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 September 2005 
 
His Excellency Mitt Romney, Governor 
The Honorable Robert E. Travaglini, President of the Senate 
The Honorable Salvatore F. DiMasi, Speaker of the House 
The Honorable Cynthia Stone Creem, Senate Chair, Committee on Revenue 
The Honorable John J. Binienda, House Chair, Committee on Revenue 
The Honorable Susan C. Tucker, Senate Chair, Committee on Elder Affairs 
The Honorable Robert Correia, House Chair, Committee on Elder Affairs 
Honorable Members of the General Court  
 
 
I respectfully submit this review of the local financial impact of certain state laws providing property tax 
relief for lower-income, senior homeowners.  This work was conducted pursuant to the State Auditor’s 
authority to review any law having a significant financial impact on cities and towns.  This report updates 
and expands upon our 1998 Review of Property Tax Exemptions for the Elderly. 
 
This report profiles each municipality’s approach to senior property tax relief, and demonstrates the 
disparate nature of benefits from one community to another.  Secondly, it details the uneven distribution 
of state assistance to cities and towns for these programs, the unintended consequences of outdated 
reimbursement formulas.  Finally, this report presents recommendations to address these inequities, as 
well as the serious erosion of the value of these benefits due to inflation and rising property taxes. 
 
In this report, I recommend that the Commonwealth assume the fiscal and programmatic responsibilities 
for this necessary benefit through the existing senior property tax Circuit Breaker program.  Such 
consolidation of the various local and state efforts would allow for one uniform, comprehensive 
mechanism to provide more meaningful and equitable relief to the elderly, as well as to the 
Commonwealth’s cities and towns. 
 
I hope the information in this report is useful in your ongoing efforts to address current issues in tax relief 
for senior homeowners.  Please contact my office with questions or comments you may have.  I look 
forward to continuing to work with you on this and other matters affecting the quality of state and local 
government, and the public services provided to the citizens of Massachusetts. 
 
 Sincerely, 

  
 
 A. JOSEPH DeNUCCI 
 Auditor of the Commonwealth  
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THE STATE AUDITOR’S REPORT  
ON THE LOCAL FINANCIAL IMPACT OF 

PROPERTY TAX EXEMPTIONS FOR SENIOR CITIZENS  
 

EXECUTIVE SUMMARY 
 
 

Background and Purpose 
 
The Massachusetts General Court has a long record of demonstrated concern for the unique 
burden that property taxes place on lower-income senior citizens.  This legislative history 
predates the 1930s and spans to enactments as recent as 2002.  Up until voter approval of 
Proposition 21/2 and the Local Mandate Law in 1980, most laws providing property tax relief for 
seniors were mandatory and uniform across communities, with full state reimbursement.  Under 
pressure from a decline in state and local revenues in the early 1980s and with the new 
requirement that state-mandated programs would be fully funded by the Commonwealth, state 
policy makers adopted a new approach to senior tax relief. 

This new approach led to a series of local option laws whereby cities and towns could vote to 
expand the eligibility criteria for and/or increase the value of property tax exemptions for seniors 
– with no additional assistance from the state.  Today, there are 16 local option provisions 
governing senior property tax relief, and one statewide, state-funded program, known as the 
Circuit Breaker.  Depending upon which options have been adopted, local tax relief ranges from 
$175 to $1,000, and the average Circuit Breaker benefit was $614 in 2003.  In 2004, over 36,000 
seniors received local exemptions, and over 38,000 received the state Circuit Breaker credit, for 
combined relief exceeding $39 million.  Factoring in amounts for the senior tax deferral and 
“work-off” programs, total relief exceeded $44.6 million. 

In 1998, the Office of the State Auditor’s Division of Local Mandates issued a report examining 
the major provisions for senior property tax relief in effect at that time.  Illustrating the effects of 
inflation, that report documented a progressive decline in the relative value of local exemptions 
granted and the number of seniors qualifying for this relief.  It also documented a progressive 
increase in the total amount of local exemptions provided without additional state assistance, 
over $2 million in 1998.   As a result, the Auditor recommended that applicable laws be amended 
to increase the value of local property tax exemptions for seniors, expand the eligibility criteria, 
and increase state reimbursements.   

Subsequently, the Legislature amended the Massachusetts General Laws to provide cities and 
towns with as many as eight new local options to increase the value of senior property tax 
exemptions and/or eligibility standards.  Even though the issue of local reimbursements has not 
been addressed directly, through the 1999 enactment of the Circuit Breaker tax credits, for the 
first time the Commonwealth is playing a direct role in assuming financial responsibility for 
additional tax relief for senior citizens.   
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There are several objectives of this report.  One is to examine current trends in utilization of the 
various senior tax relief programs and options.  Another is to evaluate the effectiveness of 
existing laws in achieving the dual objectives of fair and sensible property tax relief for seniors 
and reasonable state reimbursements to cities and towns.  The final objective is to formulate and 
offer recommendations for more consistent and effective public policy in this field and to address 
the financial impact on cities and towns.    

 

Major Findings 

The overall finding of this work is that the patchwork of local option laws to provide 
property tax relief for seniors has resulted in widespread inconsistencies and inequities in 
benefits for seniors and in state assistance for cities and towns.  The result is the lack of a 
uniform, efficient mechanism that can be indexed and adjusted; unnecessary tensions over 
this fiscal policy at the local level; and the failure to recognize and treat senior property tax 
relief as a statewide priority and obligation.  Specific findings include:  

• Over 14,400 fewer seniors received the two primary local property tax exemptions in 
fiscal 2004 than did 10 years earlier.   

• Utilization of the local property tax deferral program remains low, with only 1,135 
deferrals amounting to $3.5 million in 2004.   

• Over 2,400 seniors worked off $1.3 million in property taxes in 2004.   
• There is a great disparity in the amount of local property tax relief available to seniors, 

depending upon the community in which they reside.  For example, a 70-year-old might 
qualify for no local relief in one town, qualify for an exemption of 6% of the average 
property tax bill in another town, and combine benefits for up to 60% relief in still 
another community.  

• The majority of seniors who receive a local tax exemption receive $500, an amount that 
offsets about 17% of the 2004 state median property tax bill of $2,891. 

• To keep pace with the original legislative intent to offset 50% of the average tax bill, an 
exemption of $1,446 would be required.  

• The total dollar value of local exemptions provided without state assistance has grown 
from approximately $2 million in 1998 to $3.9 million in 2004.    

• State reimbursement of $12.1 million offsets approximately 76% of expenses for the two 
primary local exemptions.  Over time, however, the reimbursement rules have led to 
unintended and inequitable results.  For example, 73 communities collectively received 
approximately $400,000 more than they spent for senior property tax exemptions. 

• A total of 253 communities received approximately $4.3 million less than they spent.   
• For its so-called clause 17D exemptions, state reimbursement for one community is more 

than two times greater than its local expenditures, whereas an abutting municipality 
receives less than 1% of what it spends.  

• Adding another layer of benefits to be provided at local option would only continue and 
enlarge these inequities.  
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Recommendations 

We offer two main recommendations to address the inequities documented in this report.   

1. The existing menu of local option benefits for seniors should be replaced with a single, 
standardized, state-funded program, with variables indexed to inflation. 

