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Printed at the request of the committee on Taxation for the benefit

of the members of the General Court in relation to the House Bill
relative to the reclassification of property (House, No. 6371).

In the Year One Thousand Nine Hundred and Seventy-Nine.

In the fall election of 1978, the voters of the Conronwealth ap-

proved a constitutional amendment (Article 112) which permits the enact-

irent of classification legislation, that is, a property tax system which

would classify, assess and tax real property differently, according to
its use. Prior to the adoption of this amendment the General Court

enacted Chapter 580 of the Acts of 1978 which, contingent upon voter
ratification of the amendment, would implement such a system of classifi-

cation. Thus the Ccnmonwealth is prepared to depart from centuries of

vhat, in theory at least, had been a uniform, proportional property tax
system applicable equally to all real and personal property.

However, as is often the case with legislation which significantly
alters long established tax practices, (witness the many delays and refine-

ments prior to the final enactment of the law which changed the local fiscal

year CF. St. 1969, C. 849, St. 1970, C. 52, St. 1971, C. 766, St. 1973, C. 5z

St. 1974, C. 59, 184) in the months since its passage, close scrutiny of

Chapter 580 has revealed serious defects which, if not corrected, could

cause substantial harm to the citizens and economy of the Commonwealth

Seme of these defects are technical in nature. Others are substantive, and

their remedy requires careful thought.

lb correct these defects the Joint Committee on Taxation of the General

Court has reoormended a comprehensive revision of Chapter 580 (see H. 6371).

It is the position of the Committee that, while seme type of classification

system might work in this Ccmnonwealth, one which adepts a single system of

®f)e Commontocaltf) of ifHaiOSadjugetttf



HOUSE No. 6565 [June2

percentages of full value, applicable in all cities and towns, such as is

contained in Chapter 580, (residential 40%, canrercial 50%, industrial
55%, and open land 25%) is not workable. Such a system would mandate con-

siderable change in the distribution of the tax burden among the classes

in many (xranunities, moderate change in sane communities and slight, if any

change, in others. This haphazard shifting of benefits and burdens, vary-

ing fron ccmnunity to community without regard to the consequences of such

shifting, is the major flaw of this legislation.

*

The portion of the cost of government borne by a taxpayer through his

property tax should be directly proportional to that taxpayers wealth, or

so went the thinking of "tax experts" when commenting on the concept of

proportionality in our property tax system that existed prior to the enact-

ment of the classification amendment. "In other words, used in substance

by a distinguished lawyer, formerly a justice of this court: A tax is

proportional, within the meaning of the Constitution, only when it bears

the sane ratio to the whole sum raised by taxation as the taxpayer's taxable

estate bears to the whole taxable estate of the Commonwealth." In re

Opinion of the Justices/ 108 NE 570, at 573.

Of course, well-turned phrases often mean very little in a practical

sense. In order for the concept of proportionality to have practical mean-

ing, certain exceptions to this concept were recognized. Thus it was

accepted tax theory that the proportionality concept did not mean that

taxpayers of equal wealth would always pay the same tax, but rather it

depended upon where the wealth or property was located.

This exception to the proportionality theory is quite obvious given

the various effective tax rates that are found throughout the Commonwealth.
Of course, since a rate is simply another way to state a proportion, an

exception held to be made to account for the obvious differences or disprer

portionaiity existent.
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Another exanple of disproportionality that existed prior to the

classification amendment occurs in the distribution of county taxes. Un-

der our county system of government each town is responsible for a portion

of the county tax which is determined by the proportion that a town's wealth

bears to the aggregate wealth of the entire count/. While this determination

works fine for the various cities and towns within a county, i.e., propor-

tionality remains intact, it does not result in proportionality frcm one

county to another. Consider the similar towns of Norwell and Oohasset.

Each town has screwhat similar equalized valuations, each town would bear

similar amounts of a state tax, if there was one, each town is located in

the South Shore area of the Ccmronwealth, and each town has a similar make-

up, that is both are primarily residential towns.

However, Oohasset with an equalized valuation of $149.6 million bears

1.74% of the Norfolk County tax, whereas Norwell, with an equalized valua-

tion of $140.6 million ($9 million less than Oohasset), actually pays a

greater percentage of the Plymouth County tax, 2.81%.

If the general statement that one's wealth determines one's tax were

absolute, then the percentages shculd be either the same or reversed, since

Oohasset with a greater aggregate wealth should not, under the proportional-

ity theory, pay a smaller percentage of its county costs than a tcwn with a

smaller value. After all our concept of proportionality was certainly not

one of an inverse proportion, i.e., the greater one's wealth, the smaller

one's tax burden.

