
October 2, 2017

COMMERCIAL REVALUATION –

CITY COUNCIL WORK SESSION



WORK SESSION AGENDA

Update on Revaluation Process & Current Tax Rate

Present Current Tax Base in Historic Context

Respond to “FAQ’s” re: the Commercial Revaluation

Show Trends in Commercial Revaluation

Discuss Options



REVALUATION MEETINGS

April 3rd - Assessor Notifies Council of the Need for Revaluation

August  21st - City Council Revaluation Update

August 29th – 2017 Public Revaluation Forum

September 18th – City Council Revaluation Update

September 26th – City-Wide Neighborhood Committee Forum

October 2nd – City Council Work Session



WHY ARE WE DOING THIS REVALUATION?

New Hampshire Assessing Standard Board Requires:

 Median Assessment Ratio of 90% - 110%

- This is a ratio of the property’s assessed valuation to its market value
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Assessed Property Valuation ÷ 1,000 x Tax Rate = Property Taxes

Median Single Family Valuation

$412,700 ÷ $1,000 x $15.36 (Estimated)

$6,339

PROPERTY TAX CALCULATOR
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“

”

PORTSMOUTH HERALD EDITORIAL, OCTOBER 1, 2017
Reval shines light on Portsmouth’s $109M budget

Thus, the City Council now has a chance to explain 

why residential property owners will shoulder more of 

the city’s budget and many commercial property 

owners will pay less.

Various city officials…have already taken turns 

explaining it, but however factual their explanations 

might be, they’re not convincing residents facing 

higher tax bills.



PORTSMOUTH’S TAX BASE 
How are taxes distributed across property types?



PORTSMOUTH’S 

TAX BASE 

Q:  Are residential and commercial properties taxed at the same rate?

Q:  What are the correct percentages?

Q:  How can taxes paid by commercial properties go down if their values went up?

Net % of Property %

Values net of Value Change Value Tax Property

Exemptions Property Taxes Prior Year Change Change from 2016 Tax Change

Residential 3,106,304,150          47,712,832         546,355,686     21.3% 4,091,310                9.4%

Commericial 2,149,778,004          33,020,590         123,446,688     6.1% (1,508,095)               -4.4%

Utilties 222,362,780             2,941,860           36,938,009       19.9% 229,095                   8.4%

5,478,444,934          83,675,281         706,740,383     14.8% 2,812,310                3.5%



PORTSMOUTH’S 

TAX BASE 

Net % of Property %

Values net of Value Change Value Tax Property

Exemptions Property Taxes Prior Year Change Change from 2014 Tax Change

Residential 2,518,275,864   42,281,851.76     177,951,814       7.6% (78,014)                       -0.2%

Commericial 2,016,983,163   33,865,147.31     346,542,503       20.7% 3,630,171                   12.0%

Utilties 192,583,616      2,788,610.76       20,979,521         12.2% 116,735                      4.4%

4,727,842,643   78,935,609.82     545,473,838       13.0% 3,668,893                   4.9%

Tax Year 2015 Revaluation



TAX BASE:  RESIDENTIAL VS. COMMERCIAL

% of Taxable Parcel Count % of Total Valuation

Total Valuation Parcel Count 

Residential $3,106,304,150 7,195

Commercial $2,372,140,784 1,429

Totals $5,478,444,934 8,624

Total Valuations Net of Exemptions 2017 (FY18)
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PORTSMOUTH’S 

COMMERCIAL 

BASE IS… 

2ND IN THE STATE 

FOR ITS % SHARE 

OF THE CITY’S 

TOTAL VALUATION
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FREQUENTLY ASKED QUESTIONS



FREQUENTLY ASKED QUESTIONS

Q: Why are commercial properties 

paying less taxes than home owners?

A:  They pay the same tax rate at 100% of 

their market value, just as home owners 
do.

The tax levy is derived by the amount of 

expenditures less revenues.  

The tax rate is based on value of all 

taxable properties within the City.  

