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ANALYSIS of TAX BURDEN SHIFTING from RESIDENTIAL
to COMMERCIAL, INDUSTRIAL, & PERSONAL PROPERTY (CIP)

Town of Foxborough

Value Tax Rate Tax
No Classification
Average Residential 370,566 11.79 4.368.97
Average CIP 690,998 11.79 8,146.87
1% Shift in Burden
Average Residential 370,566 11.75  4,354.15
Average CIP 690,998 11.91 8,229.79
2% Shift in Burden
Average Residential 370,566 11.70 4,335.62
Average CIP 690,998 12.03 8,312.71
3% Shift in Burden
Average Residential 370,566 11.66 4,320.80
Average CIP 690,998 12.14 8,388.72
4% Shift in Burden
Average Residential 370,566 11.61 4,302.27
Average CIP 690,998 12.26 8,471.64
5% Shift in Burden
Average Residential 370,566 11.57 4,287.44
Average CIP 690,998 12.38 8,554.56
10% Shift in Burden
Average Residential 370,566 11.35 4,205.92
Average CIP 690,998 12.97 8,962.25
15% Shift in Burden
Average Residential 370,566 11.13 4,124.40
Average CIP 690,998 13.56  9,369.94
20% Shift in Burden
Average Residential 370,566 10.91 4,042.87
Average CIP 690,998 14.15 9,777.62
25% Shift in Burden
Average Residential 370,566 10.69 3,961.35
Average CIP 690,998 14.74 10,185.31
30% Shift in Burden
Average Residential 370,566 10.47 3,879.82
Average CIP 690,998 16.33  10,593.00
35% Shift in Burden
Average Residential 370,566 10.25-  3,798.30
Average CIP 690,998 15,92 11,000.69
40% Shift in Burden
Average Residential 370,566 10.03 3,716.77
Average CIP 690,998 16.561 11,408.38
45% Shift in Burden
Average Residential 370,566 9.81 3,635.25
Average CIP 690,998 17.10 ° 11,816.07
50% Shift in Burden
Average Residential 370,566 9.59 3,553.72
Average CIP 690,998 1769 12,223.76

% Change

0.00%
0.00%

-0.34%
1.02%

-0.76%
2.04%

-1.10%
2.97%

-1.63%
3.99%

-1.87%
5.00%

-3.73%
10.01%

5.60%

15.01%

-7.46%
20.02%

-9.33%
25.02%

-11.20%
30.03%

-13.06%
35.03%

-14.93%
40.03%

-16.79%

" 45.04%"

-18.66%
50.04%

$ Change

(14.82)
82.92

(33.35)
165.84

(48.17)
241.85

(66.70)
324.77

(81.52)
407.69

(163.05)
815.38

(244.57)
1,223.07

(326.10)
1,630.76

(407.62)
2,038.44

(489.15)
2,446.13

(570.67)
2,853.82

(652.20)
3,261.51

(733.72)
~3,669.20

(815.24)
4,076.89
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FOCUS

on Municipal Finance

The Tax Levy

by Debbie Wagner and Terry Williams

The tax levy is the revenue a community
raises through real and personal prop-
erty taxes. Property taxes are levied
against all non-exempt real and per-
sonal property, which is classified into
residential, open space, commercial,
industrial or personal property classes.
The tax rate is expressed as dollars per
thousand doliars of the property valua-
tion. These tax rates apply singly to all
property classes in a municipality or are
“split” between residential/open space
and commercial/industrial/personal
property.

The property tax levy is the largest
source of revenue for most communi-
ties. Other revenue sources are state
aid, local receipts, and other available
funds, such as free cash and stabiliza-
tion funds. White the levy is the largest
source of revenue for cities and towns,
there are vast differences in the level of
contribution to the total budget of com-
munities in Massachusetts. Statewide
in FY03, the levy was responsible for
an average of 50.8 percent of munici-
pal revenue, but varied from almost 84
percent in Alford and Dover to only 15
percent in Lawrence. This is because
formulas for the distribution of state aid
generally are weighted to give greater
assistance to communities with lower
property wealth and incomes.

The Effects of Proposition 2/
Proposition 2% is a law that places two
constraints on the amount of the tax levy
that can be raised by a city or town and
how much the levy can be increased
from year to year. These constraints are
called the levy ceiling and the levy limit.
The levy ceiling is determined by multi-
plying the total full and fair cash value
of all taxable real and personal property
in a community by 2.5 percent. The levy
ceiling may change annually as prop-
erty is added or deleted from the tax
rolis and due to adjustments for market
value fluctuations. Secondly, and more
importantly, is the levy limit, which is the
maximum amount that a community
can raise through taxation in any given
year. The levy limit must be below, or at
most equal to, the levy ceiling.