In keeping with the original legislative intent, the value of the average benefit should 
approximate 50% of the state average property tax bill:  50% of the 2004 state median 
property tax bill is $1,446.  Any reform should include a hold harmless provision to assure 
that no senior that presently receives a local benefit would receive less under the new 
program.  We recommend an expansion of the existing mechanisms of the state Circuit 
Breaker program to accomplish this objective.  To achieve an average level of relief at 50%, 
the net new cost to the Commonwealth would be approximately $16 million.  Page 20 of this 
report shows options and estimates for a phased-in achievement of the 50% objective.   

This approach would provide numerous advantages over the current law, including: 

• The benefit for each eligible senior homeowner would be determined by the same 
factors regardless of where they live. 

• Eligibility criteria would be uniform across the state and easily indexed on a 
regular basis.   

• Taxpayers would not be subject to the pressures of local option votes to increase 
benefits, which pit various local interests against one another.   

• Nearly $4 million in local revenue currently allocated to senior tax exemptions 
would become available for other purposes.  

• The administrative burden would shift from 351 local assessors’ offices and the 
Department of Revenue’s Division of Local Services to management under the 
Department of Revenue’s Income Tax Division, which oversees the current 
Circuit Breaker program. 

2. While we recommend that the local work-off and property tax deferral programs 
remain intact, we join others in recommending local flexibility in setting the interest 
rate charged in conjunction with the tax deferral program. 

A number of observers have concluded that the high, fixed statutory rate of interest charged 
on deferred property taxes is a major reason for under-utilization of this option for seniors.  
Allowing for a reasonable, but limited, interest rate would authorize adjustments to reflect 
market conditions.  In addition, we recommend that state and local agencies work to increase 
seniors’ awareness of the work-off and tax deferral programs.   
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SECTION 1 

INTRODUCTION, OBJECTIVES, METHODOLOGY 

This report presents the results of a follow-up study by the Office of the State Auditor, 
Division of Local Mandates (DLM), evaluating the financial impact of various forms of 
property tax relief on senior citizens and on the cities and towns of Massachusetts. This work 
was conducted pursuant to Section 6B of Chapter 11 of the General Laws, which authorizes 
the State Auditor to review any law having a significant impact on municipal finances, and to 
report resulting recommendations to the General Court. 

In 1998, this office released a report on G. L. c. 59, s. 5, clause 41, which at that time, was 
the primary state law providing property tax relief for elderly homeowners.  That report 
contained the following major findings: 

• The amount of the major exemption from property taxes had not been increased in 20 
years.   

• The $500 property tax break, which represented nearly half (48%) of the 1982 average 
tax bill, amounted to less than one-quarter of the 1998 average tax bill.  

• Due to the inadequacy of the $500 exemption, 26 communities had voted to offer 
greater exemptions, collectively providing $1million per year without state 
reimbursement. 

• A total of 117 communities provided nearly 2,400 exemptions without reimbursement 
due to a statutory cap on the number of state-reimbursed exemptions.  These 
exemptions collectively cost communities $1.2 million in 1998.  

• To keep pace with inflation, the income cap for eligibility would need to be $20,500, 
compared to the $13,000 cap approved in 1986.  The asset or “whole estate” limit to 
eligibility would need similar adjustment. 

 
As a result of these findings, the 1998 report recommended that the Legislature amend 
applicable law to: 

1. Increase the value of the elderly property tax exemption; 
2. Increase the income and asset eligibility caps; 
3. Increase state reimbursements to communities; and 
4. Repeal the cap on state reimbursement. 

 
Last year, DLM began a follow-up review of the 1998 report to determine: 

1. The status of recommendations made in the 1998 report;  
2. The effect of legislative action subsequent to the 1998 report; and 
3. The overall effectiveness of the current state and local senior property tax relief 

efforts. 
 

To facilitate our research, DLM conducted a statewide survey of programs offered by each 
city and town. In addition, information was gathered from the Massachusetts Department of 
Revenue (DOR), Division of Local Services, and use was made of DOR’s 2004 Tax  
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Classification Report.1 As contrasted with the narrower focus of our 1998 work, for this 
report we reviewed each of the five local and state programs currently offered, including the 
various local option property tax exemptions, the tax deferral option, the “work-off” 
program, and the state’s Circuit Breaker program.   

A brief description of each of these provisions follows, highlighting the legislative activity 
since our 1998 report.2 The usage and effectiveness of each of these programs is reported and 
discussed in the subsequent sections of this report.    

Summary of Five Senior Property Tax Relief Programs and Legislative Activity Since 1998  

Clause 17 Exemptions: G. L. c. 59, s. 5, clauses 17, 17C, 17C1/2, 17D, and 17E 
Dating back at least to the 1930s, the original Clause 17 is not subject to local acceptance.  It 
is mandatory for all cities and towns, and provides for a minimum exemption of $175 for 
qualifying seniors age 70 and over, and for certain surviving spouses and minor children.  
The qualifying asset ceiling is $20,000, and there is no income limit.  By voting to accept 
17C, 17C1/2, or 17D,3 communities may increase the qualifying asset ceiling to $40,000 to 
expand eligibility.  Another local option law allows communities to increase the exemption 
amount up to $350,4 while another allows a vote to apply an annual cost of living adjustment 
to the exemption amount.5  In 2000, the Legislature added clause 17E to allow communities 
to vote to apply an annual inflation index to the asset limit.6  At times in this report we refer 
to this collective group as the “Clause 17s.”  Because there is no income eligibility limit, 
some seniors who would be ineligible for the greater Clause 41 exemptions do qualify for the 
smaller Clause 17 benefits.     

Clause 41 Exemptions: G. L. c. 59, s. 5, clauses 41, 41B, 41C, new 41C, and 41D  
Dating back to the early 1960s, the original Clause 41 is mandatory.  It requires that all cities 
and towns provide qualifying seniors age 70 and over a minimum exemption of $500, if 
income does not exceed $6,000 for singles and $7,000 for married couples; the asset limits 
are $17,000/single and $20,000/married.7  By voting to accept Clause 41B or 41C, 
communities may increase the qualifying income and asset eligibility ceilings to expand 
eligibility.8  In 2000, the Legislature added clause 41D to allow for cost of living adjustments 
to both eligibility limits, subject to local acceptance.9   

                                                 
 
1 Massachusetts Department of Revenue, Division of Local Services, Tax Classification Report As Required by 

Chapter 3 of the Acts of 2004, December 2004. 
2 For brevity, some qualifying details are not described here, including the length of domicile & home 

ownership requirements, and definitions of “income” and “assets” that vary across clauses and programs.  
3 The asset ceiling is $40,000 for clauses 17C, 17C1/2, and 17D, but each defines “assets” differently.   
4 St. 1986, c. 73 
5 St. 1995, c. 181 
6 St. 2000, c. 380 
7 With specified caveats, asset ceiling may reach $40,000/single and $45,000/married. 
8 Clause 41B allows income ceilings of $10,000/single and $12,000/married; asset limits are $20,000 and 

$23,000.   
   41C allows income ceilings at $13,000/single and $15,000/married; asset limits are $28,000 and $30,000.       
9 St. 2000, c. 380 
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Subsequent to our last report, the Legislature amended Clause 41C to provide five additional 
local options to expand eligibility and increase the exemption amount.10  

Pursuant to “new 41C,” communities may vote to provide one, more, or all of the following 
adjustments: 

• Reduce the eligibility age from 70 to 65;  
• Increase the $500 exemption to any amount from $501 to $1,000; 
• Increase the income ceilings to as much as $20,000/single and $30,000/married; 
• Increase the asset limit to as much as $40,000/single and $55,000/married; 
• Exclude the value of a home with as many as four units from determination of assets. 

