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Electric and Telecommunications Appraisal Course

Massachusetts communities with elec-
tric generating facilities will, in most in-
stances, be using new approaches to
valuation of generating plants for fiscal
year 1999. Chapter 164 of the Acts of
1997 restructures electric utilities in the
Commonwealth and alters the way in
which these facilities will be valued.
The old “net book” valuation methodol-
ogy, supplied to assessors in the for-
mer regulated utility environment, is no
longer an option for valuing generation
plants. The new statute, effective No-
vember 1997, requires full and fair
cash valuation of power plants or a
binding tax or payment-in-lieu-of-tax
(PILOT) agreement that approximates
full and fair cash value. Therefore, re-
gardless of which option the commu-
nity choses, in a relatively short period
of time assessors must be prepared to
use a different methodology to value
these complex entities.

The Division of Local Services (DLS),
mindful of the abrupt change in the
valuation methodology to be used, is
taking an active role in assisting local
assessors. On April 7, 1998, DLS is-
sued a request for responses (RFR 98
223) for the development of an Ap-
praisal Training Course: Electric
Deregulation and Telecommunications.
The RFR requests the development of
a five-day course in two modules.
Module | focuses on electric genera-
tion, transmission and distribution. This
first section includes valuation meth-
ods for public, private, and municipal
generating facilities using various fuel
sources, excluding nuclear facilities.
However, it will cover valuation meth-

ods which will apply to telecommmuni-
cations property as well as electric
generating plants.

Module | covers not only local real and
personal property valuation but also
binding tax and PILOT agreements.
Because agreements must be based
upon full and fair cash value, asses-
sors must first know how to value the
plants in order to assist local officials in
negotiating fair agreements for their
communities.

DLS is taking
an active role

in assisting
local assessors.

Module Il focuses on the rapidly
changing telecommunication industry
and includes traditional telephone utili-
ties, cellular and other wireless
providers, cable television, communi-
cation towers, Internet service
providers and communication satel-
lites. DLS hopes that many of the ques-
tions of local assessors, such as how
to value the increasing number of com-
munications towers, will be answered.

Module | will be a prerequisite for the
second module since it covers broad
valuation methodology. Module Il will
be offered separately at a later date.
Assessors attending both modules
should have previously attended a
course on the income approach to
value. These prerequisites will elimi-
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nate the need to repeat certain valua-
tion basics and instructors can spend
more time on these new appraisal is-
sues facing assessors.

Initially, this course is likely to be more
important to communities with electric
generating plants. Such plants often
have high assessed values placing
them among the top taxpayers in com-
munities, which makes defensible val-
ues especially necessary. Time is short
and assessors must have plant values
ready in advance of the October 1 or
December 31 deadlines for semian-
nual tax billing or quarterly tax billing
purposes, respectively.

Module | will be offered from 8:30 a.m.
to 5:00 p.m. at the Inn at Northampton,
Northampton, on June 16 through June
19 and again at the Endicott Estate in
Dedham on June 23 through June 26.
Attendance is limited. Assessors in
communities with existing and potential
electric generating plants will be given
preference. For information please call
Barbara LaVertue at (617) 626-2340. m
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in Our Opinion

Q: A community which has a utility
generating facility discovers that the
plant has devalued as a result of the
Electric Generation Restructuring Act
(Chapter 164 of the Acts of 1997.) Is
there any way to recapture the lost rev-
enue for fiscal year 19987

A: Yes, the community may be entitled
to transition payments from the utility
company in FY1998. The Act provides
for such transition payments in order to
insulate other taxpayers from the shift
in the tax burden which would other-
wise occur. Without such payments,
reductions in the tax base due to the
devaluation of the generating facility
from its FY1997 assessed value would
have to be made up by increasing the
burden on the remaining taxpayers.

The transition payments can be re-
quired by means of a revised assess-
ment. Such revised assessments must
be made on the owner by June 20 or
90 days after the mailing of the tax
bills, whichever is later.

Q: A taxpayer placed his home in trust
and named his two children as
trustees. The taxpayer continued to re-
side there and paid all local taxes. If
otherwise eligible, would the taxpayer
qualify for a personal exemption?