The following is the levy limit calcula-
tion: Prior Year's Levy Limit x 1.025 +
New Growth = Current Year Levy Limit

The levy limit is increased from year to
year as long as it remains below that
year’s levy ceiling. Each year, a commu-
nity’s levy limit automatically increases
by 2.5 percent over the previous year's
levy limit. New growth is defined as a
calculation of the net increase in munic-
ipal property values because of new
construction/subdivision or return of ex-
empt property to the tax roles. A com-
munity is not obligated to tax to the
limit annually. The difference between

FY2003 Quarterly vs. Semi-Annual Tax Billing

Number of FY2003

communities tax levy
Quarterly communities with split tax rate 79 $4,700,127,419
Quarterly communities with single tax rate 143 $2,311,144,714
Total quarterly communities 222 $7,011,272,133
Semi-annual communities with split tax rate 21 $ 499,075,192
Semi-annual communities with single tax rate 108 $ 983,673,788
Total Semi-annual communities 129 $1,482,748,980
Total communities 351 $8,494,021,113

Table 1

the actual tax levy and the levy limit is
called excess capacity.

Proposition 2% does, however, allow a
community o increase its levy limit
through the passage of an override
and exceed its levy limit, or levy ceiling,
through passage of a debt or capital
outlay expenditure exclusion.

Prior to the passage of Proposition 2%,
there was no limitation on the amount of
taxes that could be levied by a commu-
nity. Municipal budgets were, therefore,
expenditure driven. The limitations im-
posed by Proposition 2% have caused
municipal budgeting to be a revenue
driven process. This is illustrated below.

Tax Levy Trends

Prior to Proposition 2%z:

Total Municipal Budget - State Aid
— Other Available Sources — Local
Receipts = Tax Levy

After Proposition 2¥z: Tax Levy +
State Aid + Other Available Sources
+ Local Receipts = Total Municipal
Budget

In Massachusetts, over the past 10
years, the total tax levy has increased
61.8 percent as illustrated by the top
line of Figure 1. Taxes on residential/
open space property increased 69.5
percent in the 10-year period from
1993 to 2003 while commercial, indus-
trial and personal property saw an in-
crease of 46.7 percent. The percent-
age of taxes derived from the various
classes of property has shifted during
this period, becoming more reliant on
residential and open space property
classes. The residential sector com-
prised 66.73 percent of the total tax
levy in 1993, while taxes in commercial,
industrial and personal property classes
made up 33.27 percent.

continued on page Six
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Municipal Relief Act

continued from page three

Massachusetts Total Tax Levy, 1991-2003
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Figure 1

Today the residential/open space por-
tion provides 69.84 percent and the re-
maining classes have fallen to 30.16
percent of the total tax levy. This shift is
occurring for two reasons. Residential
parcet counts have increased about 5
percent over the past 10 years while
commercial/industrial property counts
have remained constant. At the same
time, residential valuations have in-
creased at a faster rate than rates in the
commercial, industrial, and personal
property sectors.

Quarterly Tax Billing

Another aspect of the tax levy is the
ability of a community to adopt quar-
terly tax billing (M.G.L. Ch. 59 Sec.
57C) in place of semi-annual billing.
Since 1990, 222 (or 63 percent) of the
351 communities in the state have ac-
cepted this provision. Those municipal-
iies had a combined levy in FYO3 of
$7,011,272,133 (or 82.5 percent) of the
total $8,494,021,113 property tax levy.

This can be an attractive option for
many cities and towns because it re-
sults in a more even cash flow, and con-
sequently reduces the need to borrow
in anticipation of tax receipts. Communi-
ties taking advantage of this option
tend to be larger ones, which accounts
for the fact that they levy a greater per-
centage of the total.

“Shifting” the Tax Burden

Larger communities, or those with an
appreciable percentage of commercial
and industrial property, often take ad-
vantage of the annual option fo shift a
larger portion of the levy to that seg-
ment. This gives the residential owner
a lower bill than if the tax rate was as-
sessed equally to all classes. A review of
the FY03 tax levy shows that 28.5 per-
cent of communities have shifted the tax
burden or “split” the tax rate as shown
in Table 1. Those cities and towns make
up over $4.7 billion or 55 percent of the
$8.5 billion statewide property tax levy.