Total Valuation Parcel Count 

Residential $3,106,304,150 7,195

Commercial $2,372,140,784 1,429

Totals $5,478,444,934 8,624

Total Valuations Net of Exemptions 2017 (FY18)



FREQUENTLY ASKED QUESTIONS
Q: “I don’t quite understand the need for such high tax increases when our city’s budget 

is only increasing by approximately 3 percent.”

A:  

• The City’s FY18 budget actually increased by 1.85% overall.

• The tax levy increased by ~3% due one time uses of revenue in the prior fiscal year.

• This is not a simple calculation.  It is based on a combination of:

• The increase in tax levy, 

• The revaluation, and 

• A resulting redistribution of value.



FREQUENTLY ASKED QUESTIONS
Q: How is it possible that commercial 

values have increased but the taxes 

they pay are going down?

A:  Commercial market values did 
increase but the market for residential 

properties increased more. 

The overall increase in values caused 

the tax rate to decline. 

If commercial and residential market 

values increased at the same rate the 

balance would be the same with little to 
no tax difference from the prior year. 



FREQUENTLY ASKED QUESTIONS

Q: How is all this development (hotels!) 

helping us?  They cost more than they are 

worth!  

A:  From a quantitative view: studies show 

that commercial development more than 
“pays for itself.”

“it’s not what many residents, particularly 

those on fixed incomes, want to hear. It 

offers little comfort and the frustration 

remains.”



Q:  The Hilton sold for $44 

million and is only assessed at 
$19 million – isn’t that proof that 

our commercial values are 

incorrect?

A:  The Hilton sale price 

includes other factors besides 

real estate value.  

The sale price for the real 

estate was $19,400,000 per 

filing at the Registry of Deeds.

Portsmouth NH – 131 rms -
$19,400,500

Manchester Dwtn 126 rms -
$12,392,000

Portland Maine – 120 rms -
$10,717,000



MARKET TRENDS
Why did Commercial Only Increase by 6%?

How is this “Apples to Apples” w/Residential?

What can we learn from observed trends?



FREQUENTLY ASKED QUESTIONS

Q:  How do we know that Mr. Traub’s assessment 

reflects the Portsmouth Commercial 

Market. What is the source of his data? How 

were his factors derived? There seems to be a 

disconnect...

A:  The Uniform Standards of Professional 

Appraisal Practice Manual cites its sources.

This Manual is available on the City’s Website, at 

the Library and the Assessors Office.



DOES THE DATA ALIGN?  HOW?????

SOURCE:  
http://files.cityofportsmouth.com/assessors/2017/20
17USPAP-

COM/CommercialRealEstateBrokersReports.pdf

Source: Portsmouth Resident David Hudlin

Communication to Council, 9/25/18



VACANCY

 SOURCE:  
http://files.cityofportsmouth.com/assessors/2017
/2017USPAP-
COM/CommercialRealEstateBrokersReports.pdf

 Source: Portsmouth Resident David Hudlin 

Communication to Council, 9/25/18



SOURCE:  
http://files.cityofportsmouth.com/assessors/2017/20
17USPAP-

COM/CommercialRealEstateBrokersReports.pdf

Source: Resident Communication to Council, 9/25/18

RENTS/S.F.



Source Data- PW Coopers 1Q-’17 Realtyrates Q1-2017, CBRE End 2016, Net Lease Advisor Class A&B, Other
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Source Data- PW Coopers 1Q-’17 Realtyrates Q1-2017, CBRE End 2016, Net Lease Advisor Class A&B, Other
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ONE ACRE LAND VALUE TRENDS BY NBHD/TYPE