At times in this report we refer to this collective group as the “Clause 41s.”  
 
Clause 41A Deferral:  G. L. c. 59, s. 5, clause 41A        
Clause 41A is not subject to local acceptance.  It applies in every community, and allows 
qualified individuals age 65 and over to enter into tax deferral and recovery agreements to 
postpone payment of property taxes until the property is sold.  The 41A income eligibility 
ceiling is $20,000, unless the community votes to allow a ceiling up to $40,000.11  Interest is 
charged on deferred amounts at the rate of 8% per year. 

Work-Off Program: G. L. c. 59, s. 5K   
In 1999, the Legislature authorized cities and towns to vote to accept Section 5K to offer 
residents age 60 and over the opportunity to reduce their property tax obligation by as much 
as $500 in exchange for community service.12  A 2002 amendment authorized communities 
to increase the work-off limit by any amount up to $750.13 The hourly credit for this work 
may not exceed the state’s hourly minimum wage rate. 

Circuit Breaker Program, G. L. c. 62, s. 6(k) 
Also in 1999, the Legislature established the Circuit Breaker program to offer eligible 
homeowners and renters age 65 and over a state income tax credit, or refund if no taxes are 
owed.  The eligibility criteria and the maximum allowed annual credits are indexed to 
inflation.  For 2004, a maximum credit of $820 is available, with income limits set at 
$44,000/single and $66,000/married; assessed value of the property may not exceed 
$441,000.  The benefit for a given individual is the amount by which property taxes plus one-
half of water and sewer payments exceed 10% of the taxpayer’s income – up to the 
maximum annual allowance.  Renters may qualify if 25% of rent payments exceed 10% of 
income – up to the maximum annual limit.  As a state-level program, Circuit Breaker is 
available without regard to the city or town in which a taxpayer resides, and does not impact 
local revenues.    

 

 

 

                                                 
10 St. 2002, c.184, s. 51.   
11 St. 1991, c.138 
12 St. 1999, c. 127, s. 59 
13 St. 2002, c. 184, s. 52 
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Notes on Combining Benefits and State Reimbursement 

As a general rule, senior citizens are entitled to one property tax exemption and may not 
combine benefits from the various clauses.14  Nonetheless, a qualifying senior may take 
advantage of whichever of the Clause 17s or Clause 41s is in effect in their community, and 
then defer the remainder under a Clause 41A agreement.  The Section 5K work-off program 
is available in combination with any of these other tax breaks.  For example, a qualifying 
senior might receive a Clause 41 $500 exemption, work off an additional $750 worth of taxes 
if the senior’s community voted to provide the maximum Section 5K allowance, then defer 
the remainder under Clause 41A.  Finally, a qualifying senior may access the state Circuit 
Breaker program (as much as $820 in 2004) in addition to any of the local benefits, but the 
value of any tax relief supplied locally will not be counted as “taxes paid” in Circuit Breaker 
calculations.  Combining the standard value of the local Clause 41 exemption, the maximum 
work-off benefit and the maximum state Circuit Breaker credit could result in total property 
tax relief of $2,070 – more than 70% of the state median property tax bill for 2004. 

The state fully reimburses communities for exemptions granted under the original, mandatory 
Clause 17 and Clause 41, but provides no additional assistance for the increased numbers or 
amounts of exemptions granted under the more inclusive and/or generous local option 
clauses.  The reimbursement rules are discussed more fully later in this report. 

Since our 1998 report, the Legislature has established two new programs, work-off and 
Circuit Breaker, and provided new options to communities to increase the value of senior tax 
exemptions and expand the eligibility limits to encompass more individuals.  These 
enactments allow each city and town to choose to implement one or more of as many as 8 
different adjustments to existing relief provided by the community.  Combined with the 8 
options that predate 1998, cities and towns may now choose from as many as 16 local 
option provisions governing senior property tax relief.  Even though state reimbursement 
issues have not been addressed directly, enactment of the state Circuit Breaker program 
provides expanded eligibility criteria and greater relief to senior property taxpayers – with no 
adverse impact on local revenues.  The next section of this report shows trends in utilization 
of the five senior property tax relief programs. 

                                                 
14 G. L. c. 59, s. 5 provides exceptions to this rule for Clause 18A deferrals (financial hardship), and Clause 45 

exemptions (solar or wind powered energy systems.) 
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SECTION 2 

STATEWIDE TRENDS 

This section reports statewide trends in the number and dollar value of four of the five senior 
property tax relief programs.  Only one year’s worth of data is available for the volunteer 
work-off option, so there are no reportable trends, per se.  DLM developed the one year of 
data on this program through a telephone survey of local assessors and councils on aging; in 
most cases, this data reflects fiscal 2004 experience, and is discussed at the end of this 
section.  The Department of Revenue’s (DOR) Division of Local Services provided data for 
the local exemption and deferral statutes, clauses 17, 17C, 17C1/2, 17D, 17E, 41, 41A, 41B, 
41C,  new 41C, and 41D covering the 10-year period from 1995 through 2004.15  The DOR 
Office of Tax Policy Analysis provided the data for the state Circuit Breaker program 
covering tax years 2001 through 2003.  Figure 1 shows utilization trends derived from this 
data, and Appendices 1 and 2 show the type, number, and value of exemptions granted in 
each community.  

Figure 1 
 

 

Trends in Number of Senior Tax Breaks

30,905 30,071
28,414

27,027
25,321

23,548

19,699 19,443 18,948 18,639 18,276 18,441 18,527 17,471 16,380

1,292 1,306 1,339 1,204 1,176 1,148 1,120 1,132 1,135 1,139

38,697

20,81320,35921,00121,900

15,300

31,240

25,565

0

5,000

10,000

15,000

20,000

25,000

30,000

35,000

40,000

45,000

19
95

19
96

19
97

19
98

19
99

20
00

20
01

20
02

20
03

20
04

Fiscal Year

E
xe

m
pt

io
ns

 G
ra

nt
ed

Circuit BreakerClause 41s 

Clause 17s 

Clause 41A Deferral

While utilization of the senior property tax deferral program has remained relatively static 
over time, the traditional local option exemption statutes are serving fewer Massachusetts 
seniors each year, and Circuit Breaker credits have increased dramatically.  A more 
detailed discussion of experience under each of these programs follows.  

                                                 
15 Database current through November 8, 2004, excluding 9 communities that had not filed complete reports 

with DOR as of that date, and excluding 11 municipalities that granted no exemptions in 2004.     
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After Only Three Years’ Experience, the State Circuit Breaker Program Provides More 
Property Tax Relief for More Seniors Than the Four Local Programs Combined. 

In contrast to the decline in the number of local property tax exemptions and a low, steady 
trend for deferrals, the number of seniors receiving the Circuit Breaker state income tax 
credit increased from 25,565 in its first year, 2001, to 38,697 in 2003, an increase of 51% 
over the period.  In just three years the Circuit Breaker has become the largest of the five 
major programs.  With $23.8 million in total claims for tax year 2003, this program now 
provides greater tax relief to seniors than the $20.9 million combined value of the Clause 
17s, the Clause 41s, property tax deferrals, and volunteer work-off programs.  The maximum 
allowed credit has grown from $385 in 2001 to $820 in 2004, an increase of 113%.    

10,000 Fewer Seniors Received Clause 41 Exemptions In 2004 Than In 1995. 

