DISCUSSION OF THE

EQUALIZATION STANDARDS BOARD

WITHOUT A QUORUM

Approved as Amended

	DATE: December 13, 2007
	TIME: 1:00 p.m.

	LOCATION: Training Room, 57 Regional Drive, Concord NH

	BOARD MEMBERS:
	

	Senator Betsi DeVries - Absent
	Senator John Gallus - Absent

	Representative Peyton Hinkle
	Representative Peter Schmidt 

	G. Philip Blatsos, Commissioner – Appointee Guy Petell
	Colleen Brickley, Public Member – Absent

	Robert Estey, NHAAO
	Joyce Fulweiler, Public Member – Absent

	Robert Gagne, NHAAO
	George Maglaras, NH Assoc. of Counties – Absent

	Dean Michener, NH School Boards Assoc. - Absent
	Richard Rugg, Public Member – Absent

	Kathryn Temchack, LGC – Absent
	

	MEMBERS of the PUBLIC:

	Linda Kennedy, NHDRA
	Robert Boley, NHDRA

	
	

	
	


Mr. Petell opened the meeting asking the board how they wanted to proceed with the meeting and that he was filling in for the Commissioner; the board does not have a quorum but business will be discussed.  Mr. Petell reviewed a proposed agenda.

2007 Forum Question Results

Mr. Petell reviewed some of the questions from the forums indicating the answers are mostly technical and answers weren’t given during the forums.  Board members reviewed the attendance numbers from the forums.

Mr. Estey asked about question number four from the Colebrook summary.  Mrs. Kennedy stated she believes the question relates to some towns having low ratios versus high ratios.  Mr. Petell stated for the record every municipality has been revalued or had values updated over the last four to five years.  Mr. Gagne stated every municipality has met the ASB ratio guidelines at least once during the last five years.  Mrs. Kennedy stated it is the market sales that are now driving the ratios versus bad assessing practices.

Mr. Petell asked if the board clerk should email the questions to board members for answers to be reviewed at a later date.  Board members appeared to accept the request but felt some of the questions could be answered with one sentence and others could not be answered by the ESB at all.  Mrs. Kennedy asked if she could draft some answers for board members to review and approve for a forum response?  Mr. Petell stated that was similar to what had been done for the ASB questions.  Representative Schmidt stated there were questions at the ASB meeting that weren’t answered and stated some questions were not appropriate to answer.  Mr. Petell agreed but would leave it up to the attending board members to determine how to proceed with getting the questions answered.  Mr. Gagne felt it was an appropriate action to have Mrs. Kennedy draft some answers.  

Mr. Estey stated maybe there weren’t many questions asked in the southern tier because many are used to the effect of different selling factors where the north country is only just recently seeing an influx of people buying and who are willing to pay significant prices for a beautiful view.  Mr. Gagne stated in Manchester there would be a number of properties that would increase in values if views were removed because they have negative values.

Mr. Petell stated the DRA would draft some answers to the questions and send them out to the board for review and comment at the next meeting.  The board members agreed with the decision.

Mr. Gagne asked if the ASB has set a date when they will complete and send out their answers.  It was stated their next meeting is January 25, 2008 where they would continue to review the responses.  Representative Schmidt stated the ASB has set their 2008 schedule for the fourth Friday of each month through June.

Proposed ESB Discussion Topics

Mr. Estey asked if the ESB wants to address the representativeness of the sales sample and equalizing by property class.  Mrs. Kennedy stated she has completed something like that for Nashua, when a difference had been seen.  Mr. Boley stated it is currently in the Equalization Manual as long as the ratio doesn’t overlap, including the confidence interval and it also requires the municipality to provide additional information that they might not have.  Mr. Estey stated if they overlap then using the same ratio is fine and if on a five year revaluation cycle the only time it might not happen is in the last year.  Mrs. Kennedy stated it is bringing the strata closer together.  Mr. Estey asked about the representativeness of sales; for example my municipality has a high number of condo sales, which are residential, but the condo sales are not necessarily representative of regular residential home sales.  Mrs. Kennedy stated she was okay with having the discussion but wanted to make sure there were solutions and wants to make sure that what the ESB decides to do with the process is something that can actually be done.  The DRA is not in a position to complete individual supplemental appraisals on properties that might not have any sales.  Mr. Boley stated statistics are provided to assist with the issue.  Mrs. Kennedy stated in representativeness on properties the municipality could request to have sales removed if they believe there are too many sales in one type of property category.  There is a process, but it may need to be clarified to determine what the qualifications would be if situations are found.

Mr. Petell asked if there is anything else the ESB should be addressing, strengthen, or review?  There were no answers from board members.  Mr. Estey stated that is the hard part of getting a quorum because there isn’t a lot for the board to review.  

Board Administration

Discussion took place about whether the ESB should be combined into the ASB, if it should remain its own board, or if the size of the board should change.  There was agreement to keep the ESB its own board because of the types of issues they have to deal with.  