One Acre Assessed Land Value Trends by NHBD/TYPE

NHBHD Location/NHBD 2010 2015 2017 2010-15 % Change 2015-17 % Change

305 Downtown 4+ Story Hotel 2,000,000$     2,100,000$ 2,310,000$ 5% 10%

305 Downtown Waterfront / 305 1,700,000$     1,785,000$ 1,955,000$ 5% 10%

305 Downtown Market Square / 305 1,250,000$     1,575,000$ 1,725,000$ 26% 10%

305 Downtown Low Rise / 305 1,000,000$     1,050,000$ 1,150,000$ 5% 10%

Avg Non-Downtown  60 Unit Motel 900,000$         1,020,000$ 1,020,000$ 13% 0%

303 Woodbury Retail / 303 930,000$         930,000$     1,000,000$ 0% 8%

302 Islington / 302 444,000$         480,000$     576,000$     8% 20%

Avg Apt Land w 12 Units 460,800$         508,800$     556,800$     10% 9%

304 DT Peripheral /304 480,000$         480,000$     530,000$     0% 10%

302 Lafayette /302 370,000$         400,000$     480,000$     8% 20%

301 Industrial/2ndry Commercial / 301 200,000$         220,000$     260,000$     10% 18%

306 Tertiary Commercial / 306 200,000$         200,000$     220,000$     0% 10%

Average 827,900$         895,733$     981,900$     8% 10%

Note: 

1/2 Acre at 70% of an acre

1/4 Acre at 50% of an acre

1/8 acre (5,445 SF) at 35% of an acre

LAND VALUE TRENDS



WHAT OPTIONS DO WE 

HAVE?



Q:  We are frustrated!  What can we 

do to change things?

A: Petition the NH Legislators:

 1)  Enable the City to get its fair 

share of Rooms and Meals tax

 2)  Consider a Homestead 

Exemption

 3)  Give Assessors the same 

income and expense 

information that commercial 

appraisers have

 4) Consider other ways to 

generate revenue in addition 

to local property taxes



 Q:  “Regardless of whether City officials can calmly explain the revaluation 

follows legal mandates and can point to an experienced commercial 

revaluation consultant, it is nonetheless looking like a broken and unfair 

system.”

 A: Petition the NH Legislators!

 Consider other ways to generate revenue in addition to local property 

taxes!



Q:  Can We Simply Use the Valuation Prior to the Revaluation and Raise the 

Tax Rate Accordingly?

A: No.

DRA has advised us that this is neither recommended nor “technically 

achievable,” and taxes would increase disproportionately to market value.  

We would knowingly be presenting values that are disproportional to each 

other.  Appeals would increase, and that is clear from 2016 abatements. 



Q:  Should we do an Audit of Commercial Values?

A: No. For several reasons:

 The revaluation is monitored and overseen by the Department of Revenue.  

We await their review

 We have an experienced Assessor who also reviews the revaluation

 We have not seen any evidence that the values are not representative of 

market value, despite the frustration of taxpayers

 It would be timely and expensive



DISCUSSION



THE INCOME APPROACH TO VALUE



INCOME APPROACH TO VALUE

Income Approach to Value

Industrial Property Units/SF Rent/SF Total

Potential Gross Income 53,874     x 6.06$                       = 326,476$       

Vacancy Allowance 5% (16,324)$        

Effective Gross Income 310,153$       

Expense Ratio 11% (34,117)$        

Net Income 276,036$       

Divided by The Cap Rate ÷ 7.50%

Indicated Income Value (rounded) 3,680,000$    



COST APPROACH TO VALUE

Cost Approach to Value

Size/SF Adj Price per SF Total

Land Value 204,732   4.7755$                  977,700$       

Building Value

Building Replacement Cost New (RCN) 3,177,500$            

Depreciation (Age 1995 Condition Avg.) -18% (572,000)$               

RCN Less Depreciation 2,605,500$            2,605,500$    

Paving 31,500$          

Indicated Cost Value 3,614,700$    



SALES APPROACH TO VALUE

Comparable Sales Approach

Total

Units/SF 53,874            (a)

Actual Sale Price per SF 64.50$            (b)

Actual Sale Price 10/24/16 3,475,000$    (a x b)

Final Assessed Value 3,614,700$    

Assessment to Sale Ratio 1.04%

Previous Assessed Value 3,376,400.00$       

284-2



CHANGE IN EQUALIZED VALUATION
Equalization is the process of equalizing local assessed values for 

each NH municipality in order to bring the values to 100%. 


