily depict construction/demolition permits and are used as impetus for review
of the property because of suspected future physical change. Simply coding the
properties as a 951 or 952 does not require an assessment change, nor does it require
review within a 30 month period. One should read the note sections, if available, to the
record coded in order to deduce whether further immediate or future action would be
called by the assessor or supervisor. For instance, document 9a which identifies both
the maintenance reason and note field prompting the review code results in future
physical actions purportedly upon the parcel which would likely not affect value
conclusion and would not be considered priority.

b) Likewise, document 9b under at least the note column describes subjective
expectation that some action may occur in the future. It is most likely that the majority
of this sample was not reported by building permit, but simply coded for the assessor or
supervisor to determine future priority for review. However, to assure the status of the
noted parcels, the Chief County Assessor will direct the field supervisor to physically
review and determine an appropriate land use code.

c) As in 9a and 9b, supervision and field staff establish priority in coded records. A
review of the note fields suggest that low priority was assigned because of the likelihood
of no effect on assessed value. However, in the interest of accurately describing the
current physical presence of improvements, the Chief Assessor has directed the
supervisor to physically review these seven properties and ultimately revise their land
use codes, if warranted.

d) The 951 and 952 coding requires priority decisions by supervision and staff request. It
does not require field inspection if deemed unnecessary at any given time.
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10.

11.

12.

SIGNATURE CONFIRMATION

The Tax Claim Bureau personnel make every effort to determine appropriate signature.
Alas, some subjective conclusion must still be made and accepted upon certain writing
skills. This finding however, does further support the conversion back to the original
system implemented by its director requiring hard copy signature cards to be returned
to the Beaver County Tax Claim Bureau.

It should be noted that the postmaster did not request the mailroom signature on all
returned and unclaimed notices, but instead, required such signature. Otherwise she
threatened to withhold the returned notices. The Tax Claim Bureau was not
immediately notified of this bizarre requirement.

TRANSACTIONS

Adjustments to the files are strictly and absolutely limited to administrative personnel
authorization. Description of the condition identified here was the result of vendor
activity within the new system. The vendor required such adjustments or corrections to
the new system be applied by him. Unfortunately, through error or incompetence the
vendor appears to have applied excessive costs through the addition of $69.00 upon
certain parcels incorporating 2 claim costs totaling $30.00, 2 mailing fees totaling
$14.00, and a charge of $25.00 representing posting activity. The vendor was advised
these costs were in error and already added. In his attempt to correct he inadvertently
removed costs from some parcels twice and neglected to remove those costs from
others (his estimate was 700 or so parcels.) This finding further supports conversion to
the original system used in the Tax Claim Bureau today which does allow and account
for documentation of activities.

REPOSITORY OF UNSOLD PROPERTIES

Sales of property from the Repository of Unsold Properties require the approval of the
affected taxing authorities to any prospective purchaser. The policy within Beaver
County requires the purchase price at least equal to outstanding costs. Parcels which
reflect a zero balance in tax claim and consequently in Bureau costs would obviously,
therefore, not be eligible for purchase, regardless of whether they appear on the
Repository list or not. The balance of delinquent taxes become irrelevant because the
properties are divested of some taxes unless redeemed for the benefit of the record
owner. Therefore, delinquent taxes are not misstated. However, in the interest of
clarity the Chief County Assessor will direct that a parcel with zero balances be removed
from the Repository List.
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13.

14.

The Tax Claim Bureau does not warrant generally, title or other physical information
regarding any property. Consequently, the publicis advised that all purchases are made
at the buyer’s risk.

HOMESTEAD EXCLUSION

The certified list of approved applicants made to the 14 school districts in Beaver County
relative to their 2014 — 2015 fiscal year included in excess of 44,000 parcels. The
Assessment Office continuously revises this roll and reports changes to the affected
school district on a monthly basis. Notice is sent to the school district as well as the
taxpayer, allowing for appeal.

Approval for participation under Act 1 for the exclusion is conducted by review of
applications, transfers, taxpayer contact and lists generated from existing approved
parcels.

