EQUALIZATION STANDARDS BOARD MEETING

              MINUTES OF MARCH 20, 2006

APPROVED

Location: 57 Regional Drive
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Bob Boley, DRA

G. Philip Blatsos, Comm.DRA - Appointee Guy Petell
Linda Kennedy, DRA

  

Sen. Peter Bragdon (Absent)



Robert Gagne, DRA

Dr. Colleen Brickley (Absent)



Barbara Reid LGC

Joyce Fulweiler 





Kathy Temchack, NHMA

Rep. Thomas Gillick
(Absent)



Sen. David Gottesman (Absent)

Stephan Hamilton



George Maglaras 

Dean Michener 

Richard Rugg 

Guy Santagate (Resigned)

Rick Vincent

Chair Anderson opened the meeting at 1:10 p.m.; he noted that Guy Petell would be filling in for Commissioner Blatsos as the Commissioner’s representative.  Chair Anderson welcomed all to the meeting and the board members introduced themselves.  Chair Anderson read a note from Rep. Tom Gillick saying he is feeling better and hoping to make it to the meeting and thanking all for their interest and kind expressions and wishes of good health. 

First order of business on the agenda was to approve the ESB minutes of November 29, 2005.  Mr. Hamilton made a motion to approve the November 29th minutes, and Mr. Michener seconded the motion.  There was no discussion Chair Anderson moved to accept the minutes as written.  All approved.  Chair Anderson then asked to approve the ASB/ESB joint minutes of October 14, 2005.  Mr. Petell made a motion to approve the October 14, 2005 ASB/ESB joint minutes.  Mr. Hamilton seconded the motion.   There was no discussion Chair Anderson moved to accept the minutes as written.  All approved.  

Next on the agenda was to investigate the criteria to be used in testing for sales chasing (W&D Recommendation #16) The ESB agreed that this is the Board’s Number 1 Priority  

Mr. Boley gave a background sketch of the sales chasing issue.  He noted that it is the task of the ASB to define sales chasing and set up legislation to deal with it.  In the meantime ESB has had some discussions and are pretty much in agreement that even though sales chasing has not been defined they do recognize it when they see it.  Mr. Boley wanted to address the issue in terms of ratio study and the ESB involvement.  He did research on what is available to try to identify sales chasing and mentioned different techniques and why we should or shouldn’t use the techniques.

#1 – The two-study technique is two different ratio studies done in the same year one set of sales being prior to the assessment date and one set of sales being after the assessment date.  This could work if you have enough sales as in the larger towns such as Manchester, Nashua or Concord but not practical for most of the towns in NH.  

a. There are relatively few sales in so many towns to split up that they have trouble getting the minimum number of sales needed for even one of the studies.  

b. It is difficult to determine where to cut it off even though April 1 is the assessment date; many or most of the revaluations that take place use sales that come in after April 1 as part of their sales analysis.  Depending on when they get that work done they may use an extra month or two of sales and in some cases they may use three, four or five months of sales.  Trying to determine where to cut off would be difficult. 

This is probably not a good choice.

#2 method is by comparison. Comparing different unit values is something more appropriate for a municipality’s use rather than the DRA ratio study.  Can be done by looking at sales of office buildings and looking at the square foot sale price and then comparing the square foot sale prices to the assessed values on unsold office buildings, or do the same thing on apartments on per unit basis. That is not information that the DRA has readily available to use.  It is something that the municipalities can use as a check to make sure their values are consistent.   