Table 2 compares tax levy information
for Y02 and FYO03 in each community.
Statewide the total tax levy increased
by nearly one-half billion dollars or 6.12
percent over FY02. Four of the commu-
nities added to their tax levy more than
25 percent (Monroe, Dunstable, Peter-
sham, and Aquinnah). Another 48 ap-
proved increases of between 10 and 20
percent. Large increases such as these
tend to occur in communities that have
levied property taxes below the levy
limit and then in the subsequent year,
assessed additional taxes to the limit
without the necessity of a ballot vote.
On the other hand, some of these larger
increases could have resulted from
successful override or debt/capital out-
lay expenditure exclusion votes. B
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Focus on Municipal Finance

Fiscal 2008 Average Single-Family Tax Bills
and Assessed Values

Amy Januskiewicz and Terry Williams, Field Representatives, Bureau of Accounts
Introduction & Highlight by Jared Curtis, Analyst, Local Aid/Databank

Did you know that the state average
single-family tax bill has increased
every year since fiscal year 19907 Un-
fortunately, that has not been the case
for the state average value of a single-
family home. During the early 1990’s
and again in FY2008, the average value
decreased. During times of economic
downturn (1992 to 1994) the average
value dropped over $13,000. The aver-
age value saw — for the first time in a
decade — a slight decrease again in
FY2008. Even though the values de-
creased in FY08, between FY1999 and
FY2008 the average value has actually
increased by 132.6 percent; while, dur-
ing the same time period the average
tax bill has increased 60.8 percent.

This article reviews FY2008 single-fam-
ily tax bills and property values across
the commonwealth. As in previous
years, this article ranks communities
statewide. it also highlights some major
trends and discusses the impact on
single-family tax bills. The analysis is
based primarily on FYO8 data as re-
ported by local assessors o the De-
partment of Revenue’s Division of Local
Services (DLS).

Average single-family property tax bills
are calculated by summing the as-
sessed value of all single-family parcels
in each community, then dividing this
total by the number of parcels resukiing
in the average single-family property
value. This average value is then divided
by one thousand (since tax rates are per
$1,000 of assessed property value) and
muttiplied by the residential tax rate.

The 14 cities and towns that have
adopted a residential exemption are
excluded from this analysis because
they do not submit sufficiently detailed
data to DLS to determine their average

tax bills. Four communities (Cumming-
ton, Gosnold, Middlefield and Rich-
mond) had not set rates in time for this
publication, and were, therefore, also
excluded from this analysis.

Statewide Trends

Tax Bills

As menticned above, over each of the
past 10 years (FY1 999-FY2008), the
average tax bill has increased in both
actual and inflation adjusted dollars.
The smallest percentage increase over
the last decade occurred in FY2008
when tax bills increased by $149, or
3.76 percent, to $4,111. The percent-
age increase of the average tax bill
over the past decade ranged from the
aforementioned 2008 recent low of a
3.76 percent increase to 2002's high of
a 6.7 percent increase. The cumulative
percentage increase over this period is
60.8 percent; in other words, the aver-
age homeowner is paying property tax
bills 60.8 percent higher than ten years
ago. However, using the implicit price
deflator for state and local government
services the constant dollar increases
over the same period was only 9.31
percent, indicating that tax bills are
barely keeping up with the cost of serv-
ices. in fact, tax bills have failed to keep
pace with inflation using this measure
in each of the last four years.

Tax Rates

As the rate at which tax bills increased
fluctuated, the average tax rate stead-
ily decreased from a high of $14.73
per $1,000 in 1999 to a low of $9.74
per $1,000 in 2007 due to constant (al-
though not at a steadly rate) increases in
property values. However, as the mar-
ket began to sink, tax rates increased
again in 2008 to $10.00 per $1,000.

Property Values

in addition to the first increase in the
average tax rate in a decade, FY2008
also ushered in a dramatic switch in as-
sessed values across the state. Values
had reached double-digit percentage
increases every year between 2001
and 2005. The highest of these value
increases was in FY2005 when the av-
erage value increased from $307,361
to $352,820:; although the greatest per-
centage increase, 15.4 percent, was
from 2003-2004. This steady growth in
values had slowed at times during the
previous nine-year period, but in
FY2008, for the first time in a decade,
the state's average value actually
showed a net decrease of .073 percent.
This drop decreased the average value
from $406,673 in 2007 to $403,695 in
2008. Over the course of just three
years, from FY2005 to FY2008 the rate
at which values had been increasing
slipped from 14.79 percent (FY2005) to
9.26 percent (FY2006) to 5.49 percent
(FY2007) down to negative .073 per-
cent, a striking drop of approximately
five percent each year.