The sharpest decline is in the number of the various Clause 41 exemptions. Over the period, 
the number of these exemptions fell from 30,905 in 1995 to 20,813 in 2004, a decrease of 
33%. The State Auditor, local officials, and the General Court have attributed the decline to 
income and asset ceilings that essentially had remained at 1986 levels16 until significant 
numbers of municipalities voted to increase Clause 41C thresholds pursuant to legislative 
authorization in 200217. Because qualifying criteria stayed at 1986 levels for so long, 
approximately 10,000 fewer Clause 41 exemptions were granted in 2004 than in 1995.  

It is important to note that the downward trend begins to slow in 2003, after the Legislature 
authorized communities to vote to increase the qualifying criteria. In 2004, the number of 
exemptions under the Clause 41s increased by 454 (2%), the first increase in over 10 years.  
A major factor in this change in direction is that 119 cities and towns voted to adopt one or 
more of the several new options to expand eligibility and increase the value of the standard 
$500 exemption. 

Among this group, 110 increased the income eligibility limit, with 91 adopting the maximum 
allowed level of $20,000 single/$30,000 married.  Of the same group, 97 voted to increase 
the asset limit, with 84 approving the maximum limit of $40,000 single/$55,000 married.  
Moreover, 74 of these cities and towns lowered the age of eligibility for the Clause 41C 
exemption from 70 to 65, further widening eligibility, thereby increasing current and future 
41C applications. 

The new Clause 41C also provides a local option to increase the exemption to any amount 
between $501 and $1,000.  A total of 76 communities voted to raise the exemption amount, 
with 46 of them adopting the maximum of $1,000.  The average Clause 41C exemption for 
this group of municipalities is $885.  The acceptances to date have already had an impact on 
the statewide data.  The average dollar amount for all Clause 41 exemptions statewide rose 
from $54318 per exemption in 2002 to $601 in 2004.  However, across all communities, the 

                                                 
16 Note that St. 2000, c. 380 added Clause 41D, allowing communities to vote to increase eligibility ceilings 

pursuant to the increase in the Consumer Price Index.  Since only 20 municipalities voted to accept Clause 
41D, this measure had little impact on participation rates.   

17 St. 2002, c. 184, s. 51 amending G.L. c. 59, s. 5, Clause 41C, known as “new 41C.”   
18 As noted in our 1998 report, 26 cities and towns increased the Clause 41C exemption amount under a statute 

allowing municipalities to vote to increase all G.L. c. 59, s. 5 exemptions by up to 100 %.  See St. 1986, c. 73.  
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most frequently occurring Clause 41 exemption amount is still $500, the mathematical mode.  
Appendix 3 shows the details of new Clause 41C acceptance.   Fiscal 2004 amounts granted 
under the various Clause 41s exceed $12.5 million.   

Nearly 4,400 Fewer Individuals Received Clause 17 Exemptions in 2004 Than in 1995. 

Over the 1995 – 2004 period, the number of exemptions under the various Clause 17s 
declined by 22%, from a high of 19,699 in 1995 to 15,300 in 2004.  Most of the decrease 
occurred in the final four years.  This decline occurred despite approval of Clause 17E by the 
Legislature in 2000.19  Clause 17E authorizes cities and towns to vote to expand eligibility by 
increasing the Clause 17 asset ceiling according to the Consumer Price Index annually.  DOR 
data indicates that only 18 municipalities have voted to accept Clause 17E.  Most 
communities (240) operate under Clause 17D that sets the asset eligibility ceiling at the flat 
rate of $40,000, not including the value of a domicile with as many as three units. 

Since authorized in 1986, 36 communities voted to increase the standard $175 Clause 17 
exemption by as much as 100%.20  A 1995 act21 allows for a vote to apply an annual cost of 
living adjustment to the standard amount, but the data does not identify which cities and 
towns may have accepted this provision.  As a result, the average 2004 Clause 17 exemption 
is $230, but the amount most commonly provided across the state remains at $175, the 
mathematical mode.  Fiscal 2004 amounts exempted under the various Clause 17s exceed 
$3.5 million.  

Use of the Tax Deferral Program Has Remained Low over the Last 10 Years. 

Over the period, the number of Clause 41A property tax deferrals granted from year to year 
has not varied significantly, going from 1,292 deferrals in 1995 to 1,135 in 2004.  Use of this 
program peaked in 1997, with 1,339 seniors deferring all or part of their property taxes until 
their home is sold.  Utilization of this program remains low, despite the fact that it could 
provide the greatest immediate tax relief to fixed income seniors.  Factors contributing to the 
low rate of usage include the reluctance of seniors to pass this debt onto heirs, and annual 
interest rates of 8% charged on deferred amounts.  Nonetheless, seniors electing this option 
deferred over $3.5 million in property taxes in 2004, averaging approximately $3,100 per 
person.  

Over 2,400 Seniors Worked Off $1.3 Million in Property Taxes in 2004. 

As noted earlier, DLM developed one year of data on experience under the senior work-off 
program through a survey of local assessors and councils on aging.  This data shows that 153 
communities have accepted the program and 129 communities had actually implemented the 
option as of the time of our calls.  Respondents reported that a total of 2,443 individuals age 
60 and over worked off $1,310,784 of their property tax obligations, averaging  $537 per 
person.  

                                                 
19 St. 2000, c. 380. 
20 See footnote above regarding St. 1986, c. 73.   
21 St. 1995, c.181.  Note: if a community had previously voted to increase the $175 exemption per Chapter 73, 

the Chapter 181 increase would be applied to that higher amount. 
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 Senior Tax Relief under the Five Programs Exceeded $44.6 Million in 2004. 

Table 1 shows the amounts of property tax relief afforded senior citizens under each of the 
five programs in 2004.  The state Circuit Breaker program provided over half of the 
combined total.   

Table 1 
 

 

Amount of Senior Tax Relief 
Under Five Programs: 2004 

Senior Tax Relief 
Programs Tax Relief Amount Percent of Total 

Circuit Breaker $23,764,299 53% 

Clause 41s $12,508,878 28% 

Clause 17s $3,520,579 8% 

Deferral $3,529,799 8% 

Work Off $1,310,784 3% 

 

Total $44,634,339 100% 

 
The $44.6 million in senior property tax relief amounts to less than 1% of the nearly 
$6.4 billion in property taxes paid on residential properties in 2004.   
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SECTION 3 

BROAD DISPARITY IN LOCAL OPTION BENEFITS FOR SENIORS 

 

As shown by the utilization trends, there is a wide disparity in the amount of property tax 
relief available to seniors, depending upon the community in which the senior resides.  There 
are two statewide programs that function without regard to residence, the Circuit Breaker 
program, and the property tax deferral program.  Beyond these, there is a complex and 
inconsistent menu of tax relief for seniors.  The benefit in any given community depends 
upon which combination of the 16 possible local option provisions is in effect.  
Accordingly, seniors of identical age and financial condition residing in neighboring 
communities are likely to receive different benefits – or no benefit at all – depending upon 
the level of municipal acceptance.   

The Minimum Abatements Relieved 6% (under Clause 17) or 17% (under Clause 41) of 
the 2004 Median Tax Bill. 

In cities and towns that have not voted to accept any of the more generous and/or inclusive 
statutory options, the minimum property tax break for qualifying individuals age 70 and over 
is either $175 (Clause 17) or $500 (Clause 41).  With relatively low asset and income 
ceilings22, dwindling numbers of people qualify under these clauses.  DOR data indicates that 
3 towns in this group provided Clause 17 exemptions to 11 individuals in 2004, abating about 
6% of the median property tax bill that year, $2,891.  The data also shows that 11 
municipalities provided Clause 41 exemptions to 91 individuals, abating approximately 17% 
of the 2004 state median property tax bill.  A total of 11 small communities provided no local 
abatements in 2004.23

The Maximum Relief Could Reduce the 2004 Median Tax Bill by 60%. 