#3 method is one that we have experimented with.  It is a ratio study using values based on mass appraisal model.  DRA is building mass appraisal model and running sales through there to get predictors that we use.   Scott Dickman in our office has put together a program we have used in the field in the monitoring process.  Bob Gagne spoke about this program he said that Mr. Dickman put together this program using excel so it can be used to analyze various towns, but must have enough sales.  The critical thing is to have enough raw data to run these models. Raw data would include a database of all parcels in town, both sales and non-sales, with accurate before and after values.  One of the stumbling blocks of some of the CAMA systems out there  is getting good export of this data that we can rely on to do our study.  Once we have a database we can use, we are filtering that database to any number of strata we want to examine.  Mr. Dickman included a calculation of the change in value, new or old so that testing can be done as to whether a change of value is similar or different for those strata and could include the strata of sales verses non-sales.  With an adequate number of sales it does give us information, although what it means at this point is unclear until sales chasing has been defined.  The other thing we are looking at is the technique of splitting up re-sales to sales that were known when the reval work analysis was done verses sales that were unknown or subsequent sales.  This must be done a few months after the monitoring season then run the routine again and it measures the variability changes that rose significantly in subsequent sales.  Mr. Hamilton concerned about making a blanket assumption that if the values change because it is a sold property that it is sales chasing.  One thing that those revaluations have is an informal hearing process where taxpayers have the ability to come in and talk with the revaluation company and no one knows better the value of their property than someone that has just recently purchased it.  How would you compensate for that?  Mr. Gagne said if a change was made because of that hearing it should be so documented.       He would look at the audit trail and look at the timing of the edit.  Mr. Maglaras said in his experience in municipalities where use of CAMA is a good argument for making sales chasing when you have municipalities who are using classes of properties and adjusting classes of properties value on an annual or biannual basis based on sales taking place in different neighborhoods, but then using computerized mass appraisals to reappraise all of them in the city to bring them up especially specific classes of property.  Mr. Boley said the whole idea of sales analysis is to identify changes in value of sold properties which gives you an indication of what unsold properties should be worth and you have to use sales within the same neighborhood to look at adjustments for a particular neighborhood and look at sales for certain classes of properties to make those adjustments.  You cannot just look at the entire sales in the town that went up 10% and raise everyone else in the town up the 10%.  That would not be acceptable nor would it be a good practice.  Mr. Maglaras said what would he think if this was common practice.  Mr. Boley said if we discover something like that it’s DRA’s responsibility to work with the municipality to get them on the right track.  Mr. Maglaras noted that if ESB is going to be talking about sales chasing that the board should address this aspect of what is happening in a number of communities and thinks it should be addressed, the more computerized and automatic it becomes easier to make these changes.  A discussion ensued.  Mr. Boley noted that while there is a lot that we can do with this method, it is not a quick fix to identifying problems.

#4 This method seems to be the best although not perfect.  It gives us the best general guidance in comparing the change in value in sold properties verses the change in value of unsold properties. There are a couple things we can do right now when we do ratio studies on any town that has gone through revaluation. DRA can take a look at last years ratio and this year’s ratio and determine what that percentage increase is and then look at the local assessed value of last year verses the local assessed value of this year and see what that percentage change is.  What we would be looking for is a situation where a town’s ratio increased from 50% to 100% but the local assessed value only increased 20%.  That would be a pretty clear indication that they have done something to the sales properties that they have not done to their other properties.  Mrs. Kennedy has taken a look at the 2005 towns that have gone through revaluations and in every instance the assessed valuation has gone up by a greater percentage that the ratio increased.  On the surface there does not appear to be any indication of sales chasing going on.  As part of our procedure of ratio study DRA asks the town for current years value and prior years value.  Any time there is a change in the assessed valuation from last year to this year they have to provide an explanation of why that change was made.  And if it is because of new construction or building, they are accepted.  If simply a change in value because they have made corrections to the characteristics we do not accept the new values unless there is a program in place for the towns to review all properties.  That is one check DRA has.  Currently if a town goes through revaluation they are not required to report a prior years assessed valuation, based on the assumption that all values have been updated and we no longer need that old value to question if there is a program in place to change all values or not.  It would be helpful if we continued to ask for two years worth of assessment information for towns that go through revaluations, then we could make that comparison again of the percentage increase in sales properties verses the percentage increase of non-sale properties.  A discussion ensued. Mr. Boley said that DRA wants to do more at looking at reval years to see if they are as accurate as possible.  There is a lot of emphasis on DRA being more pro active with the monitoring and review of the analysis given the situation of Orford with the views and DRA will try to do more to find things up front.  Mr. Petell said the Commissioner upon finding a problem in a town would set up a meeting with himself, the town and the contractor to discuss the situation. Mr. Hamilton’s three step process, A) Testing, (is it happening?) B) Verifying, (that sales chasing actually occurred) and C) Adjusting, (for that kind of activity because in reality what we are looking for is the most accurate valuation in the municipality).  Mr. Hamilton asked how the verification process might work, what happened when we do find that this has happened and how it will affect the outcome of the equalization study?  Mr. Boley said the program Mr. Dickman wrote could be utilized more in the verification process but beyond that he hadn’t thought about the ongoing process.  Mr. Petell said the Commissioner upon finding a problem in a town would set up a meeting between the town and the contractor to discuss the situation.  If nothing happened in result of that meeting he said he thought the BTLA would be the last resort.  There was more discussion.  Mr. Gagne said there are two types of sales chasing, poor practice and ignorance verses deliberate sales chasing. The towns must be educated as to what is appropriate and not appropriate, identify the practices and educate the worst offenders and get them on the right track. There was more discussion.  Mr. Boley suggested that if ESB desires, DRA would work on some ideas for the verification and second stages of what happens when we find these problems.  