Duplicate names in and of itself is not a sole determining factor to reject or approve
participation to the applicable section pursuant to Act 1. The names may be associated
with other record owners who do qualify. At this point the director believes it is quite
obvious that the current process for corrections or revisions on a monthly basis is
appropriate, fair and equitable. Notice of the decision to revise or correct is sent to
both the school district and taxpayer.

Approval or rejection for participation under Act 1 for the exclusion requires subjective
deduction and decision making processes from the clerical staff. The fact that only 23
parcels required correction or revision from 44,000 participating parcels, certainly
supports the capability and dedicated actions of the clerical staff. In the interest of
aiding the required decision process, the IT department in conjunction with the
Assessment Office has developed and implemented a program listing duplicate names
for review of continued participation under Act 1.

BANK DEPOSIT

During the time period (June 2013) addressed by auditor, the Beaver County Tax Claim
Bureau was running two systems parallel in effort to test the new system’s ability to
produce equal results established by the original system. (AS400)

Procedurally, payment remittances were to be initially locked into the new system and
then a mirrored entry was to be applied to the AS400 to assure output was equal.
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15.

The payment of $4,405.62 was locked in on the new system, however, the application of
this payment was omitted on the AS400, by the Tax Claim clerk. When the runs were
balanced on the following morning, the omission was discovered.

The check (54,405.62) was still sent to the bank with the full deposit from the clerk and
the payment then properly applied on the AS400 for the next day.

This payment was not backed off or otherwise removed from the new system because
the receipt and remittance amount was correct. The omission on the As400 was noted

on the daily report for both days, 6/26/13 and 6/27/13.

Consequently, the deposit was made timely and the omission from a mirrored activity
was promptly applied, albeit on the subsequent day, and noted.

QUARTERLY DISBURSEMENT

The Beaver County Tax Claim Bureau does advocate and in the past and now currently
does compare bank deposits to its ledger and balances for disbursement.
Unfortunately, with the implementation of the new system, the vendor was relied upon
to conduct and report the systems ledger, which inevitably was not reported to Tax
Claim Bureau in a timely manner.

Since the conversion back to the AS400 system, the Tax Claim Bureau has reinstituted its
past practice in comparing ledger to bank deposits in a timely manner. It is the
intention of the Chief County Assessor to begin disbursements of monies collected to all
taxing districts under a monthly schedule beginning this year.
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GENERAL OVERVIEW RESPONSE

1. Since the county wide reassessment conducted for the 1982 tax year, multiple
audits/studies have been conducted regarding the assessment system. All have been
administered by independent experts in the field of assessments relative to the then titled
Fourth through Eighth Class County Assessment Law.

a. Assessment Law and practice is premised upon a mass appraisal theory. In essence,
“estimate” should in fact dictate a majority in field observation. The fact that 53% of
the 91,630 total parcels is noted as “estimate” on the property records is not an
indication of improper or incomplete description. In conjunction with the Assessment
Laws, Pennsylvania Assessors must attain certification as an evaluator. Course
instruction and education requirements established pursuant to Pennsylvania State
Board of Certified Real Estate Appraisers does place emphasis on estimating not only
value but data collection in a mass approach.

b. This statement is baseless with respect to the mass appraisal process. As stated earlier,
size does not dictate value conclusion, and if the properties were not physically
inspected by auditor, then the data input should be assumed correct.

However, it is admitted that the last county-wide reassessment for Beaver County was,
in fact, 32 years ago. Consequently, inequities should be expected to have occurred.
After all, valuation conclusions are reached in a system which has not been changed
since then. Be advised, to update, revise or implement a new system would certainly
qualify and demand a new reassessment of all properties in the County.

An estimated cost of reassessment for Beaver County is somewhere between 6 million
and 8 million dollars. Likewise, the decision for reassessment of the County for ad
valorem tax purposes is at the course of the Beaver County Commissioners.