A combination of local option votes would result in the greatest property tax relief for seniors 
at the municipal level.  This combination would include acceptance of each of the five 
elements of the 2002 amendments to Clause 41C24.  Primary among these is increasing the 
amount of the exemption to $1,000.  Chapter 73 of the Acts of 1986 also allows communities 
to increase the base exemption up to $1,000, but only for persons age 70 and over.  
Additionally, a city or town may vote to allow those age 60 and over to work off as much as 
$750 of their tax liability, by accepting G. L. c. 59, s. 5K.  Combining section 5K with either 
“new 41C” or Chapter 73 of the Acts of 1986 would provide the maximum local option 
benefit, $1,750, to relieve approximately 60% of the 2004 median property tax bill.  The data 
indicate that 29 communities have voted to provide the maximum Clause 41 exemption and 
to provide the work-off opportunity.   

                                                 
22 Clause 17 has no income ceiling and a defined asset limit of $20,000.  The Clause 41 income ceiling is 

$6,000/single, $7,000/married, with asset limits of $17,000/$20,000.   
23 This would be because no one qualified or applied. 
24 “New” Clause 41C is more fully described on page 3. 
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There Are 101 Different Tax Break Amounts under the Various Clause 17s and 41s.   

As explained above, tax breaks under the various Clause 17s and Clause 41s range from $175 
to $1,000.  In between these extremes, across all communities there are 54 different amounts 
granted under the various Clause 17 options, and 47 under the various Clause 41 options.  
The different values may be a function of the point back in time a given community may 
have voted to apply a percentage increase to an exemption; one may have chosen a 5% 
increase, and another a 100% increase.  Differences also arise from accepting the option to 
apply cost of living increases to the exemption, and the compounded effect over different 
time periods25.  Table 2 shows the number of cities and towns providing tax breaks in 
various ranges of value.  Appendix 4 shows specific amounts for each city and town.   

Table 2 
 

Number of Communities and Levels of Senior Tax Exemptions: 2004 

Clauses 41, 41B, 41C, and "New 41C"
Average Tax Exemption  

Clauses 17, 17C, 17C1/2, and 17D
Average Tax Exemption 

Exemption 
Value Range 

Number 
of Communities  

Exemption
Value 
Range 

Number 
of Communities 

$1,000 43  $500 2 

$900 - $999 6  $400 - $499 6 

$800 - $899 6  $300 - $399 24 

$700 - $799 24  $200 - $299 55 

$600 - $699 12  $175 -$199 184 

$500 - $599 239    

 

Even though these wide variations exist, the minimum allowances under the Clause 17s and 
Clause 41s are the most common across communities, and therefore determine the value of 
local tax relief for the majority of seniors. Accordingly, most seniors who qualify under the 
Clause 17s have their property taxes reduced by 6% ($175), and under the Clause 41s 
property taxes are reduced by 17% ($500).   

Present Day Seniors Bear a Greater Tax Burden Than Prior Generations Under Local 
Programs. 

Although the average value of senior tax relief at the local level has remained fairly static 
since the 1970s, average property tax bills have multiplied, so that today’s seniors bear a 
greater tax burden than predecessors.  In 1977, the Legislature increased the Clause 41 
exemption from $350 to $500, so that on average, seniors were relieved of about 50% of their 
                                                 
25 St. 1986, c. 73 allows communities to increase the base exemption under any of the Clause 17s and/or Clause 

41s by up to 100%.  St. 1995, c. 181 allows an annual cost of living adjustment to the clause 17s.  If a 
community had previously increased the base $175 Clause 17 exemption per Chapter 73, any Chapter 181 
increase would be applied to that higher amount.  
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property taxes.  Since 1982, the $500 exemption has abated a diminishing proportion.  See 
Figure 2.  

 

Figure 2 
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An average exemption of approximately $1,446 would be required to provide present 
day seniors a comparable rate of property tax relief that cities and towns provided 
prior generations. 
 

Eligibility Criteria Vary Widely. 

Just as the value of property tax relief varies from community to community, the standards 
for qualifying for the tax breaks vary – again, depending upon which clauses a community 
may have voted to accept.  There are five different “17s”:  17, 17C, 17C1/2, 17D, and 17E, 
each with a distinct qualifying asset limit. These range from $20,000 to $40,000, with 
additional caveats.  For example, most (241) communities have accepted Clause 17D, 
specifying that the $40,000 asset limit does not include the value of the domicile when it is a 
one-, two-, or three family home.  By illustration, a 70-year-old with assets of $35,000 with a 
three-family home qualifies if his home is in Town A, which has accepted Clause 17D.  But 
his 70-year-old friend with the same assets and a three-family home in Town B does not 
qualify, because Town B operates under Clause 17C.    

Similarly, cities and towns may choose among five different Clause 41s: 41, 41B, 41C, new 
41C, and 41D, each with distinct qualifying income and asset limits.  The income ceilings 
range from $6,000 to $20,000 for single individuals, and asset limits span from $40,000 to 
$55,000.  Most (301) communities have voted to accept one of the Clause 41Cs, but the data 
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do not distinguish between those using the “old” (income limit at $13,000/single) and the 
“new” (income limit at $20,000/single) 41C.    

Another factor of inconsistent eligibility standards is the qualifying age limit.  The data show 
that just over 20% of the cities and towns have voted to accept the new Clause 41C standard 
age of 65.  All other factors being equal, individuals in these 74 communities qualify five 
years earlier than peers who live in towns that have not accepted this element of the 
new Clause 41C.26

Eligibility Standards Have Not Kept Pace with Inflation.    

Income eligibility limits for the state Circuit Breaker program are indexed to inflation and set 
at $44,000 (single) and $66,000 (married) for tax year 2004.  Measured against this standard, 
even the most inclusive eligibility ceilings for local property tax exemptions lag far behind, 
so that more seniors become ineligible over time.  In 2000, the Legislature added clauses 17E 
and 41D27, allowing communities to vote to apply a cost of living factor to the eligibility 
standards.  The 2004 database shows that 18 communities accepted Clause 17E, and 20 
adopted Clause 41D28, so that the vast majority of cities and towns have no provision to 
adjust these standards relative to inflation.    

                                                 
26 Appendix 3 shows which cities and towns have accepted each of the five elements of new Clause 41C. 
27 St. 2000, c. 380 
28 Appendix 1 shows which communities have accepted clauses 17E and 41D.   
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SECTION 4 

BROAD DISPARITY IN STATE REIMBURSEMENTS TO CITIES AND TOWNS 

At one time 100% funded by the Commonwealth, the overall rate of present-day reimbursement 
for local exemptions granted under the various Clause 17s and Clause 41s has declined.  State 
aid of approximately $12.1 million offsets approximately 76% of the $16 million in tax relief 
cities and towns granted to senior citizens under these clauses in fiscal 2004.  This shortfall is the 
result of statutory aid restrictions that limit reimbursement for communities that vote to provide 
the more generous local option tax breaks.29  Although many communities receive less than their 
local expenditures, these restrictions also result in some cities and towns receiving more 
state aid than they actually grant in senior tax exemptions.  Municipalities that are negatively 
impacted share a combined $3.9 million shortfall, whereas others receive collectively just over 
$424,000 more than they spend.  This section describes these statutory restrictions and illustrates 
their inequitable impact on cities and towns.  First, we show the local financial impacts for the 
Clause 17s and Clause 41s, separately, and then conclude this section showing the combined 
impact.  