Mr.Petell suggested that the board make a motion to have DRA come up with some suggested language for the manual to bring back to the next meeting to look at and take to the forums.  Ms. Fulweiler made a motion to ask DRA to make appropriate language that would go forward as a part of our public information at the public forums later in the year. Mr. Maglaras seconded the motion.  All were in favor. 

Chair Anderson said that at our last meeting, which was not a formal meeting, as we did not have a quorum, he made mention that ASB is going through a process of updating the Assessing Reference Manual which is designed for local selectman and assessors and as a part of that there is a section that deals with ESB and equalization.  Steve Hamilton, Dick Rugg and Rick Vincent agreed to serve on the committee to help draft the language to go into the reference manual.   Chair Anderson thanked them for having volunteered and offered to anyone else the chance to be a part of this committee.  All members who have comments to contact the committee so they can begin to incorporate them into the manual.  The ASB has a sub committee formed and will get them together.  

Next agenda item for the next meeting is #17.  The DRA should further investigate a program to collect and abstract the valuation and other assessment information from each city and town on an annual basis.  This file would serve as the foundation for developing ratios and could be utilized for other analytical purposes, (W & D Recommendation #19) For our next meeting we will spend ½ or 1/3 of the meeting readdressing the sales chasing language and then talk about #17.  

Our next meeting is April 3, 2006 at 1:00.  

Mr. Boley said he has some information on the ASB manual that he has written and will give information to the committee.  Mr. Boley will work with the committee for both ASB and ESB.  Possibly both ASB and ESB committee’s can get together.

Mr. Boley said last year we implemented some changed in the EQ manual on the use of supplemental sales in the ratio studies.  We have a procedure in there that indicates that all towns where we use supplemental sales will have a time trend analysis done to determine if a time trend should be applied or not.  There was nothing in the manual that said who was responsible for doing the time trend so DRA implemented the following procedure for the 2005 Ratio Study, and asked the ESB to endorse it for future use as well.

Recommended addition to EQ Manual

3.10(e)     To evaluate a request from a municipality for an alternate ratio other than the weighted mean as described in 3.10(b), the documentation required will be reviewed by the Director of the Property Appraisal Division of DRA, along with the Division’s Equalization Supervisor, Property Tax Advisor, and Monitoring Supervisor for the area where the municipality is located.

Mr. Maglaras moved to endorse the initiative, which has been undertaken by the DRA.  Mr. Hamilton seconded the motion.

Mr. Hamilton noted that it will be included in the public hearing changes for the fall.

Mr Petell wanted it known that we are notifying the board that we are implementing this now. 

All in favor  

Mr. Boley noted that DRA have looked at about 30 towns with supplemental sales so far and have used time trend in about 2/3 of the cases.  We are seeing as more towns are going through revaluations these small towns are able to establish a reasonable trend.  

Chair Anderson thanked everyone for attending and reminded that the next meeting will be April 3, 2006 at 1:00 at 57 Regional Drive.

Mr. Maglaras moved to close the meeting and Mr. Vincent seconded the motion.   All in favor
	Respectfully Submitted by Mary Tomkiewicz, Clerk

	Property Appraisal Divisions, NHDRA
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