In our state's history the only true proportionality that existed

statewide was to be found in the state assessed tax which of course is

no longer used. Under such a tax it could truely be said that one's wealth,

whether located in Pittsfield or Provincetcwn, determined, by the same pro-

portion, one's share of the state tax.

Ttoday, the only true proportionality that in theory exists is the

proportionality that exists in a particular city or town, or in a larger

sense, the proportionality that exists within a particular county. Cnee
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an analysis is made of town verses tcwn or county verses county, however,
the concept of proportionality breaks down.

Perhaps the only sense that can be made of proportionality as that

concept existed prior to the enactment of the classification amendrrent is

as stated by Justice Devens. "It is cbvious that the principal, perhaps

the only object of the constitutional provision that taxes shall be 'pro-

portional and reasonable 1 is the protection of the taxpayer against any

arbitrary, unjust or oppressive exercise of the power of taxation."

Inhabitants of Northampton v. Coninissioners of Hampshire County, 13 NE

388 at 390.

In other words, there is no mention here of any exact proportion

existent everywhere, but rather the general statement that the tax one

paid should have seme reasonable, defined relationship to one's wealth.

Since the ratification of the classification amendment, while the

proportionality question remains important, in the opinion of the Commit-

tee on Taxation, the key word in the Constitution pertaining to property

taxation is now "reasonable." The Committee is of the belief that pro*

portionality, never an absolute concept to begin with, new definitely

ends at the town line.

It is new possible to have four separate and distinct classes of

property taxpayers. Does proportionality now mean that the ratio between

the classes must be constant throughout the Commonwealth? Phrased another

way, does the concept of proportionality mean that residential property,

if that Is to be a class, must be valued at the exact, same percentage of

full value throughout the Commonwealth? If that is the case, chaos is

sure to result.

Any classification scheme is going to result in, potentially, three

hundred fifty-one times four classes if a class is defined by the percentage

of its share of the cost of government it will shoulder as compared to that

which it would shoulder under the prior law. This is true whether the

scheme involves the use of percentage cf values or percentage of levies.
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Since all classification systems are in sane form or another based upcn a

ccntncn yardstick, i.e., cue hundred percent of value, then all classification

systems will potentially involve this number of classes.

This results frcm a) the fact of three hundred and fifty-one tax jur-

isdictions within the Commonwealth, and b) the fact of a varied mix of

residential, ccmercial, industrial, open space and personal property

within each city and town.

Consider four hypothetical towns (see Appendix A). Each town has a

total full property value, real and personal, of $100,000,000. Each town.

however, has a different make-up. Using the residential class as an indica-

tor of this difference, town A is 92% residential by value, town B is 40%

residential by value, town C is 45% residential by value, and town D is 20%

residential by value. Each town has the number of residential parcels

indicated in Table II of Appendix A.

The remaining property consists of differing percentages of commercial,

industrial and open space land, and personal property.

Using the so-called uniform percentages of Chapter 580 (Residential -

40%, Cotmcrcial - 50%, Industrial - 55%, Open Space - 25%, Personal Property

100% and excluding for the purposes of this discussion the utilities excise

contained in that chapter) the towns will realize the following benefits to

its residential class:

Residential Benefit

Ttawn A . . R - 11.2% benefit

Tbwn B . . R - 26.9% benefit

Town C . . R - 56.7% benefit

town D .
. R - 69.5% benefit

The term benefit as used here means the actual percentage reduction

in the amount of tie levy borne by the residential class. As can be seen

there is no rhyme or reason to the resulting benefits. Cne group of

residential property owners benefits over other residential property owners
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simply by reason of geographic location. Unis variation in benefit is
inevitable under any classification system given the varied make-up of

the three hundred and fifty-one cities and towns in the Qanmnwealth. Ihe

result is disproportionate, as that term was formerly construed, to say

the least, but it is the only result that can be reached under a property

tax classification system involving three hundred and fifty-cne cities and

towns.

Qa the other side of the coin, consider the taxpayers that will pay

for the benefits accruing to the residential taxpayer. In our'hypothetical

towns, oormercial, industrial and personal property taxpayers will see

their respective shares of the cost of local government increase as follows;

Carmercial Industrial Personal

Town A +88.6% +106.7% +275.0%

Town B +20.0% + 34.0% +144.0%

Town C +21.6% + 33.5% +143.2%

Town D +1.8% + 12.0% +103.2%

All will obviously pay more than they should pay under the law as it

existed prior to classification. However, the increased amounts are in

no way proportional trwn by town, rather they result in mixed proportions

simply because of geographic location.