A: No. In a similar situation, the
Supreme Judicial Court ruled that the
applicant lacked sufficient ownership
interest to receive the exemption. See
Kirby v. Board of Assessors of Med-
ford, 350 Mass. 386 (1966). The tax-
payer owned a house in Medford
which he placed in trust under a
recorded, revocable, amendable dec-
laration of trust. He named a family
friend as trustee. Under the terms of
the trust, the trustee could lease or sell
the property and any proceeds were to
be given to the taxpayer. The trust was
to continue until the taxpayer’s death at

which time the assets were to be dis-
tributed in accordance with the terms
of his will. When the Board of Asses-
sors denied the taxpayer an elderly
exemption under M.G.L. Ch.59 Sec.5
Cl.41, he appealed. The Supreme Ju-
dicial Court ultimately had to decide
whether the taxpayer’s ownership inter-
est under the trust satisfied the owner-
ship requirement of the exemption
statute.

The Court ruled that the property was
properly assessed to the trustee who
had legal title. By the recorded deed,
the taxpayer had conveyed legal title
to the trustee, subject to the terms of
the declaration of trust. The taxpayer’s
lawyer argued that his client’s power to
amend or revoke the trust at any time
gave him essentially outright owner-
ship of the property. The Court held
that the taxpayer, by placing his prop-
erty in trust, voluntarily chose to sepa-
rate legal title and beneficial owner-
ship. Furthermore, under the principle
of strict construction of exemption
statutes, the Court held that in order to
satisfy the ownership requirement, an
applicant for exemption must hold
both legal title and a sufficient benefi-
cial interest.

In the case at hand as in Kirby, the ap-
plicant did not hold the record legal in-
terest since it had been vested in the
trustees who were the children. No ex-
emption, therefore, could be granted.

Q: A taxpayer filed for a real estate tax
abatement which the assessors
granted. The board of assessors later
realized that the condition of the prop-
erty may have warranted a greater
abatement. Does the board have juris-
diction to grant an additional abate-
ment?

A: No. Once the assessors act on an
application by approving an abate-

ment or denying it outright, the asses-
sors have no further jurisdiction unless
the applicant appeals to the Appellate
Tax Board or county commissioners
within three months of the assessors’
action.t At any time while the matter on
appeal is still pending, the assessors
can compromise and settle the dis-
pute by granting an abatement as pro-
vided in M.G.L. Ch.58A Sec.7.

In a situation where the assessors take
no action on an application for abate-
ment within three months from the date
of filing, the application is denied by
operation of law. During the next three
months, the applicant can appeal this
deemed denial. However, the asses-
sors can settle the matter during this
period even if no appeal has actually
been filed.? State statute does give
greater leeway to assessors to grant
an abatement where an application
has been deemed denied. m

Compiled by James Crowley

1. M.G.L. Ch.59 Secs.64 & 65.
2. M.G.L. Ch.58A Sec.6 & M.G.L. Ch.59 Sec.64.

Reminder to City and
Town Clerks — Submit

New Assessors List

Immediately after your annual elec-
tions, please submit a certified list
with the name(s) of any new asses-
sor(s) with the name of the person
he/she replaced. If the new asses-
sors have already completed DOR
Course 101 and/or the Classifica-
tion Workshop, please include this
information. Reporting this informa-
tion on an annual basis is required
by law.

Contact Barbara LaVertue for as-
sistance at (617) 626-2340.
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FOCUS

on Municipal Finance

A 15-Year
Perspective on
Proposition 2%
Overrides

Fifteen years of override experience
provides us with an excellent vantage
point to examine the impact of over-
rides on municipal levy limits. An over-
ride permanently increases the local
levy limit to cover spending purposes
that are considered ongoing ex-
penses. The override ballot question
specifies the dollar amount and
spending purpose of the vote and re-
quires a majority vote of the electorate
for approval. Once approved, an over-
ride increases the levy limit and, in
subsequent years, is included in the
levy limit base which is increased an-
nually by 2.5 percent.

In the article that follows, we review
statewide override trends and analyze
the impact of all overrides voted from
FY1983 through FY1997 as a percent-
age of each community’s FY1997 levy
limit. Using this historical perspective,
we will look at various community char-
acteristics to see if there are any inter-
esting relationships between these
characteristics and overrides applied
to the levy limit. For example, is it true
that small towns are more willing to
pass overrides than larger communi-
ties? Does a community’'s property
wealth affect the amount of additional
taxes residents are willing to pay?
Does a high percentage of children at-
tending public schools as a percent of
total population affect the likelihood of
a community approving an override
vote?

