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EAP Technical Committee Recommendation

Item: 3Bl

Title: Assessment Sales Ratio (ASR) Methodology

EAP Recommandation: 4Ai, 4Aii

Question: A compressed assessment audit schedule will be introduced January 1, 2004. ASB is
implementing various changes to its standardized quality ratio study methodology to ensure that
the annual data audit can be completed in the much shorter allotted timeframes. What is the
process for assessment to sales ratio studies in this new environment?

Background:
The EAP 4A Recommendations refer to changing the assessment process to use a municipality's
declared current assessments as the basis for its equalized assessment. To support these
recommendations, the annual audit function must be completed by February 28 of each year. As
such, the assessments must be declared by January 31 to allow ASB a minimum of 20 business
days to deal with any outstanding audit issues. No extensions can be permitted.

Recommendation:
The primary quality test for non-regulated property is the ASR methodology , which is outlined, in
the attached principles. When sufficient sales data is not available the alternate methods that are
identified in recommendation 3B2 must be used.

Recommendation Background:
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.~~nnual Audit Quality Test Process

The assessment to sale ratio (ASR) is the most appropriate test of assessment quality. To conduct an ASR study,
a minimum of 15 valid sales is desirable within a sales period (July 1 to June 30) for a market area. If adequate
sales data are not available, the following process can be used to expand the sample. If this process cannot
expand the sample size, the alternate methods in steps 68 aln 8 for determining if the assessments are
reasonable will be employed. If a property is so unique that comparison is impossible, an annual audit will not be
performed and the assessment will bt3 reviewed during the procedural audit.

Step 1

15 or more sales in the market area for the sales period. ..l RunASR Study

Less than 15 sales

Step :~
Add sales from a similar market area within municipality a~)
indicated in the regional strata. Iteratively add market areas until
15 sales or greater achieved.

15 sales or greater. I"~ Run ASR Study

Less than 15 sales or if there i~.n't a similar market arl3a,

Step ~~
Add the previous year's sales data for the market areas in step 2.

,

..! Run ASR Study15 sales or greater.

Less than 15 sales

Step 4
Add a third year's sales data for market areas in step 3.

Run ASR Stud yc

15 sales or greater

Less than 15 sales
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Step 5
Add sales irlformation from the asSeSSmi}nt year from a similar
market area from outside the municipalif" as indicated in the regional
strata. Iteratively add market areas until 15 sales or greater achieved.
For sales outside municipality, find com:Jarables in subject market
area for a study.

15 sales or grei!ter.

Less than 1 !5 sales proceed to Step 6A or to Step 6B for property
valued usin~J the income approach.

~

Step GA
Add current proper1y listings and appral!;als to Step 5

sales data.

A listing/appraisal cannot be added for a sale used in

the study.

5 sales or greater. "

Less t...n 5 ;nd"ato.. 01 vaJue '\ ~ -1

Step 7
For an asses;sment crass -if the assessej value of the
market area is less than 5% of the total vI\lue of the
jurisdiction alnd the number of indicators (of value is
greater than zero.

Run ASR Study

If the assess,ed value of the sub-municipality is greater
than 5% of the total value of the jurisdicti(ln, proceed
to Step 8.

Step 8
Reas;onableness Test by Propert) Type (actual use)

Per Recommendati.or1 382
Where Cost Approa(:h Used

Compare the subject market area unit v8JI1es to the regional strata
unit values.

If the subject market area's data is not sigllificantly different than the

regional strat;a's data, then deem that thE~ imarket area met the
quality standard.
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