Mr. Petell reviewed the legislation to reduce the size of the quorum to five attending members.  Mr. Boley stated there is an exception to the quorum of five, and that is the need for changes to the manual that will need a regular full quorum.

Mr. Petell reviewed the need for an annual legislative report.  Mr. Petell stated he spoke to Mr. Hamilton about drafting up an annual report, as the previous board chair.  Mr. Estey asked to have the 2006 annual report distributed to ESB members for review and possible drafting of the 2007 report.

Mr. Petell stated the board needs a permanent chair.  Mr. Estey stated he would volunteer to be chair of the ESB.  A quorum of the board will be needed in order to vote for a new chair, allowing the chair pro-tem, Senator DeVries, to step down.  

Mr. Estey asked if there were changes to the manual in 2007.  The answer was there were no changes, but the remaining W&D recommendations needing review, were reviewed.  

Mr. Boley stated as an upcoming task the ESB may review what steps can be taken internally that could help identify the sales chasing issue.  The issues with sales chasing is less of an issue now than five years ago with the more frequent revaluations.  There are new IAAO standards that the minimum COD should be 5 and it states there is unnecessary work that is taken to get below that number.  If it is being reached without a lot of additional work then maybe there is a problem.  Board members discussed the level of the COD and when the statistics are calculated.

Mr. Boley stated the DRA might come up with additional items to review.  Mr. Petell stated there might be steps that can be completed on the revaluation monitoring side that address a possible sales chasing issue.  Mr. Estey stated it might be interesting to discuss when things should be taking place and when they shouldn’t to further define what could be considered sales chasing; and it might be considered during the ASB revocation discussion under ethics.  Mr. Boley stated research through the IAAO has shown there are no states with a definition of sales chasing.  

Mr. Estey stated additional concern is coming with the IAAO recommendation of classes that might be needed for assessor certification.  There are concerns with who and what would be penalized and who would be responsible for determining the penalties.  Mr. Boley stated if a property is reviewed and errors are found they should be corrected, and it doesn’t mean it is sales chasing.  Error corrections are not a change in the base values and there are situations where you wouldn’t include the property corrections in the ratio study.  Mr. Estey stated there should be a valid method of reporting the information and the ESB could look at that.    

Mr. Petell asked if there was anything else the board should discuss.  Representative Hinkle asked if anyone would comment on the current real estate market.  Mr. Petell stated he believes there is confusion with the reports being presented; the prices are not dropping, but it is a dropping of the number of sales taking place and the time it takes for property to sell.  This is causing a drop in the amount of money collected from the Real Estate Transfer Tax.  Mr. Estey stated the Hampton and seacoast area had some very high selling prices, and now the excessive prices are beginning to drop and come back more to normal.  Mr. Estey stated he is seeing a 10% reduction in price but is seeing a 20% to 25% decrease in the total number of sales.  Also being found is many people are removing their houses from the market because of the number of houses that are on the market.  

Mr. Petell asked about the foreclosure market.  Mr. Estey stated it has increased and shows a drop in prices, but those are not market sales and gave an example of what he is seeing with a transfer of a property from the buyer at $350,000.00 being given back to the bank for $275,000.00 and the bank reselling the property at $225,000.00.  Those are not the definition of valid arms length sales, but taxpayers want those sales to be included in the hopes of reducing their assessments thinking it will reduce the amount of tax they are paying.  Mr. Estey stated the 2008 ratio season might be rough with the way the market is going.  

Mrs. Kennedy stated EQ is looking at an increase of foreclosures and it is the highest number since 1997, but it’s not as bad as the when the market dropped before.  There is also a decrease in the total number of sales.  Representative Schmidt stated he’s had conversations with a broker and what is happening with the sub-prime market.  Discussion took place about what is happening with mortgage companies and the sub-prime market from purchases over the last three years.  Mr. Estey stated what is happening now is a market correction.

Mr. Boley stated this was discussed at the IAAO and they felt it was the pressure being put onto the banks and savings and loan stating they wouldn’t get work if the appraisers didn’t put the values where the banks and savings and loans want them.  Discussion took place about ethics.

Representative Hinkle asked about rental rates dropping for commercial or industrial property.  Mr. Gagne stated they are remaining fairly stable; construction is continuing.  Mr. Estey stated there could be a problem if the consumers start to cut back.  

Mr. Gagne stated Manchester is seeing a shift from commercial rental to commercial condos, where they are an owner occupied businesses.  Mr. Estey stated in Hampton there has been little growth in the commercial business, but growth has been seen in the last five years has been in the medical field.

Adjournment

Representative Hinkle asked to adjourn at 2:15 p.m.  Board members agreed.

	Next Meeting:  January 11, 2008 @ 9:30 a.m. - 57 Regional Drive, Concord NH

	

	Respectfully Submitted, Dawn Wirkkala, Clerk

	NH Dept of Revenue Admin. - Property Appraisal Division
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