Findings

As shown in Figure 1, both the dollar
amount added to the levy limit and the
number of communities approving

overrides have declined in each year
since FY1991. FY1991 was by far the
most active override year with 100
communities approving overrides that
increased FY1991 levy limits by $58.5
million. By FY1997, only 17 communi-
ties approved overrides that totaled
$5.4 million. In the three-year period
from FY1990 through FY1992, with
local aid decreasing and a weak New
England economy, overrides totaling
$114.6 million were applied to levy lim-
its statewide. This accounts for 58.5
percent of the total $195.9 million in
overrides applied in the 15 years from
FY1983 through FY1997.

Next, we analyze the impact of over-
rides on each municipality’s FY1997
levy limit (see Table 1). To do this, over-
rides were compounded by 2.5 per-
cent for every year that their initial year
of application preceded FY1997. The
compounded impact of FY1983-
FY1997 overrides statewide totaled
$226.1 million or 3.7 percent of the
statewide FY1997 levy limit.

In a few cases, overrides contribute
more than half of the FY1997 levy limit.
For example, in West Tisbury the im-
pact of overrides as a percent of the
FY1997 limit is 58.7 percent, the high-
est in the state. Springfield had the

largest dollar amount added to the limit
at $12.5 million or 13.2 percent of the
FY1997 limit. The city that has in-
creased its levy most significantly
through overrides, however, is Holyoke
with the impact of overrides totaling
20.6 percent of the FY1997 limit.

To determine if there is a relationship
between population and the approval
of overrides, we ranked municipalities
by population (1996 Census Bureau
estimates) and divided them into four
equal population groups. The results
(see Table 2) show that the state’s
smallest communities (less than 3,370
in population) have approved over-
rides that, on average, contributed
19.2 percent to their levy limits. In con-
trast, overrides in the state’s largest
communities (more than 19,601 in
population) account for an average of
only 1.9 percent of the FY1997 levy
limit. The strong inverse relationship
between population and overrides
holds through all population groups.
For example, when moving from the
smallest to the largest population
groups, the impact of overrides as a
percentage of the levy limit declines by
about half for each successive popula-
tion group.

continued on page six [J

Figure 1
Overrides Applied to the Levy Limit
100
60—
I Override Amounts
50 — 80,
—e— Number of Communities
Approving 66 64
40— 59
230— 42 .
= 34
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20 — 30
21 17
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Proposition 2%. Overrides
[ continued from page three

Table 2
Overrides by Population Group
Overrides  # of Comm. % of Comm.

#in Total Impact Total FY97  as Percent of with with
Population Groups Sample of Overrides Levy Limit Levy Limit  Overrides  Overrides
3,370 and under 88 30,335,379 157,952,020 19.2% 79 89.8%
3,371-9,300 88 53,552,993 559,083,316 9.6% 68 77.3%
9,301-19,600 88 61,394,548 1,209,515,417 5.1% 45 51.1%
19,601 and over 87 80,770,196 4,216,320,471 1.9% 26 29.9%

Table 3

Overrides by EQV Per Capita

Overrides  # of Comm. % of Comm.
#in Total Impact Total FY97  as Percent of with with
EQV per capita Sample of Overrides Levy Limit Levy Limit  Overrides  Overrides
49,100 and under 88 38,268,440 1,386,663,481 2.8% 39 44.3%
49,101-64,400 88 31,257,552 1,858,033,898 1.7% 50 56.8%
64,401-83,800 88 61,343,438 1,478,122,097 4.2% 57 64.8%
83,801 and above 87 95,183,686 1,420,051,748 6.7% 72 82.8%

Table 4

Overrides by Pupils Attending Public Schools

Overrides  # of Comm. % of Comm.
Sch. attending #in Total Impact Total FY97  as Percent of with with
children as % of pop. Sample of Overrides Levy Limit Levy Limit  Overrides  Overrides
14.47% and below 88 59,861,733 2,977,035,543 2.0% 47 53.4%
14.48%-16.42% 88 58,465,166 1,489,939,414 3.9% 48 54.5%
16.43%-18.62% 88 57,798,941 1,095,860,809 5.3% 55 62.5%
18.63% and above 87 49,927,275 580,035,458 8.6% 68 78.2%

A significant number of communities
within each population group passed
overrides during this 15-year period. Of
the state’s 88 smallest communities, 79
or 89.8 percent increased their levy
limit through an override. The state’s
largest communities were less likely to
approve an override with only 29.9 per-
cent approving at least one override.