It is therefore impossible to enact a uniform percentage system sudi

as is found in Chapter 580 and achieve uniform results. Benefits and their

attendant burdens will be as diverse as the make-up of the three hundred and

fifty-one cities and towns.

But what then of the concept of proportionality? It can only mean that

within a particular city or town, property of the same class must be

assessed land taxed in the same proportion as other property in the same

class in that city or town. For otherwise, if "proportional" in the con-

stitutional sense were to mean proportional statewide, no classification

system would be permissible because every classification system would be

unconstitutionaly disproportionate.
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The Ccnmitbee feels that a single percentage system such as contained

in Chapter 580 is unwise. The shifts that it would mandate would have un-

fortunate effects on seme ccrrriunities which would be powerless to correct
them.

Given this fact, it seems apparent that the legislature should not

mandate such a single percentage system. The more reasonable approach

would seem to be to establish a system in which, within certain limits,
a city or town would tailor its classification system to meet its own

particular needs. This we believe has been acccrplished in H. 6371.

H. 6371 would address the issue of classification by apportioning

the cost of local government among the classes of property proportional

to the size of the reduction in the amount borne by the residential class.

The size or amount of this reduction would be determined by each ccrrmmity

based upen the information cn full valuations transmitted to it by the

Department of Revenue. Each ocmmnity would then know what the percentage

of the local levy residential property would bear if the tewn valued

at full and fair mrket value- The city or town could men, if it so

chose, reduce this percentage by as much as thirty percent. It is the

Ccrmittee's posticn that each town could then calculate what inpact the

reduction would have on the other classes of taxpayers and decide if the

results were too onerous or not. In any event, the decision would be

made at the local level where all factors could be considered, town by

town, with each class having input in this decision- In no way would a

town be mandated to effect a change which ecuId harm certain of its

taxpayers.

This proposal is by no means letter perfect. After all it has cnly

had one day of legislative life, so to speak, in that it was sent; for an

opinion prior to extensive debate in either the House or in the Senate.

The limits proposed (the residential factor maximum reduction of 30%) are

perhaps too broad. A simple formula change could correct this. Then too,

perhaps there should be nore specific guidelines in the determinations by

each city and town as to the division of the tax levy. But any such modi-
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fications would leave the basic questions which we have asked the Court to

address.

Nanely, is it a permissible delegation of legislative authority to

allow cities and towns to determine, within stated ranges what each class

of property owners will pay, and is it correct to state that proportional-

ity, as that term is construed in the context of the classification amend-

ment, runs only within each class and further only within each city and

town?

It is the CCnmittee' s belief that the answers to the questions shcxdd

be yes.
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APPENDIX A

Table I

Values by Class

Class Ttiwn A ItMi B Tcwn C Town D

RESIDENTIAL $ 92,000,000 S 70,000,000 5 45,000,000 $ 20,000,000

COMMERCIAL 3,500,000 10,000,000 25,000,000 40,000,000

INDUSTRIAL 1,500,000 8,500,000 20,000,000 30,000,000

OPEN lAND 1,000,000 1,500,000 500,000 500,000

PERSONAL PROPERTY 2,000,000 10,000,000 9,500,000 9,500,000

TOTAL $100,000,000 5100,000,000 $100,000,000 $100,000,000

Table II

Aggregate Value of $5,000 Residential Exenpticn

Parcels Exemption Aggregate Value

Town A 3,000 $5,000 $15,000,000

Tcwn B 1,400 $5,000 $ 7,000,000

Town C 2,000 $5,000 $10,000,000

Town D 1,000 $5,000 $ 5,000,000
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APPENDIX A

Table IV

Percentage Shift in Portion of the Levy Borne
by Each Class of Real Property and Personal Property

Town A Town B Town C Tcwn D

Residential - 11.2% - 26.9% - 56.7% - 69.5%

Comercial +88.6% +20.0% + 21.6% + 1.8%

Industrial +106.7% + 34.1% + 33.5% + 12.0%

Open Space - 10.0% - 40.0% - 40.0% - 40.0%

Personal Property +275.0% +144.0% +143.2% +103.2%

This document has been printed on 100% recycled paper.