Despite the fact that FY2008 brought
more increases in tax bills, the first in-
crease to the average fax rate in ten
years, and the first drop in the average
value in a decade, it should be noted,
that the average single-family property
value in FY2008 is more than double
what it was in FY1999: in 1999 it was
$173,576 and in 2008 it is $403,695,
showing the 132.6 percent increase in
value previously mentioned.

As the value of residential property has
climbed, a greater portion of the tax bur-
den has gradually shifted to the residen-
tial class of property owners throughout

continued on page 7
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Fiscal 2008 Average Single-Family Tax Bills and Assessed Values continued from page 4

Massachusetts. Up until recently, this
was because the value of residential
properties was escalating each year
far more dramatically than commercial,
industrial and personal property (CIP)
values. The total assessed value of all
CIP increased 86.6 percent between
FY1999 and FY2008, but still did not
keep pace with the 159.7 percent in-
crease in total assessed value of all resi-
dential property classes. As a result of
this difference in the rate of appreciation,
the residential class is bearing a signif-
icantly larger share of the statewide
property tax; increasing from 67.85 per-
cent in FY99 to 73.3 percent in FY08.

Community Trends

High values and high bills;
(comparatively) low values and
(comparatively) low bills

The six communities with the highest
tax bills in FY2007 retained their rank-
ings in FY2008. Each of these six has
average bills that exceed $10,000. As
recently as FY2002, no town had an
average bill over this mark, but in 2003
Weston became the first when their av-
erage bill became $10,783. Weston
(FY2008: $14,537) continues to have the
highest average tax bill, followed by:
Sherborn ($12,073), Lincoln ($10,870),
Dover ($10,860), Carlisle ($10,610),
and Concord ($10,125).

Not unexpectedly, these six towns also
all ranked among the highest with re-
spect to average assessed value.
Their rankings by assessed values are
Weston (2), Sherborn (18), Lincoln
(7), Dover (6), Carlisle (13) and Con-
cord (10).

The five communities with the lowest
average tax bills also remained the
same: Hancock ($693), Rowe ($882),
Florida ($1,104), Erving ($1,235) and
Monroe ($1,283). These five towns are
all in the lower 20 percent of average
assessed residential values and, it is
noteworthy to point out that, with the ex-
ception of Hancock, each has a major
taxpayer such as a power plant allow-
ing them to split the tax rate and shift
the tax burden away from the single-

family homeowner. Hancock has had
multiple commercial and residential
condo developments which have shifted
the burden away from single-family
parcels in their community.

Similar to past results, statewide the as-
sociation between the average tax bill
and average assessed value is gener-
ally strong with only a few exceptions.
Key exceptions are communities on
the Cape and Islands, which tend to
have high assessed values but lower tax
bills due to the large number of seasonal
properties and a lower demand for
services. While the Berkshires are also
known for second homes and vacation-
ers, the majority of communities in Berk-
shire County (20 of 25) have low values
and low bills. Only five communities in
Berkshire County have higher than av-
erage assessed values, but these com-
munities continue to have low bills.

Largest Tax Bill Increases:
Overrides, debt exclusions,

and taxing to the levy capacity

In FY2008, six communities experi-
enced increases in their average tax
bills that were greater than 15 percent;
these increases ranged from 15.8 per-
cent to 31.0 percent. Although three of
the six communities’ increases oc-
curred due to overrides or debt exclu-
sions, the other three communities’ in-
creases were due to decisions to tax
to their levy capacity, which they had
not previously done.

In Phillipston, the 31 percent increase
in tax bills resulted from successful
Proposition 2V overrides totaling almost
$485,000 in increased levy capacity.

East Brookfield (+23 percent) and Na-
hant (+20 percent) each had substantial
new debt exclusion votes take effect.

In the case of Granville (+19.9 per-
cent), Monroe (+18.1 percent) and
Russell (+15.8 percent) the large raie
of increase was due to the use of most
of their remaining substantial excess

levy capacity.

Property Values

Of the 333 communities evaluated,
144 dropped in value from FY2007 to
FY2008. Seventeen communities lost 5
percent or more in value, with Pea-
body’s values slipping the most at
—-9.7 percent.