We also looked at the relationship be-
tween property wealth per capita and
overrides. To measure property wealth,
we used the 1996 equalized valuations
(EQV) divided by the 1996 popula-
tions. Using EQV per capita, we classi-
fied communities into four equal
groups. The results (see Table 3) show
a moderate relationship between prop-
erty wealth and overrides applied to

the levy limit. For the two lowest EQV
per capita groups, overrides ac-
counted for 2.1 percent of the limit
while in the two highest EQV groups
the impact was 5.4 percent. The per-
centage of communities approving
overrides increases as EQV increases,
demonstrating a relatively strong rela-
tionship. Of the 88 communities with
the lowest EQVs, 39 or 44.3 percent
have passed at least one override,
while 72 communities or 82.8 percent
of those in the highest EQV group have
passed an override.

Finally, we looked at the commonly
held notion that communities with a
high percentage of school children are
more likely to pass overrides. Since
school costs represent such a signifi-

cant portion of local spending, they
are often the driving force behind over-
rides. During the peak override years
of FY1990 through FY1992, more than
$89 million dollars or 78 percent of the
$114.6 million approved statewide
were either specifically for education or
“general operating” expenses. Since
school spending constitutes roughly
half of the average municipal budget,
general operating overrides not ear-
marked for a specific services are
likely to have provided significant ben-
efit to school departments.

To analyze how school population af-
fects overrides, we ranked the commu-
nities based on 1996 public school at-
tending children as a percent of total
1996 population (see Table 4). As ex-
pected, we found that the impact of
overrides was a more significant por-
tion of the levy limit in those communi-
ties with a high percentage of public
school children. For those communities
with lowest percentage of pupils, over-
rides accounted for only 2 percent of
the FY1997 levy limit, while the impact
of overrides totaled 8.6 percent of the
levies of those communities with the
highest percentage of pupils. The per-
centage of communities approving at
least one override ranged from 53.4
percent for the lowest percentage of
pupils to 78.2 percent for those with
the greatest percentage of pupils.

It is clear from the data presented in
this article that the impact of overrides
since the inception of Proposition 2%
has been significant. A total of 218 or
62.1 percent of all communities have
passed at least one override. When the
133 communities that have never
passed an override are excluded,
overrides contributed, on average, 9.5
percent to the FY1997 levy limit. m

written by Frederick Kingsley
data by Debbie DePerri
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DLS uPDATE

New Officials Finance
Forum

The Division of Local Services is pre-
senting a seminar for recently elected or
appointed local finance officials on June
5, 1998. Selectmen, mayors, city/town
council members, accountants, audi-
tors, assessors, treasurers, collectors,
clerks, finance committee members, fi-
nance directors and city/town man-
agers are invited to attend. The seminar
will give new officials a broad overview
and basic understanding of municipal
government and the roles of other local
officials. New officials will gain a basic
understanding of several concepts in-
cluding Proposition 2%, budgeting,
setting the tax rate, reserve and debt
policies, and free cash. The structure
of the seminar is intended to encour-
age team management within munici-
pal government. After a presentation
by a member of the DLS senior staff,
participants will have the opportunity to
work with other local officials and staff
to calculate a levy limit and to com-
plete a tax recapitulation sheet. Staff
will be available to demonstrate utiliz-
ing the Internet as a source of informa-
tion and data from state agencies.

Participants will return to their commu-
nities with knowledge and understand-
ing which should help them to be ef-
fective and efficient members of their
local financial management team.
They will also know whom to contact at
DLS for technical assistance if needed.
Attendees will receive written materials
which will be an excellent resource.
DLS will award certificates to those
who complete the seminar.

The seminar will be held at the Ra-
mada Inn in Auburn on Friday, June 5,
1998 from 8:45 a.m. to 3:00 p.m. Pre-
registration is mandatory. The cost of
the seminar is $21 (registration fee
$10.00 and $11 for an optional lunch).
For information contact Barbara
LaVertue, coordinator of training, at
(617) 626-2340. m

FY1999 Levies &
Electric Restructuring

The Division of Local Services has just
distributed the FY1999 levy limit work-
sheets to all communities. Accompa-
nying the levy information is the new
Electric Generating Plant Assessment
reporting form. This form must be com-
pleted and returned by the assessors
of any community hosting an electric
generating plant that has devalued as
a result of the Electric Industry Re-
structuring Act,! or if the community
has a binding agreement with an elec-
tric generating plant. Cities and towns
with plants that devalued from their
FY1997 assessed values are eligible
for tax base relief through transition
payments. These payments are meant
to offset reductions in property taxes.
Alternatively, “host” communities may
enter into binding tax or payment-in-
lieu-of-tax agreements. In either case,
payments must be translated into a
valuation amount and that value must
be included in the appropriate prop-
erty class in calculating the levy limit.

