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REPORT OF THE GOVERNOR’S
TASK FORCE ON LOCAL FINANCE

Early this fiscal year, a panel of government and busi-
ness leaders was assembled by Governor Dukakis to
form the Governor’s Task Force on Local Finance. The
Task Force was chaired by Shawmut Bank’s John P.
Hamill and was charged with reviewing current
problems in local finance, studying the history of those
problems and developing recommendations for solv-
ing them. The findings and recommendations of the
Task Force were previewed in December and the final
report was issued in late January.

This issue of CITY & Town is almost entirely devoted
to explaining in summary the conclusions and recom-
mendations of the Hamill Task Force, for they will
undoubtedly prove to be at the center of discussions
on coping with the fiscal stress currently being

TASK FORCE GOALS AND

The goal of the Task Force was to recommend a struc-
ture for financing local government. The Hamill report
examines government finance since Proposition 2 1/2
and attempts to anticipate the factors that will influence
local costs in the future, such as demographic, eco-
nomic, and state and local policy changes.

These recommendations *‘envision a local revenue
structure in which the two largest revenue streams —
local property taxes and state revenue sharing funds
— are predictable, dependable, and responsive to eco-
nomic reality. The Task Force seeks greater flexibility
with regard to sources of income. The use of that
flexibility, whether for cost recovery through fees,
local option excise taxes or additional state support for

experienced by Massachusetts communities. It is
therefore advisable for CITY & Town readers to familia-
rize themselves with the report’s contents and major
recommendations. Following our summary of the
report, this month’s FOCUS examines the projected
dollar impact of the recommended changes.

We hope you find this information useful. The Shaw-
mut Bank has distributed the Hamill report to all cities
and towns. Please contact the office of your Mayor or
Board of Selectmen to obtain a copy of the report.

RECOMMENDATIONS

particular program priority, will depend on decisions
to be taken at the local and state level, and the politi-
cal will to make and implement those decisions.”

The Task Force report stresses that its recommenda-
tions on local aid and property taxes be considered
as interdependent, with the objective being a stable
local revenue structure. Statewide impacts conceal
enormous differences between communities. To allow
all local governments equal benefit from a more
responsive revenue structure, the Task Force con-
cludes, changes must be made in existing local aid
and in property tax policies.

Stephen W. Kidder, Commissioner

Edward J. Collins, Deputy Commissioner
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LOCAL AID RECOMMENDATIONS

Among all its conclusions and recommendations, the
Task Force perceives as central its proposal regard-
ing the future of local aid, which it calls revenue
sharing. The report stresses the importance of
revenue sharing as a key ingredient of the state and
local partnership, particularly in light of the increased
reliance by local governments on state aid over the last
decade. In its words, ‘““The Task Force believes that
a formal revenue sharing policy is an essential
component of the commonwealth’s financial structure.”

As background to its recommendations, the Task Force
observes, “In the years following adoption of the local
tax limit, until the current year, the state followed an
informal revenue sharing policy that made it possible
for local governments to reduce and stabilize property
taxes and continue to support schools, protect public
safety and provide the other services that citizens
require or expect of their cities and towns. . .the poli-
cy resulted in the allocation of an increasing share of
state revenues to local support. It was an ambitious
policy that could not be sustained when revenue
growth flattened. .

The Task Force identifies three major issues to be
addressed in development of this policy: What is the
appropriate level of aid? How should aid be allocat-
ed? When should aid decisions be made?

Further, the Task Force offered a number of criteria it
felt should govern a revenue sharing policy. First, the
policy must be even-handed, favoring neither state nor
local interests or programs. Second, to the extent
possible, all state-collected taxes should be included
in the shared funds. Finally, revenue sharing should
be predictable in both timing and allocation method,
for state budget makers and local officials alike.

The Task Force’s recommendations on local aid are
summarized as follows:

Base level of local aid on fixed percentage of known
state taxes. For local aid to be stable and predictable,
the Task Force recommends a revenue sharing policy
that allocates a fixed percentage of state taxes for
unrestricted local support. The percentage should be
applied to the most recent known year of actual state
revenue collections in order to eliminate both debate
about the amount of money that should be available
and the problems inherent in using estimates of future
revenue collections. In practice, this means going back
two fiscal years to get final, complete data.

The level of aid recommended by the Task Force is
26% of all state taxes except gas tax revenues
earmarked by the constitution for the highway fund,
plus revenues of all the games run by the State Lot-
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tery Commission. This percentage is deemed to be
where the local share of these taxes stands now (in
FY89, the share would have been 25%). This level of
new aid would fund increases in unrestricted aid, now
funded under the titles of Ch. 70 school aid, regional
school aid, additional assistance and the lottery distri-
bution.