On the flip side, in this category, six
towns gained over 20 percent in value
and a total of 41 municipalities gained
more than five percent in value (this in-
cludes those six over 20 percent).
Aquinnah (+30 percent) had the larg-
est increase of any municipality state-
wide in FY2008. Tyringham, Alford,
Peru, Hawley and Gill were the only
other towns experiencing jumps of
above 20 percent, while all other com-
munities had lower percentage growth
or losses. It is interesting to note, of the
41 municipalities that gained more than
five percent in value all but five (or 36
of the 41) are located west of Worces-
ter County in western Massachusetts.
Aquinnah and two other Martha's Vine-
yard communities, Edgartown and
West Tisbury, were the only three in the
top 25 of those with rising values that are
found east of the Quabbin Reservoir.

Just a short time ago values were spik-
ing across the state, especially in the
eastern counties. Three years ago, this
story was the inverse: 102 communities
had increases in their values of more
than 20 percent. This decline might
suggest that values are cooling off
sooner in the eastern part. This is also
evidenced by the fact that all but nine
(or 135) of those 144 municipalities los-
ing value are in or east of Worcester
County. This is further evidence that,
even with the time lag inherent with the
assessment process the slowdown in
the real estate market is now translat-
ing into the valuations.

Recertification’s Role
Additional analysis of the average as-
sessed single-family property values

show a correlation to DLS’ community
recertification schedule. The majority

continued on page 8
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Fiscal 2008 Average Single-Family Tax Bills and Assessed Values continued from page 7

FY1999-FY2008 State Total Average Single-Family Tax Bill
— Single-family tax biit ~
Fiscal Avg. Pct. Actual Pct. Adjusted Pct. Adjusted by Pct. Tax
year assessed value change doliars change by CPI change IPD* change rate
1999 173,576 5.2 2,557 3.8 2,557 1.7 2,557 1.6 14.73
2000 185,009 6.6 2,679 4.8 2,587 1.2 2,574 0.7 14.48
2001 206,789 11.8 2,826 55 2,609 0.8 2,614 1.6 13.67
2002 236,229 14.2 3,015 6.7 2,701 35 2,727 4.3 12.76
2003 266,350 12.8 3,206 6.3 2,776 2.8 2,804 2.8 12.04
2004 307,361 15.4 3,412 6.4 2,855 2.8 2,884 2.8 11.10
2005 352,820 14.8 3,588 5.2 2,935 2.8 2,863 -0.7 10.17
2006 385,502 9.3 3,801 5.9 2,991 1.9 2,849 -0.4 9.86
2007 406,673 5.5 3,962 4.2 3,051 2.0 2,830 -0.7 9.74
2008 403,731 -0.7 4,111 3.8 3,083 1.1 2,795 -1.2 10.00
Change 230,155 1,554 526 238 -4.73
Pct. change 132.6 60.8 20.6 9.3 -32.1
*Implicit price deflator for state and local government services. The FY2008 [PD calcuiation is based on the past three available quarters.

Table 2

(13) of the 18 communities with value
increases over 10 percent just com-
pleted a triennial recertification in 2008.
On the opposite side, only two of 17
municipalities with a drop of 5 percent
or more were in a revaluation year.
These figures show that the largest
changes are still occurring in certifica-
tion years, despite the recent push for
interim year adjustments. All of the 13
communities with value increases in
FY2008 are located in Western Massa-
chusetts, where interim adjustments
are not being done as regularly.

Looking ahead ...

The current year data for FY2008
shows what may be the beginning of a
troubling trend in which average sin-
gle-family tax bills and assessed values
in the commonwealth go in separate di-
rections. in FY2008 average tax bills in-
creased slightly from FY2007 while the
average single-family property value
decreased for the first time in a dec-
ade. This trend is likely to continue into

the near future as reports show prop-
erty values continuing to decline, while
conversely there remain many uncon-
trollable pressures increasing the cost
of delivering government services.

Stay tuned for next month's focus arti-
cle which looks at the impact of suc-
cessful Proposition 2% overrides on
communities' levies over this same time
period of FY1999 to FY2008. B

Databank Highlight

Jared Curtis, Analyst,
Local Aid/Databank

By visiting our website at www.mass.
gov/dis you can find an assortment
of financial data on individual com-
munities.