2. The Chief Assessor disagrees with the auditor recommendation of adding phraseology
regarding installment payment agreement to the return and claim notice. Such notice
statutorily advises the delinquent taxpayer that, in fact, at least a one year grace period is
granted to pay the claim. Addition of the installment agreement at this stage would likely
create confusion and infer negation of the grace period. The installment agreement
provision does appear on the sale notice, at least one year after the return and claim notice,
affording the delinquent tax payer an additional year to formally enter into a payment
arrangement pursuant to the Pennsylvania Real Estate Tax Sale Law.
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The Chief Assessor will contact the County IT department to incorporate through the
acquisition of another laptop PC, an Excel database which will correspond with monies
collected at the various tax sales.

The Tax Map system is configured and implemented under a third party vendor.
Assessment database parcels are, in fact, compared against the Tax Map system. With
respect to parcels not visible on the tax map base, the third party vendor discovered an
unnoticed issue with its bounding box when the box extends over a map boundary line.
Upon this discovery, the number will now appear, so long as the bounding box is wholly
within a specific map boundary.

The Chief Assessor will issue directive that a minimum of two clerks must be present in each
office where funds may be collected. With respect to this issue, the Beaver County
Commissioners created two part-time clerical positions which will aid in the implementation
of this directive.

Neither the staff nor the Chief County Assessor possess license to act as attorneys at law.
The Court is not conducting hearings when petitions are presented in motions court.
Consequently, attendance by the Director or personnel is not meaningful. All notices of
intention to present such petitions are made or should be made to the Beaver County Law
Department. The Beaver County Law Department (or affected taxing authority solicitors)
make decision whether to object to the presentation or not. Historically, the Beaver County
Law Department has elected, in most cases, not to object and to counter the petition claim
at a future hearing date to be established by the motions Judge.

As previously stated, the authority to permit, listen, attend and decide exemption appeals
does not lie with the Chief Assessor, but only with the Board of Assessment Revision. The
auditor position regarding listed reason for appeal, taxpayer demonstration of the
property’s intended use, and appearance of property use not fulfilling any allowable use
should be addressed with the Board of Assessment Revision or its hearing master.

It is admitted that some counties do accept electronic forms of payment, but, it is believed a
majority of the 67 counties do not. The Chief Assessor has researched feasibility,
contribution to taxpayer convenience and added taxpayer cost and is not convinced that
such form of payment would effectively increase collection activity by the Beaver County
Tax Claim Bureau.
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The Office of Assessment and Tax Claim Bureau
Controller’s Remarks to Office’s Responses and Comments
For the period January 1, 2012, through June 30, 2014

Below are presented the Controller’s remarks to the Office’s response and comments to this
report. The remarks are numbered in the same order as the “Response to Summary of Findings”
presented by the Office and included in pages 35 through 46 of this report package. These
remarks are dated as of January 30, 2015.

1.

Whereas the changes described by the Office may improve the accounting of daily
collections, they do not address the controls over sales. Acts of embezzlement such as the
one uncovered in 2014 are still reasonably viable in the absence of an accounting of items
sold. Also, we were not made aware of the discounts made available to the taxing
authorities when we were completing our audit and the discounts are not publicized on
the Assessment price list.

Throughout the course of our audit, we were told by Office personnel that certain files
were expunged and the documentation was not available. Furthermore, when examining
some property folders in the Office, we could not find documentation that we were told
by Office personnel should be located in those property folders.

b) We were unaware that the appellant was appealing an assessment value when
observing the documentation because all other similar documentation reviewed was for a
tax exemption request. Also, the appellant’s application only had an appeal reason of
“Township is tax-exempt as an instrumentality of the Commonwealth of Pennsylvania.”,
which does not explain that the appellant was filing an appeal for assessment purposes.

d) We were unaware the shortened notice period was requested by the appellant. There
was no notation on the documentation we reviewed and no additional information was
provided by the Office at the time of examination.

