EQUALIZATION STANDARDS BOARD                                                          MEETING

              MINUTES OF MARCH 22, 2004

APPROVED

Location: 57 Regional Drive

Board Members:

William Ingalls, Chairman

Sen. Clifton Below, Vice-Chairman (absent)

Sen. Robert Flanders (absent)

Rep. Eric Anderson

Rep. Thomas Gillick

G. Philip Blatsos, Commissioner, DRA 

George Maglaras 

Guy Santagate (absent)

Richard Rugg 

Robert Estey

Dr. Colleen Brickley (absent)

Joyce Fulweiler 

Paula Adriance (absent)

Members of the Public Attending:

Barbara Reid, Asst. Commissioner, DRA

Bob Boley, DRA

Barbara Robinson, DRA

Guy Petell, DRA

Linda Kennedy, DRA

Val Berghaus, DRA

Judy Silva NHMA

Dean Michener NHSBA

Chairman Ingalls officially called the March 22, 2004 ESB meeting to order at 9:20 a.m.   

There was no quorum and the meeting was opened for discussion.

Rep. Thomas Gillick was welcomed to the Equalization Standards Board.  He is replacing Rep. Betsey Patten who has stepped down from the Board.

Chairman Ingalls said he would compose a letter to Rep. Patten thanking her for her services.

The Board continued the discussion of “Sales Chasing” from the last meeting.  It was determined that the DRA needed guidelines from the Equalization Standards Board for “Sales Chasing”.  Mrs. Kennedy explained what the DRA does right now in Equalization regarding “Sales Chasing”.  The DRA requires municipalities to explain why assessments changed from one year to the next.  For those assessments that change for no other reason than data change as a result of an inspection and their reasoning is they found something such as someone didn’t have a building permit, DRA goes back to the town and asks did they change just the sold properties.  If changing just the sold properties DRA has three options:  Leave it in, take it out, or use the prior year.  Right now DRA uses the prior year.  If municipalities are reassessing unsold properties as part of a reassessment plan (for example: 25% per year) as well as sale properties the current years assessment will be used.  

Chairman Ingalls said everything is now geared toward encouraging cycles and maintenance he said Mr. Petell made a good point at the last meeting. If a town has done a complete measure and list in the last 5 years then you could perhaps use the changed ratio if you made a physical error or physical change.  This is because the changes are representative of the community.  Mrs. Kennedy asked about towns that have not done a full revaluation but do annual updates every year, do they have to be a full measure and list?  Chairman Ingalls said probably not.  If doing a good job at maintenance it does not have to be held to a full measure and list and would be allowed to use those numbers. 

Mr. Maglaras brought up a question after speaking with Sen. Green regarding the variation.  They are reassessing a quarter of the town and is the tax fair and equitable when the people are taxed on that quarter, and not elsewhere. 

Chairman Ingalls said there is a clear distinction between the update of 20% to 25% of the town reverifying the physical information, and not raising the northeast quarter of town 20% because the market says so.  It should be done randomly all over town.  

Mr. Boley added that there is a great deal of misunderstanding.  We do not know of any municipality that is reassessing a portion of a town only, in any given year.  They are updating characteristics of the community on their system.  When they update, they are updating the entire town.  Regarding the sales chasing when a town goes through 20% to 25% every year, they are looking at all their characteristics in a systematic manner so the changes made to their sale properties are reflective to what they are doing to the whole town.  If they have gone through a recent measure and list, you can presume a certain amount of accuracy in that and so the next year they update some characteristics it would be appropriate to use those new values.  It is important to look carefully at the volume of changes.  In a maintenance cycle a larger change would be accepted.  If 100 property’s sold and 7% or 8% changed it would be ok but if 50% changed then it should be looked at. 

Commissioner Blatsos suggested that all sales chasing be carefully documented and brought back to Equalization Standards Board for review.  

Mr. Petell responded to Ms. Fulweiler’s question of how do we know if the municipalities are doing the maintenance?  DRA gets a copy of all the contracts, either full reval or partial reval or statistical updates.  DRA also get a copy of all maintenance contracts so we know what every town or city is doing in this state every year.  The only variation we get into is if they do not complete the contract and we get this only on a very limited basis. He said if a town has reviewed at least 50% of the properties in the last 3 years and does not exceed, under equalization, a certain amount of changes based on material errors and data corrections they should be allowed to use those figures.  This would be an example of a guideline.