You can request additional data on
the average single family tax bill or
other property tax related files by
contacting the Municipal Databank
at databank@dor.state.ma.us or
617-626-2384. &

gal continued from page 3
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The Shift Was On

Split Tax Rates FY1992 to FY2006

James Paquette

During the past 15 years growth in res-
idential property values has run far
ahead of growth in commercial, indus-
trial and personal property (CIP) values.
The Classification Act of 1979 estab-
lished shift limits so that communities
could utilize split or dual tax rates to bal-
ance the property tax burden among dif-
ferent classes of property, even as this
trend continued. The adoption of differ-
ent rates for CIP and residential prop-
erty does not change the total tax levy
but does determine the share of the
levy each property class is to bear.

Many communities using the split tax
rate and its shift limits have approached
their maximum shift. Trends, since the
advent of shifting, have shown that as
the growth of residential values in the
marketplace slows down and an "up-
tick” in CIP values takes place, those
communities may get some breathing
room rather than bumping against their
maximum shift factor.

Other communities which still employ
the single tax rate, but whose residential
taxpayers have experienced the stress
of higher property tax bills, may want to
review the experience of the nearly 100
communities that have opted to use the
split rate and its shift limits. (See table
of communities that shifted, available
on the DLS website.)

Shift limits of the "Split Tax Rate” were
established by the Classification Act of

affects communities with larger CIP val-
ues as a portion of their total value. In
the instance of a community that has 20
percent of their value as CIP; a shift in
the CIP by the 50 percent would result
in a MRF (minimum residential factor)
of .875. In the instance of a community
that has 45 percent of their value as CIP;
an attempt to shift 50 percent would
produce a MRF of .59, which would be
lower than the permitted .65, meaning
that they could not shift the

1979. The share of the levy

raised by the commercial and | Many cities
industrial classes and per- and towns use

sonal property class (CIP)

may be increased 50 percent the.@litmte
and its shift

raise at least 65 percent of | limits.

as long as the residential (R)
and open space (O) classes

entire 50 percent.

Chapter 200 of the Acts of
1988 provides relief for those
communities in which the
maximum shift results in a res-
idential share which is larger
than that of the prior year. For
those communities, the limits

what they would have raised
without the shift. The "minimum resi-
dential factor” established by the Com-
missioner of Revenue is used to make
certain that the shift of the tax burden
complies with the Classification Act. If
the minimum residential factor would
be less than .65, the community cannot
choose the maximum shift and must
use a CIP factor less than 1.50. The .65
limitation is important because it directly

35% 4
33% 1
31% 4
29% 4
27% 4

CIP Levy and Value Shares Statewide - FY1992 to FY2006

CIP as % of Total Levy

26% 4
23%
21%
19% 1
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16% T T + v Y v
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Figure 1

have been raised. They may increase
the CIP share of the levy by 75 percent
as long as the residential class would
not be reduced to less than 50 percent
of its original share. However, this new
residential share cannot be less than
the residential share in any year since
the community’s values were first certi-
fied at full and fair cash value.

A change in circumstances

The CIP as a percent of total value de-
creased from 22.2 percent to 15.4 per-
cent during the time period from
FY1992 to FY2006 for all 351 Mass-
achusetts communities (Figure 1). Dur-
ing the same time period 98 selected
communities (communities that had
shifted each year: FY1992-FY2006),
had shown a similar large decrease
(Figure 2). The most significant drop oc-
curred during the period of FY2000 to
FY2006. During that time period there
was a decrease in the CIP as a percent
of total value of 27.6 percent for all com-
munities and a similar decrease for the
selected communities. While there was




City & Town July/August 2007

Division of Local Services 5

e

160 153 185 185 158 186 185
30% 4

CP Levyand Value Shares
Selected Communities - FY1992 to FY2006
45% 4
-——a - - P — CIP as %of Total Levy
40% 4
35% 4 Seicied Communiies - Aygregate CIP ShA(Facrs)

183 150 182 156 173 1.8% 182 192

25% 4 CIP as % of Total Value
20% 4

15%

T

FYao FYo2 Fyo4 FY06

FYs2 FYg4 FY96 Fy9s
Figure 2
CIP Shift - 1992 to 2008
1.95
1.90 4
1.85
1.80
1.75 4
Aggregae ShitFactkor br Seleckd Communbies
1.70 4 {88Communites hattine Shited Each F}

1.60 4
Aogregate ShitFacr for 4 Communiies
1 ‘45 v L] T L3 T L] L] L] L3 L L) L 1
Fy92 FY94 FY96 Fyss FY00 FY02 FYo4 FYO06
Figure 3

a somewhat parallel pattern shown by
the statewide figures and the selected
community figures, a comparison of
Figure 1 and Figure 2 demonstrates the
higher overall figures for the selected
communities. The selected communi-
ties were running 5 percent higher on
the percent of total value and 10 per-
cent higher on the percent of total levy.
This is significant because it has an ef-
fect on the ability to shift. if a community
has an extraordinary proportion of their
value in the CIP classes they can' shift
that much because the residential share
would drop too low.