f) It appears that all properties in question were assessed at $6,600 for land for the tax
year 1982, when the last county-wide assessment took place. The only assessment
appeals that we are aware of in this group of properties affecting land values since 1982
are for 0215.000 —bringing its value from $6,600 to $9,250- and for 0219.000 —bringing
its value from $6,600 to $5,000. The assessed land values for 0205.000 and 0211.000 —
the highest and second highest land-valued properties in this group, respectively- were
apparently changed due to construction. These values are approximately 95% and 87%
higher, respectively, than the mode value of $6,600. The fifteen properties were
physically inspected from their access street and they were reviewed with Google Maps.
We found no visible difference that could account for the described differences in
valuation.
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The Office of Assessment and Tax Claim Bureau
Controller’s Remarks to Office’s Responses and Comments (continued)
For the period January 1, 2012, through June 30, 2014

4. We believe that legal counsel is needed in the advice as to whether to proceed or not with
collection and/or sale efforts for specific properties, but not in the search of bankruptcy
status once a property has been coded “B”. The more practical approach in our view is to
have Office staff research bankruptcy court documents (such as done by the auditor) and
present the results for properties believed to no longer be involved in bankruptcy to legal
counsel for advice. The fact that a source outside of the Office (not an attorney) found
that a bankruptcy involving properties with delinquent tax balances approximating
$500,000 had long ended and that subsequently the Office proceeded with sale efforts on
these properties further solidifies our belief. Lastly, we believe that cost alone should not
overshadow the importance of an evaluation process in any case. To leave a group of
properties essentially unmonitored simply because such monitoring is deemed too
expensive is not an equitable approach and it may leave the impression of preferential
treatment to those in that group, such as in this case, owners of properties no longer
involved in bankruptcies.

5. a) We recognize that Administrative Stays are a sustainable option outside of the Real
Estate Tax Sale Law, (“RETSL”). As in Judge Leavitt’s opinion of the Battisti case, we
do not question the use of Administrative Stays if they are applied with a defined and
consistent methodology. During testimony presented in this case the Director admitted to
the use of Administrative Stays for reason of “small amount”. He also considered
$234.72 (the amount in question in the Battisti case) a small amount, however the Battisti
property was subjected to sale. Now going back to the examined September 2014 Upset
Sale, when considering post-adjustment balances, we find that only seven properties were
exposed to sale with a delinquent balance lower than one of the adjusted properties stayed
“due to low balance”. None of those seven properties did have payment activity
registered on their account per the Tax Claims computer system prior to the September
2014 Upset Sale. No property was exposed to sale with a balance lower than the lower of
the two post-adjustment properties’ balance. Provided the post-adjustment balances are
correct, it so appears that the Office is now applying some type of equitable methodology
on the process of staying properties “due to low balance”. When considering pre-
adjustment balances, we find that 34 properties were exposed to sale with a delinquent
balance lower than one of the properties stayed “due to low balance”. We found that
seven of those 34 properties had payments applied towards their tax claim per the Tax
Claims computer system prior to the September 2014 Upset Sale. See remark 11. for
more information on the adjusted properties” accounts. We should also note that we found
evidence of a property with a tax claim balance of $1.90 (excluding accrued costs) that
was exposed to the September 2013 Upset Sale. The property was sold and subsequently
interested parties filed an exception to the sale in court. This serves as an example of the
type of “additional costs of litigation and challenges” the Director describes as wanting to
avoid through the process of administrative stays.

48



The Office of Assessment and Tax Claim Bureau
Controller’s Remarks to Office’s Responses and Comments (continued)
For the period January 1, 2012, through June 30, 2014