To use either transition or agreed-upon
amounts in the FY1999 levy limit, the
Bureau of Local Assessment (BLA) re-
quires assessors in affected cities and
towns only to submit the form and
copies of any agreements, formal or in-

formal, or copies of special acts of the
legislature by June 1, 1998. For each
facility in its jurisdiction, the municipal-
ity must complete a separate form,
clearly identifying the plant by name,
address and owner. The form also re-
quests the total assessed value of the
real estate for FY1996, FY1997 and
FY1998; and the reported net book
value and the total assessed value of
the personal property for the same
time period. For each of these prior
years, the assessors are asked to in-
clude, if possible, the portion of the
total value related to the generating
plant and to the equipment used in
transmission and in distribution. All re-
ports and documentation should be
sent to Andre Pomerantzeff who is
available at (617) 626-2402 if you have
any questions. m

1. Chapter 164 of the Acts of 1997.

New E-mail Address

Please note that the Division of Local
Services (DLS) has a new e-mail ad-
dress. Please send electronic corre-
spondence to jchessey@com-
puserve.com.

Countdown to Y2K

PN
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Municipal Fiscal Calendar

Data Bank Highlight

June 1

Clerk: Certification of Appropriations

This is done after town meeting so the Accountant may set up accounts for each department
in the municipality.

Assessors: Determine Valuation of Other Municipal or District Land

In certain communities where land is owned by another community or district, the value of
the land is determined by the Assessors in the year following a revaluation year, for in-lieu-of-
tax payments.

DOR/BLA: Mail Proposed EQVs (even numbered years only)

June 10
DOR/BLA: Public Hearing on Proposed EQVs (even numbered years only)

June 15
DOR: Commissioner Determines and Certifies Pipeline Valuations

Assessors: Deadline for Appealing Commissioner’s Telephone & Telegraph Valuations

Assessors: Make Preliminary Quarterly Tax Commitment

The preliminary tax commitment must be based on the prior year’s net tax on the property
and may not exceed, with limited exceptions, 50% of that amount. This should be done early
enough for the preliminary quarterly bills to be mailed by July 1.

June 20

Assessors: Final Date to Make Omitted or Revised Assessments

As required by M.G.L. Ch. 59, Sections 75 and 76, if a property is inadvertently excluded or
mistakenly under-assessed on the warrant for property taxes, it is the Assessors’ role to cor-
rect the mistake and assess the property correctly. Such an assessment may not be made
later than June 20 of the taxable year or 90 days after the date the tax bills are mailed,
whichever is later.

June 30
State Treasurer: Notification of Quarterly Local Aid Payments Before June 30

Assessors: Overlay Surplus Closes to Surplus Revenue

Each year, any balance in the overlay reserve accounts in excess of the remaining amount of
the warrant to be collected or abated in that year, is certified by the Assessors. The transfer
from overlay reserves to the overlay surplus is done on the Assessors’ initiative or within 10
days of a written request by the chief executive officer. Once in overlay surplus, these funds
may be appropriated for any lawful purpose. Any balance in the overlay surplus at the end of
the fiscal year shall be closed to surplus revenue and, eventually, free cash.

Assessors: Physical Inventory of all Parcels for Communities that Accepted M.G.L. Ch. 59,
Sec. 2A(a)

Assessors: Submit Annual Report of Omitted or Revised Assessments

Communities “At A Glance”

The “At a Glance” report is designed
to provide an overall picture of a par-
ticular community. General information
includes: form of government, school
structure, population, unemployment
rate, per capita income, equalized val-
uation per capita and other demo-
graphic information. Tax information in-
cludes: tax rate, tax levy, assessed
value for each property type, and levy
capacity. Financial information in-
cludes: revenue sources, including
state aid, and expenditures for the
most recent fiscal year. m

To obtain Municipal Data Bank information con-
tact: Stan Nyberg, Dora Brown or Debbie DePerri at
(617) 626-2300 for printed reports and data files;

Burt Lewis at (617) 626-2358 for the On-Line Access
System; or use the World Wide Web address below.

City & Town

City & Town is published by the Massachusetts
Department of Revenue’s Division of Local Serv-
ices (DLS) and is designed to address matters
of interest to local officials. DLS offers numerous
publications on municipal law and finance, avail-
able by calling (617) 626-2300, or through the
DLS World Wide Web site at http://www.state.
ma.us/dls or by writing to PO Box 9655, Boston,
MA 02114-9655.

Marilyn H. Browne, Managing Editor

Jean M. McCarthy, Editor
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