Additionally, in the instance of a com-
munity that has, for example, 20 per-
cent of their value as CIP; the maximum
shift in the CIP of 50 percent (under the
acts of 1979) would resultina CIP as a
percent of the levy of 30 percent. If the
CIP as a percent of total value dropped
to 18 percent, the maximum shift in the
CIP of 50 percent (under the acts of
1979) would result in a CIP as a percent
of the levy of 27 percent, a change in
the balance between R+O and CIP.

The purpose of Chapter 200 was to
help keep the CIP percent of total levy
somewhat constant. Using the example

above, if the CIP as a percent of total
value dropped to 18 percent, the max-
imum shift in the CIP of 75 percent
{(under Chapter 200) would result in a
CIP as a percent of the tevy of 31.5
percent, a chance to maintain the bal-
ance between R+0 and CIP.

Through Figure 2, it can be seen that
this was, for the most part, what oc-
curred from FY1992 through FY2000.
The situation shows a dramatic change,
though, from FY 2000 through FY 2006.
The rapid decrease in the CIP as a per-
cent of total value was in turn causing
a rapid decrease in the CIP as a total
percent of total levy.

A reaction to the changing
circumstances

The decrease inthe CIP as a percent of
total value resulted in a reciprocal in-
crease in the aggregate shift factor. The
aggregate shift factor of the selected
communities moved quite rapidly from
1.60 in FY2000 to 1.92 in FY2006 (Fig-
ure 3). This is opposite of the movement
of the CIP as a percent of total value
during the same period (Figures 2)
which moved, again, quite rapidly
downward during the same time pe-
riod. The communities were attempting
to keep the CIP as a percent of total
levy stable, thereby keeping the exist-
ing balance between the residential
portion of the levy and CIP portion of
the levy. There was a need to shift more
and more to the shrinking CIP base to
keep the same balance. Communities
were doing this by shifting to even
greater degrees but they were losing
ground. The upward movement of the
shift factor was not able to keep pace
with the downward movement of the CIP
as a percent of value. This resulted in a
drop in the CIP as a percent of the levy
from 43.4 percent in FY1992 to 36.9
percent in FY2006.

The impact

The number of communities shifting to
their maximum had ranged from a low
of 13 in FY1993 to a high of 24 in

TR T
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FY2003 and the number of communities
within 5 points of their maximum shift
ranged from a low of 27 in FY1996 to a
high of 44 in FY2004. While these varia-
tions may initially seem small, there was
an almost 63 percent increase in the
number of communities that were within
5 points of their maximum allowable
shift. The largest number of communi-
ties, within 5 points of their maximum
shift, occurred in the years of FY 2003
(40 of 99 communities shifting), just be-
fore Chapter 3 of the Acts of 2004 (see
explanation below), and in FY2004 (44
of 103 communities shifting), the first
year a shift greater than 1.75 could be
utilized. (See Figure 4.)

Under Chapter 3 of the Acts of 2004,
there were expanded parameters for
fiscal years 2004, 2005, 2006 and 2007.
A community continued to have its max-
imum shift computed under current law
in each of those years. If adopting that
shift resulted in residential taxpayers
paying a greater share of the tax levy
than the prior year, the shift was then
further adjusted upward using that
year's expanded parameters.

The expanded parameters for deter-
mining the maximum shifts for commu-
nities that qualify would be:

Maximum Minimum

business residential
Fiscal share share
year (pct) (pct.)
2004 200 45
2005 197 47
2006 190 49
2007 183 50

There was an additional limitation that
residential taxpayers could not pay a
lower share of the tax levy than in the
prior year.