Mr. Boley said guidelines need either a number of years or a percentage of sales or a combination.  Include the sales if the town has a program to review measure and list over last                                 5 years or less or done at least 50% over the last three years and no more than 10% of the sales showing corrections or changes.  If a maintenance program is not in place after three years after a measure and list the DRA would use the previous years ratio.

Rep. Anderson arrived making a quorum at 10:00 a.m.

Chairman Ingalls said the ESB should deal with what they feel are legitimate changes.  A discussion ensued on how changes could be tracked and reported.

It was noted by Com. Blatsos that the guidelines that the board was discussing are for the 2005 Equalization Manual.

Mr. Boley said the primary issue we are asking the Equalization Standards Board to deal with is what to do where the changes are made due to the updated characteristics to the property.  Not the other reasons.  We know the changes are being made for building permits and we know the changes are made for computer updates. These are not a problem or an issue with DRA or the towns.  The issue that we need assistance with is what to do about when the town is changing the characteristics of the property because of the property has been reviewed.  We would use the current years values if they are looking at least 20% of the properties a year sold or unsold and made characteristic corrections or they have done at lease 50% inspections in the last 3 years and those changes don’t reflect more that 10% sales of the study.  All these other issues are really not a problem. 

Ms. Fulweiler had to leave at 10:30 and there was a quorum the board reviewed the February 9, 2004 draft minutes.  Mr. Estey moved to approve the minutes and Rep. Anderson seconded the motion.  The date on the first and second page was noted by Ms. Silva to be Dec. 19, 2004 and should be 2003.   Seven adopted the motion with amendments with one abstention.   

Commissioner Blatsos moved to have Chairman Ingalls compose and send a letter to Rep. Patten to thank her for her services on the board and Ms. Fulweiler seconded the motion.  All approved the motion.

Mr.Boley suggested, criteria that we would use the new values when a town is updating as a change of value in a new year due to review and updated characteristics under the following circumstances.

1) The municipality is currently implementing a plan that reviews at least 20% of all properties both sold and unsold characteristic update each year and parenthetically has at least 50% done with that project, or

2) The municipality has inspected at least 50% of their property for characteristics updates               in the last 3 years, and

3) The number of sales properties reflecting these changes is no more than 10% of the total valid sales in the ratio study.   

Chairman Ingalls reviewed the above adding 

4) If none of these apply we use the previous year.

5) DRA should report back to ESB regarding the use of the above rules.

Chairman Ingalls requested these guidelines be drafted formally for the next meeting.

Mr. Estey worries about the questions that are not addressed such as building permits, zoning etc. when we take this to the public.  Mrs. Kennedy cited from the Equalization Manual …3.05.04 (d) The DRA recognizes assessments may change for numerous reasons. Examples include but are not limited to: (1) Municipal property tax abatements; (2) Court-ordered abatements; (3) Data corrections for both land and buildings; and/or (4) Market changes. …

Mrs. Kennedy said perhaps we could expand upon this.  Under date court ordered abatements add building permits, zoning permits, zoning changes, infrastructure changes, approved sub division plans, approved conversions.  Mrs. Kennedy said statistical updates for partial revals will be inserted under examples included but are not limited to: revaluations partial revaluations and statistical updates.  Chairman Ingalls wants market changes and statistical updates together.

The Board continued on with the Equalization Standards Board Recommendations Regarding Equalization Procedures.

#10 The Equalization Standards Board shall continue to investigate the need for further requirements on minimum and preferred sample sizes. (W&D Recommendations #7) 

Mr. Estey said we need statistics for an ongoing report to look into in future years.

#11 The Equalization Standards Board and the Department of Revenue Administration shall encourage the formation for cooperative assessment district that would enable small towns to increase the number of sales available for ratio study analysis, as well as improve the quality and efficiency of mass appraisal administration in general. (W & D Recommendation #10)

Chairman Ingalls said certain areas in the state that do not have a lot of sales, we can see what is going on there and maybe this could help us determine what districts could be made. 

Com. Blatsos asked if we could go back in time and see a trend in sales reviews over the last few years.   Asst. Com. Reid said, we could go back and get a summary of how many towns had fewer than 20 valid sales and what we did with each one of those towns.  In some of those if we had less than 20 sales they would go back beyond 6 months in some of them if that did not give them enough then they would look at the ratio in nearby towns or if they were in a corporative school district.  Chairman Ingalls said that dealing with those communities could lead us to what districts could be created, if we had this information all at once.  This could lead us to see if we could suggest making assessment districts.  Com. Blatsos said if we could go back multiple years it will tell you the dimensions of the problem.  Mrs. Kennedy said she could get a table done this summer that will show every single town and all the sales that we have used in the past few years.  