5. ¢) Section 309 of the RETSL is presented here: “Section 309. Contents of Claims
Entered.--All claims for taxes returned, made up as a claim and entered in the claim
docket in the bureau shall set forth: (a) The names of the taxing districts for which filed,
(b) Except when the owner of the property is unknown and has been unknown for a
period of not less than five years, the name of the owner and the owner's last known
address, including the zip code by virtue of the knowledge and information possessed by
the bureau, by the tax collector for the taxing district making the return and by the county
office responsible for assessments and revisions of taxes, of the property against which it
is filed, (c) A description of the property against which the claim is filed sufficient to
identify the same. A description of the property shall be deemed sufficient if it contains
(1) a reference to a record of a deed or other instrument of conveyance which describes
the property, or (2) a reference to the number or number and block of the property in a
plan, recorded in the office of the recorder of deeds of the county, and the record of such
plan, or (3) a reference to the number on any lot and block plan officially adopted by a
taxing district, or (4) a statement of the street and number of the property as officially
designated by public authorities of a taxing district as of the time the property was
assessed, or (5) where the property is not identified by reference to the record of a deed,
or other instrument of conveyance, and may not be identified by street and number, or by
recorded plan, or by a lot and block plan, a statement of the approximate acreage of the
property and the name of at least one (1) owner of adjoining property, if such statement is
accompanied by information showing the character of and use to which the property is
devoted, as for instance "dwelling and lot," "vacant lot,” "vacant land” or "hotel,
restaurant, apartment house, office building, bank building, manufacturing plant,
industrial plant and the lands belonging thereto," or "farm and the buildings thereon," or
"plant nursery and buildings thereon, "or "forest or woodland,"” or "wasteland," or “coal,
oil or other mineral severed from the surface," etc., or intelligible abbreviations thereof.
A variation in the description of the property given in the claim filed from that shown on
the assessment for tax purposes shall not constitute an irregularity and shall not invalidate
the claim. The aforesaid description shall not be deemed exclusive. (d) The year or years,
period or periods, for which the respective taxes were levied, and the amount of taxes due
for each year, or period, and the penalties and interest due thereon at the time of filing. (e)
That due notice of the returns of such taxes, the entry of the claim and that the same
would become absolute, if no exceptions were filed, was given to the owner or posted on
the property in the manner required by law. Said claim shall be entered in the office of
the bureau in the proper claim docket and be signed by or have stamped thereon a
facsimile signature of the director. (309 amended Feb. 21, 2006, P.L.33, No.12)” The
Office’s public record for each tax claim is displayed on its public website with the title
“Tax Claim Docket”. Exhibit D shows one property’s “Tax Claim Docket”.

5. d) The actual recordation date mentioned by the Office is in fact subsequent to the court
confirmation, but Section 608 of RETSL can be interpreted in varying ways. The very
first statement reads: “After the court has confirmed the sale and the purchaser has paid
the amount of his bid, it shall be the duty of the bureau to make to said purchaser, his or
their heirs or assigns a deed in fee simple for the property sold.” The word “make” is not
defined in the law.
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The Office of Assessment and Tax Claim Bureau
Controller’s Remarks to Office’s Responses and Comments (continued)
For the period January 1, 2012, through June 30, 2014

All data presented on the schedules above was obtained from the Office’s computerized
system.

11. The amounts of the net reductions observed on three properties’ balances examined by us
amount to $441, $251, and $214.

14. Upon further examination we found that the $4,405.62 deposit was indeed recorded in the
Office’s electronic system one day after deposits are normally recorded at the Office.

15. Whereas Tax Claims may now “compare bank deposits to its ledger and balances for
disbursement”, at the time of our examination we were informed by the Tax Claim
Supervisor that payments to taxing districts were processed as described in the finding.
We recommend that the review practice implemented —as with any review and
reconciliation task- be adequately documented so as to facilitate both internal and
external examination by interested parties.

General Overview Response:

1. To our question “Does the assessment software undergo periodic audits?” during our
initial examination period the Director responded “No”. To our question “Do you have
plans to submit the software to audit?” the Director responded “No”. We believe that the
systems of information technology currently used by Assessment are an integral and
significant part of Assessment. As such, we recommend incorporating them in any audit
or study to be performed.

1. b) Regarding assessment for buildings, we did not physically inspect any properties,
however, with the aid of Google Maps we compared residential properties with structures
much larger than normally found within Beaver County and discovered that some had
lower assessed values and lower input variables (number of rooms, number of bedrooms,
etc.) than some of their much smaller counterparts.
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