In fiscal year 2008, communities that
used expanded parameters in any of
these years will have their maximum
shift determined as under current law.
Based on the current legislation, begin-
ning in fiscal year 2009, the maximum
shift in these communities will be based
on business taxpayers paying no more

FY92 FY93 FY94 FY@5 FY

Communities at or near their Maximum Shift Factor

96 FY97 FY98 FY
B shifting to max. MWithin 5 pts, of max, shift

99 FYQ0 FYO1 FY02 FY03 FY04 FY05 FY06

Figure 4

Average Assessed Single Family Value & Average Single Family Tax Bill
Based on 338 to 340 of 369 Communities
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Figure 5

than 170 percent of their fair cash value
share of the tax levy.

ft's important to note the impact on the
average residential tax bill that was
mitigated by the use of shifting (Figure
5). While the average single family as-
sessed value had increased from
$159,838 in FY1997 to $385,502 in
FY2006, an increase of 141 percent,
the increase in the average tax bill for
these properties, during the same pe-
riod was from $2,360 to $3,801, an in-
crease of 61 percent (based on 338 to
340 communities out of the total 351
communities*). During the time frame,

FY2001 to FY2005, when there was a
rapid increase in single family assessed
value, the average valuation increase
was 12 percent per year while the aver-
age increase in the corresponding tax
bill was 5.7 percent per year.

The statistics surrounding the decreas-
ing CIP values and the corresponding
decreasing CIP share along with the in-
creasing shift factors demonstrates the
changes confronting communities in an
environment of rapidly increasing resi-
dential values along with the stagnant

continued on page eight
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B cquivalent of paying $1.72/

galion 0. 2 heating oil. It is worth
noting tf P average residential heat-
ing oil pri s not been lower than
$1.80/gallo e late 2004

ential commercial/
on the benefits
developing a
de, which will

To help educal
institutional scal
of wood pellets, DY
Wood Pellet Heatin
soon be available for
DOER website.

Additional Resources

Massachusetts Division of E
Resources: www.mass.gov/d

Massachusetts Procurement —
Statewide Contracts and Solicitati

WWW.comm-pass.com/

National Biodiesel Board:
www.biodiesel.org/

Pellet Fuels Institute:
www.pelletheat.org/2/index/inde

Energy Efficiency Opportunitiey o
Consistent with its mission as dency

{to improve and streamline gy reg-
ulation, promote greater c{iincy in all
energy uses, reduce engfiSlCosts and
mobilize energy educajfsllf DOER co-

ordinates and leads sgitlb| energy ef-
ficiency deployment/Elfirams includ-
ing Energy Mana t Services and
Rebuild Massac ts. DOER con-
ducts outreach get communities,
publicizes loca ership results and
success storj ecruits other state
agencies, arjientifies relevant state
technical a ancial resources.

The o Dbjective is to provide
support ¥ leadership to state and
local cjilfs focusing on energy effi-

cienc, i sustainability, provide on-
going nical and logistical support
ancjiFeminate the results as models
to munities and stakeholders to
ate further adoption of resource
ency as a standard part of plan-
g and implementing energy effi-

pellets. On a $/BTU basis, bulk ciecy investments. This comprg

sive approach identifies oppor,
where, 1) action has alreag en
place, 2) have current or p pro-
jects in target sectors, or e the
potential for municipal E energy
management planning,

es that have
ittees or Com-
ly launched the
nities Network to
ommunity energy-
iostering connections
& d towns, disseminating

d facilitating discussions
Enerqy efficiency projects.
rk listserv brings together
lties and individuals seeking
able energy solutions with their
in other cities and towns.

In response to comry
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Editor's note: This article represents the Jjy
and conclusions of the authers and not tho¥g
the Department of Revenue.

and sometimes declining commercial
values. Chapter 3 of the Acts of 2004, in
allowing a greater level of shift, helped
in the effort to stabilize the CIP as a per-
cent of total levy. While the increasing
level of shifting was a tool, a reversal of
the decreasing CIP value as a percent
of total value would address the root of
the situation causing the need for
greater and greater shifting levels. That
reversal could be in the form of a “slow
down" in the rate of increase of residen-
tia! real estate values, which has taken
place, in the market, during last year
and into this year. Additionally, there has
been a simultaneous increase in com-
mercial and industrial property values.
These market conditions should help
decrease the need to shift to greater
levels to stabilize the CIP as a percent
of the total tevy. B

*Data for the 11 communities that have adopted
a residential exemption are excluded from this
file because they do not submit adequate data
to determine an average tax bill. The 11 com-
munities are Boston, Brookline, Cambridge,
Chelsea, Marlborough, Nantucket, Somerset,
Somerville, Tishury, Waitham, and Watertown.
The residential exemption reduces the taxable
valuation of each residential parcel that is a
taxpayer's principal residence. Granting the
exemption raises the residential tax rate and
shifts the residental tax burden from low and
moderately valued homes to apartments and
higher valued homes. In FY06, Bamstable and
Everett adopted a residential exemption to make
13 communities.
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