Chairman Ingalls made it clear that none of this is required for the next meeting as it is a recommendation for the future.

#12 The Equalization Standards Board may investigate in future years the use of a random sampling of ratios to reduce the number of samples in a study where an excessive number of candidate sales exist in a given jurisdiction. And the Equalization Standards Board may investigate in future years the possibility and feasibility of random sampling of large numbers of candidate sales that provides for representative sampling based upon property characteristics. (W & D Recommendations #11 & 15)

Mrs. Kennedy said we used to do random sampling when we did everything manually, but after we became computerized and at the request of a lot of cities, we currently use every sale.    If implemented properly, is the benefit from a labor point of view worth it?  Mrs. Kennedy said that since everything is computerized she is not sure that it is.  Chairman Ingalls does not feel this recommendation is necessary. Mrs. Kennedy said with the resources we have now we are making it work.  Mr. Estey had two comments.  #1 any study you read on samples requires the samples to be random, and this is not random. #2 He would like to see a time when we could work towards making or insuring that equalization surveys are as representative as they can be to the community and just using the sales as they occur is not doing that.  There may not be a solution.  This can be looked into over time.  Chairman Ingalls said perhaps the importance of this would become more apparent in another couple of years if we have more challenges from the towns.  It was decided to review this recommendation over the years.  

#13 The Equalization Standards Board endorses the Department of Revenue Administration’s practice of generally not using supplemental appraisals in their ratio study samples.  The Equalization Standards Board shall consider recommending legislation to amend RSA 21-J:9-a lll.  (W & D Recommendation #12)  After a short discussion it was determined that this recommendation was completed, and will not appear again.

#14 The Equalization Standards Board shall investigate criteria to be used in testing for sales chasing.  (W & D Recommendation # 16)  Mrs. Kennedy will have the 4 W & D tests 3 of which are computer generated for the next ESB meeting.  These tests help in determining extreme sales chasing.

#15 The Equalization Standards Board may investigate the need for time trending of sales prices.  (W & D Recommendation #17)  This recommendation the Board decided to look into at a future date.  

#16 The Equalization Standards Board may investigate the identification of the 10 largest taxpayers in each town or city for the purpose of determining if any should be evaluated individually for indirect equalization, due to their significant contribution to the overall valuation of the town of city, (W & D Recommendation#18) After a short discussion it was determined to leave this recommendation for future study.

#17 The Department of Revenue Administration 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)  This recommendation was determined to be a very big and costly project.  Many town assessments are on the web.  In the past anyone could look up information by going to town hall.  Now anyone can get information from the Web.  Will this lead to more restrictive information in the future?  It was decided to leave this for future consideration. 

Mr. Estey brought up a letter he received regarding date of deed vs. date of recording in the sales ration study/survey.  He thinks it merits a discussion in the future.  There should be some parameters.  Mrs. Kennedy said ratio year for sales recorded at the registry is October 1 through September 30.  Chairman Ingalls will forward the letter by email to the clerk to forward on to the board members for discussion at the next meeting.

There was a short discussion on how to get better board attendance.  It was noted that NH School Board Association may nominate someone in the near future.  Chairman Ingalls said to send out another questionnaire to board members, to see if Monday morning is still a good time to meet?

Mr. Petell said we should look into Dick Rugg’s position on the Board.  Will he still be able to sit on the Board even though he no longer works with a town with population less than 5000?   Chairman Ingalls said he would follow up on this question.

Mr. Petell will update, before the next meeting, the information he passed out today regarding the Active Town Revaluation and Maintenance Contract List

For next meeting we will revisit the abbreviation list

Letter discussed that Mr. Estey received.

Rep. Gillick moved to close the meeting. Rep. Anderson seconded the motion.  The motion passed unanimously.

The next ESB meeting will be April 19, 2004 at 9:00 a.m. at Community Services Division.

Respectfully submitted,

Mary Tomkiewicz, Clerk

Community Services Division, NHDRA

57 Regional Drive

Concord, NH 03301

Phone 271-2687 or 3397

Fax    271-1161

mtomkiewicz@rev.state.nh.us   
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