The Reimbursement Limits  

The reimbursement limits for the vast majority of communities reach back to factors derived 
from the point in time when the only available senior property tax breaks were the basic, 
mandatory clauses 17 and 41 that were subject to full state reimbursement.  The series of 
enactments beginning in the early 1980s that allowed communities to vote to offer more 
inclusive and/or generous benefits included language to limit the state’s reimbursement 
obligations to pre-local acceptance levels.  After widespread acceptance of the various local 
options, reimbursement for most cities and towns has been capped for over 20 years.  As 
demographic and economic changes occurred over the last two decades, the longstanding 
reimbursement caps led to inequities across communities.    

The reimbursement methodologies for the various Clause 17s and Clause 41s differ in one 
important aspect.  While reimbursement for the optional Clause 41s is “capped” at pre-local 
acceptance levels, state aid for the optional Clause 17s is “frozen.”  A municipality that has 
accepted one of the local option Clause 41s will never receive more reimbursement than it 
received in the year prior to local acceptance, but reimbursement will decline in any year that 
fewer exemptions are granted.  Reimbursement for the optional Clause 17s works differently.  A 
municipality that has accepted a local option version of Clause 17 will never receive more or less 
reimbursement than it received in the year prior to local acceptance.  Even if the community 
grants fewer exemptions in a given year, the amount of reimbursement does not change; it is in 
effect “frozen” regardless of exemption activity.  DOR explains that the only exception to this 
rule is that in any year in which a municipality grants no Clause 17 exemptions, there is no 
                                                 
29Relevant text at the end of G. L. c. 59, s. 5, local option clauses 17C, 17C1/2 and 17D provides that state 

reimbursement shall equal the amount of aid the community received in the last year it operated under the 
mandatory clause 17.  Text at the end of clauses 17E and 41D states: “Acceptance of this clause by any city or 
town shall not increase its reimbursement by the commonwealth under this section.”  Text at the end of Clause 41 
provides that the number of exemptions to be used for aid computations in cities and towns that voted to adopt 
more inclusive local option eligibility standards shall not exceed the number the community granted in the last 
year it operated under mandatory Clause 41.  St. 1986, c. 73, s. 4 provides that the amount of reimbursement per 
exemption shall not exceed the amount otherwise payable under the basic Clause 17 or Clause 41.   
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“reimbursement.”  If even one exemption were granted in a subsequent year, state 
reimbursement would be restored to the amount allotted prior to local acceptance.  These rules 
have led to unintended and inequitable results.   

The Clause 17s 

A Total of 47 Cities and Towns Collectively Receive $500,000 More in State 
Reimbursement Than They Grant in the Various Clause 17 Exemptions. 
 
The 2004 data shows that 27130 municipalities granted approximately $3.5 million in senior tax 
relief under clauses 17, 17C, 17C1/2, 17D and 17E, and received approximately $2.4 million in 
state reimbursement.  On these exemptions, the overall reimbursement rate is approximately 
68%.  For eight communities, state reimbursement equals the precise amount of local 
expenditures, consistent with historical practice.  The remaining communities fall into three 
groups: 47 that receive more than 100%, 197 that receive some assistance but less than 100%, 
and 19 that receive no assistance.   

Because they grant fewer exemptions today than in their last year of participation under the 
original, mandatory Clause 17, 47 communities receive more than they spend.  This group grants 
3,283 exemptions under the various optional Clause 17s, providing almost $700,000 in senior tax 
relief.  Yet the state distributes almost $1.2 million to this group, approximately $500,000 more 
than they actually spend.  Overpayments range from minor amounts, i.e. $50, to more significant 
amounts, i.e. $92,437, and average $10,663 across the group.  The majority, 32 of this group, 
gets 150% or more of what they spend.  

A Total of 197 Communities Receive Approximately $1.6 Million Less in State 
Reimbursement Than They Grant in the Various Clause 17 Exemptions.  
 
This group receives less than they spend because they grant more exemptions under one of the 
various local option versions of Clause 17 than they did under the original, mandatory Clause 17.  
This group grants 11,691 exemptions under the Clause 17s, providing approximately $2.8 
million in senior tax relief against reimbursement approaching $1.2 million.  Consequently, this 
group shares a $1.6 million reimbursement deficiency.  The overall rate of reimbursement for 
this group is approximately 43%.  Shortfalls range from minor amounts (e.g., $13) to significant 
amounts (e.g., $419,414) and average about $8,000.  The Commonwealth reimburses the vast 
majority, 140 of these communities, less than 50% of their expenditures.   

A Total of 19 Small Towns Receive No State Assistance for Nearly 300 Exemptions.    
 
Regardless of the number of exemptions they might grant under any of the optional Clause 17s, 
this group will never be eligible for state assistance, because they granted no exemptions in their 
last year under the mandatory Clause 17.31  Any state reimbursement is frozen at the amount 
allotted pre-local acceptance, which in these cases was zero.  This group granted 279 exemptions 
in 2004, providing senior tax relief exceeding $55,000.  In most cases the present impact is 
negligible, less than $1,000.  For three of this group, the shortfall exceeds $10,000.  

                                                 
30 This number is fewer than 351, the total number of cities and towns, because it includes only those that granted 

exemptions under the Clause 17s in 2004 and excludes others to reconcile to our November 2004 database.   
31 This is likely because no one met the eligibility standards or applied at that time.    
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Illustration of Disparity for Two Cities:  One Gets 220%, the Other Less Than 1%.   
 
A comparison of the data for two similar cities illustrates the disparities caused by the 
reimbursement freeze.  These are contiguous communities with similar demographics, and both 
offer a $175 exemption under Clause 17D.  Yet one is reimbursed 220% of its exemption costs, 
whereas its neighbor receives less than 1%.  Table 3 displays the relevant data.   

Table 3 
 

City cl.17D cl.17D cl.17D cl.17D cl.17D
Cap Exemptions Cost Reimbursement Reimbursement

Granted %
X 486 221 38,675$  85,120$              220%
Y 2 348 60,900$  350$                   1%

2004 Clause 17D Reimbursement Inequity for Two Selected Cities

 
 
The City of “X” granted 221 clause 17D exemptions in 2004.  At $175 per exemption, City X’s 
seniors received $38,675 in property tax relief.  However, City X was “reimbursed” $85,120, or 
$385 per exemption.  In contrast, the City of “Y” granted more exemptions, 348, amounting to 
$60,900 in tax relief yet received less reimbursement, only $350, or about $1 per exemption.   

This inequitable situation results from the statutory restriction on reimbursement calculations 
that freeze state aid for exemptions under the clause 17s at the pre-local acceptance levels.  
Regardless of actual activity, aid for the City of X is based upon 486 exemptions.  This is the 
number of exemptions granted in City X under the original, mandatory clause 17 in 1982, the 
year prior to adoption of a more inclusive local option.  Similarly, aid for the City of Y is based 
upon two exemptions, the number granted in that community before it voted to adopt a more 
inclusive local option provision in 1983.32     

The Clause 41s   

Just Over Half of the Municipalities Receive 100% Reimbursement, While the Others 
Average 57%.   
 
Much like the Clause 17s, many communities granting exemptions under the Clause 41s receive 
less than full reimbursement, and others are fully reimbursed.  However, unlike the Clause 17s, 
“over-reimbursement” on the Clause 41s is not an issue due to differences in the statutory 
reimbursement language.33

The 2004 data shows that 330 municipalities granted approximately $12.5 million in senior tax 
relief under clauses 41, 41B, 41C, new 41C, and 41D, and received approximately $9.8 million 
in state reimbursement.  For these exemptions, the overall reimbursement rate is 78%.   

                                                 
32 As noted above, the exception to this rule is if any community grants zero Clause 17 exemptions in a given year, it 

will receive no aid in that year.   
33 See footnote 29.   

-15- 



 

Of these communities, 180 receive 100% reimbursement, while the remaining group of 150 
average 57%.  The fully reimbursed group granted over 12,000 exemptions under the various 
Clause 41s, providing approximately $6 million in senior tax relief.  The average tax relief per 
exemption for this group is $500, the minimum legal amount; the average reimbursement per 
exemption is $502.34  Total local expenditures, and hence reimbursements, for this group range 
from $502 to about $360,000.    

The 150 cities and towns that receive less than full reimbursement share a combined deficiency 
of approximately $2.8 million.  As documented in our 1998 report, a community operating under 
any of the local option Clause 41s will have a reimbursement deficiency if it:  (1) grants a 
number of exemptions exceeding the reimbursement cap, and/or (2) grants exemptions above the 
$500 statutory minimum.  This group grants approximately 8,700 exemptions worth 
approximately $6.5 million and receives about $3.7 million in state assistance, for a 
reimbursement rate of 57%.  Averaging about $750 per exemption, these communities provide a 
greater tax relief benefit per exemption than the fully reimbursed group, yet receive about the 
same reimbursement per exemption, $502.   

The Combined Impact  

As noted at the beginning of this section, the overall rate of state reimbursement combined for 
the various exemptions under the Clause 17s and Clause 41s has declined from 100% in the early 
1980s to approximately 76% today.  Table 4 shows the total value of these exemptions and state 
reimbursements for 2004, with the deficiency in state reimbursements approaching $3.9 million.  
Appendix 5 shows these amounts for each city and town.       

Table 4  
 
 

 

 

Clause 17s Clause 41s Total

Exemptions Granted 3,520,579$         12,508,878$ 16,029,457$ 

Exemption Reimbursements 2,364,099$         9,775,956$   12,140,055$ 

Unreimbursed Amount (1,156,480)$       (2,732,922)$ (3,889,402)$ 

Reimbursement Percent 76%

Total Exemptions Granted and Reimbursement
2004

Under all of the Clause 17s and Clause 41s, communities granted over 36,000 exemptions, at an 
average of $443.  The average reimbursement per exemption was $335.   

                                                 
34 Reimbursement for the Clause 41s includes an extra $2 per exemption to help offset administrative expenses. 
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Combined Reimbursement Rates Range from 382% to Less Than 1%.    
 
Even excluding the upper and lower extremes from this range, the disparity in the combined rates 
of state reimbursement remains wide, from almost 170% to about 9%.  As a result of the 
statutory freeze on state aid for the Clause 17s, a group of 73 cities and towns receives $424,000 
more than they spend for senior property tax relief.  The average rate of overpayment for this 
group is 113%, with one city receiving over $71,500 more than its expenditures.   

Whereas five communities receive precisely 100% of their expenditures, a group of 253 receive 
less than 100%.  The greatest shortfall for a single community approaches $700,000, and exceeds 
$4.3 million for this group.  The average rate of under-reimbursement is 66%.  

The combined reimbursement rate in approximately one-third of the cities and towns clusters 
within the 90% to 110% range, whereas the rates for two thirds of communities reach greater 
extremes.  Table 5 shows the number of municipalities receiving various levels of state 
reimbursement for exemptions granted under the various Clause 17s and Clause 41s.   

Table 5 

 
 

Reimbursement Number 
Percent Range of Municipalities
100% - 382% 78
80% - 99% 86
60% - 79% 72
40% - 59% 58
20% - 39% 30
<1% - 19% 7

2004 Reimbursement Rates
Clauses 17, 17C, 17C1/2, 17D, 17E, 41, 41B, 41C, New 41C, and 41D

The next and final section of this report offers recommendations to address these inequities.   
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SECTION 5 

RECOMMENDATIONS 

 1. CONSOLIDATION OF CURRENT PROGRAMS 

As this report demonstrates, the evolving patchwork of laws to provide property tax relief for 
seniors has resulted in widespread inconsistencies and inequities in two distinct areas. One is the 
broad disparity in tax relief offered to seniors from one community to the next, and the erosion of 
the value of these benefits over time.   The other is the broad disparity in state reimbursements to 
cities and towns, and the burden on other property taxpayers.  Adding another layer of benefits to 
be provided at local option would only enlarge these inequities.  

The local option approach creates, by its very nature, an unbalanced system. Prior to the creation 
of the Circuit Breaker program, the state placed the burden of any additional benefits on cities 
and towns.  This cap on state reimbursements has served as a disincentive to local adoption of 
more inclusive eligibility standards and increased exemption amounts for seniors.   Any 
expansion of local relief for seniors resulted in a shift of property tax burdens to other taxpayers.  
This approach creates significant conflict between seniors and other property owners when 
addressing the competing interests of senior property tax relief and funding for local services. 

Accordingly, we recommend that the existing menu of local option benefits for seniors be 
replaced with a single, standardized, state-funded program, with variables indexed to 
inflation.  This menu includes G. L. c. 59, s. 5, clauses 17, 17C, 17C1/2, 17D, 17E, 41, 41B, 
41C, new 41C, and 41D.  In keeping with the original legislative intent, the value of the average 
benefit should approximate 50% of the state average property tax bill: 50% of the fiscal 2004 
median bill of $2,891 is $1,446.  Any reform should also include a hold harmless provision to 
assure that no senior that presently receives a local property tax benefit would receive less under 
the new program. 

A ready means to implement such a program would be to expand upon the existing mechanisms 
of the state Circuit Breaker Law at G. L. c. 62, s. 6(k).  As described earlier, this program 
provides either a credit against state income taxes due or a direct state payment to eligible 
persons age 65 and over if the assessed value of their home does not exceed an established 
ceiling, $441,000 for calendar year 2004.  Current eligibility criteria include income limits for 
single filers at $44,000 and for married filers at $66,000.  Because the law provides for annual 
inflation adjustments for these and other related factors, the Circuit Breaker income eligibility 
criteria would encompass every senior that presently meets the income eligibility criteria under 
any of the current local option laws their community may have adopted.  Proposals currently 
under discussion to increase the eligibility ceiling for home value would ensure that very few 
seniors who already receive a local tax break would be ineligible under Circuit Breaker 
standards.  

 

As explained earlier, the Circuit Breaker Law provides that qualifying seniors may receive a tax 
break equal to the lesser amount of either A or B.  A equals $820 in 2004.  B equals the amount 
by which their property tax bill plus one half of their water/sewer bill exceeds 10% of their 
income.  To reflect the historical legislative position to relieve a fixed percentage of the average 
property tax bill, it would be necessary to amend the calculation of the Circuit Breaker credit.  

-18- 



 

For qualifying seniors, the tax break could be allowed for 50% of their local property tax bill, 
with an annual cap set at 50% of the state average property tax bill.  Clearly, such a change 
would impact state obligations to the program.   

Table 6 shows experience in the number of Circuit Breaker filers, amount of credits, and cost to 
the Commonwealth for the first three years of the program under current law.   

Table 6 
 

ased upon the most recent utilization data (tax year 2003), allowing a maximum Circuit 

Note that in its present form, there is significant annual growth in the number of Circuit Breaker 

Forty-four thousand filers represent about 5% of the 860,000 individuals age 65 and over in 

                                                

 
B

Year Number of Average Maximum Amount
Filers Claim Credit Claimed

2001 22,605       332$     385$        7,504,860$   
2002 27,599       589$     790$        16,255,811$ 
2003 34,566       614$     810$        21,223,524$ 

Source: Massachusetts Department of Revenue, 
  Statistics of Income, February 2005.

Note:   Data Adjusted to Exclude Renters.

Historical Circuit Breaker Data

Breaker credit of 50% of the state median property tax bill ($1,446) would have increased the 
cost of the Circuit Breaker program by an estimated 87%, that is $18.5 million.  Yet the 11.9 
million state dollars currently dedicated to local reimbursements could be reallocated to offset a 
portion of this increase, for a net new cost to the state of approximately $6.6 million.  This 
estimate assumes that even though the maximum credit would be $1,446, not every filer would 
qualify for the maximum, resulting in an average credit of $1,149.35  Providing an average 
$1,149 credit to the 34,56636 seniors who filed for tax year 2003 yields the $18.5 million.  

filers, and hence, growth in cost to the Commonwealth.  With no change in law, rough 
projections for 2004 are approaching 44,000 filers, at a cost to the state of as much as $27.4 
million.37  To provide these filers a credit of 50% of their fiscal 2005 local property tax bill 
(capped at 50% of the state median) would require an estimated average of $1,26438 per filer, 
resulting in an additional cost to the state of $28.2 million.  The $11.9 million currently 
dedicated to local reimbursements could be reallocated to offset a portion of this increase, for a 
net new cost to the state of $16.3 million.    

Massachusetts.  Even recognizing that large numbers of seniors are ineligible due to income and 
home value limits39, it is reasonable to expect that the Circuit Breaker participation rate will 

 
35 $1,149 is the median of ½ of the value of fiscal 2004 single-family tax bills below ½ of the statewide median.   

ot 

37

x bills below ½ of the statewide median, 

39 lly, many seniors live with their families or in subsidized housing.  

36 This number is less than the 38,697 filers shown in Figure 1, because it only includes homeowners.  It does n
include the estimated percentage (12%) that are renters filing for Circuit Breaker credits, because this 
recommendation would not effect current law as it pertains to benefits for renters.     
 Factors discounted to exclude estimated 12% of filers who are renters.   

38 $1,264 is the median of ½ of the value of fiscal 2005 single-family ta
$1,539.   
 Additiona
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continue to grow, even with no change in law.  There is presently no means to measure the 
impact that this proposal may have on the participation rate, because it is not known how many 
of the approximately 36,000 seniors receiving local property tax exemptions are already taking 
advantage of the Circuit Breaker program, as well.  Moreover, as property values grow, so will 
average property tax bills and the financial obligation of the Commonwealth under this proposal.   

This report is being released at a point in time when there is widespread support among the 

Table 7 

 
his simulation shows the estimated cost to the Commonwealth of providing credits equal to 

State assumption of the cost of senior property tax relief presently provided by cities and towns 
would result in a significant redistribution of both local and state spending.  Nearly $4 million in 

Commonwealth’s political leaders for increased senior property tax relief.  However, in 
balancing other budgetary requirements, the Commonwealth might choose a phased-in approach 
to the 50% goal, or set a lower level of relief and reevaluate its position as a more precise 
financial impact is learned.  Table 7 shows the simulated cost to the state to implement this 
proposal at various levels of relief, based upon the 2004 projected rate of participation.   

 

T

Net New Cost to the State

Estimated
Variables

Thirty Forty Fifty

Expected Average Credit 863$              1,099$           1,264$            
Projected 2004 Participation 44,000          44,000          44,000          
Cost of Proposal 37,972,000$  48,356,000$  55,616,000$  
Less: Estimated Obligation (27,400,000)$ (27,400,000)$ (27,400,000)$
            (If No Change in Law)
Less: State Aid Offset (11,938,422)$ (11,938,422)$ (11,938,422)$

Net New Cost to State (1,366,422)$  9,017,578$    16,277,578$  

Percent Relief

Various Levels of Senior Property Tax Relief
Applying 2004 Estimated Variables

30%, 40%, or 50% of the taxpayer’s actual property tax bill, in each case with a maximum 
benefit cap equal to $1,539, that is, 50% of the state average property tax bill for 2004 Circuit 
Breaker calculations.40  Again, since every filer would not qualify for the capped, or maximum 
amount, expected average credits are used to determine the cost of the proposal at each level of 
relief.  To isolate the incremental, new cost to the Commonwealth, the estimated 2004 state 
obligation to the Circuit Breaker program in its current form is subtracted.  Finally, state dollars 
currently allocated to partial reimbursement for local tax relief programs, $11.9 million, are used 
to offset part of the incremental cost.  Due to this offset, even though the expected average credit 
under the proposal is greater than the average credit under the Circuit Breaker program in its 
current form, at the 30% level, the simulation shows the Commonwealth actually saving over $1 
million.  However, such a result would not hold as the number of filers grows over time.    

                                                 
40 There are a number of cases where 30% or 40% of a property tax bill in a given town would exceed the target goal 

of providing relief equal to 50% of the state average property tax bill, hence the need for a cap.   
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local revenues currently allocated for senior tax exemptions41 would become available for 
other purposes.  For the first time in decades, cities and towns would not have their local 
property tax revenues offset by senior tax benefits, allowing for more accurate budget planning. 
Additionally, approximately $12 million in state money currently spent for partial reimbursement 
for these local exemptions may be redistributed to help offset the increased cost of a revised 
Circuit Breaker program.  

2. IMPROVING THE PROPERTY TAX DEFERRAL PROGRAM AND PUBLIC 
AWARENESS 

., clause 41A,  qualifying seniors age 65 and over may enter into an agreement 
with local assessors to defer payment of property taxes until the property is sold. Currently, the 

we demonstrated that utilization of this program has remained low over the 
last 10 years, with 1,135 individuals participating statewide in 2004.  It is widely recognized by 

                                                

Under c. 59, s. 5 42

law requires that interest be charged on deferred amounts at the rate of 8% per year, and deferred 
amounts may not exceed 50% of the property value.  This benefit may be utilized in conjunction 
with other benefits.  

Earlier in this report, 

legislators, administrative officials, and advocates that this program is significantly under-
utilized in part due to the high statutory rate of interest.   In its report entitled Tax Classification 
Report as Required by Chapter 3 of the Acts of 2004, the Department of Revenue recommended, 
among other things, that the law be amended to allow communities to charge a lower interest rate 
as they may see fit.  We join the Department of Revenue and others in recommending local 
flexibility in setting the interest rate charged in conjunction with the property tax deferral 
program.  In addition, we recommend that state and local agencies work to increase seniors’ 
awareness of this program, as well as the property tax work-off program.  This could be 
accomplished through mailings, websites, and coordination with local councils on aging and 
other senior advocacy groups.   

 
41 This is the approximate amount that cities and towns spent that was not reimbursed by the state in 2004.    
42 Recall that Clause 41A is mandatory for all communities, not subject to local acceptance.  There is, however, a 

local option provision to increase the mandatory income eligibility ceiling from $20,000 to  $40,000.   
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