The task force recommends that the local share be
revisited if there is a significant change in state-local
responsibilities.

Allocate aid using existing needs-based formula.
The task force recommends that the present process
for allocation of revenue sharing funds under the
“needs based”’ formula be continued for all aid except
regional school aid; this means that the existing
lottery formula would be eliminated. The Task Force
further recommends that the needs-based formula
continue to be scrutinized annually for necessary
changes, and that the current Chapter 70 formula be
reevaluated as to its usefulness and appropriateness
as a school funding formula.

Provide early notification. The Task Force recom-
mends that estimates of receipts from the state be
available when local officials are developing spending
plans. The payment schedule during the budget year
should be reliable and strictly adhered to so that local
governments can manage cash flow and plan
accordingly.

Existing categorical aid (which represents an additional
$600 million in direct local aid) is intentionally not
addressed in the Hamill report. According to the Task
Force, “the funding for these aid programs will con-
tinue to reflect decisions made as a part of the annual
state budget process. As a part of this annual process,
special aid programs should be reviewed to ensure that
each one continues to implement a goal that is a
continuing state priority.” Examples of such programs
include: School Building Assistance, School Transpor-
tation Aid, Equal Educational Opportunity Grants,
library aid, and reimbursements for property tax
exemptions for senior citizens and veterans.

Regarding local aid recommendations, the Task Force
believes ‘‘the commitment a fixed revenue sharing poli-
cy requires and the discipline it imposes should
establish a relationship that will benefit both state and
local governments.”




Impact of Recommendations of
The Governor’s Task Force on Local Finance

This FOCUS examines the community-by-community
impact of four of the recommendations made by the
Governor’s Task Force on Local Finance (see related
article in this issue of CITY & Town). We look at the
following recommendations:

o Index the annual, automatic increase in the levy
limit to inflation. The measure proposed to replace
the current 2.5% increase is a three year average
of the index of prices paid by state and local govern-
ments for goods and services, calculated by the U.S.
Department of Commerce.

The impact of this recommendation is an esti-
mated $92 million in additional taxing capacity
statewide in FY91.

0 Include the value of all improvements in new
growth.

The annual impact of this recommendation is an
estimated $18 million statewide.

o Allow communities to tax in the current fiscal
year, new construction and improvements built
between January 1 and June 30. This provision
is at local option.

This new law is estimated to have a one-time
statewide impact of $61 million in FY91.

o Allow communities to have property taxes paid
on a quarterly basis. This provision is at local
option.

This new law is estimated to have an annual
statewide impact of up to $49 million.

These are the recommendations for which we are able
to estimate the impact. There is an insufficient basis
upon which to estimate the community-by-community
impact of other recommendations in the Task Force
report, such as local option excises, exemption of long-
term capital improvement financing, and local aid.
Please note that the data provided here are estimates;
we encourage communities to also develop estimates
based on their own data and experience.

METHODOLOGY

Indexed Increase. The impact of this recommendation
was calculated using FY90 levy limits, if available, and
estimated FY90 levy limits if the community has not
yet set its FY90 tax rate. The FY30 levy limits were
increased by the difference between a 4.6% increase
and the current 2.5% increase allowed. (4.6% is the
three year average of the index of prices paid by state
and local governments for goods and services; this is
the average used by the Task Force to estimate the
statewide impact of this change. This average may vary
according to changes in the index.)

New Growth Expansion. To calculate the impact of this
recommendation, we analyzed new growth that was
determined to be non-allowable under the existing law.
An estimate was made as to the percentage of each
community’s non-allowable growth that would become
allowable under the proposed change (tax exempt
property and increases in value resulting from appreci-
ation would not be allowed under either law). Statewide
data were used to determine the average increase in
allowable growth, with a distinction made for revalua-
tion vs. non-revaluation communities.

Acceleration of New Growth. The impact of this new
law (Chapter 653 of the Acts of 1989) was calculated
using FY90 new growth, if available, and estimated
FY90 new growth, if the community has not yet set its
FY90 tax rate. FY90 New Growth was discounted by
10%, to account for the slowdown in the real estate
market. This figure was divided by two, as the impact
in FY91 will include an additional 6 months (half a year)
of new growth.

Please note that these estimates were prepared
based on an early draft of the legislation which al-
lowed for all new growth to be accelerated — includ-
ing condominium conversions, subdivisions and
formerly exempt property returned to the tax rolls —
whereas the final version pertains to new construc-
tion only. As such, they will overestimate the benefit
for many communities. Further, construction activity
is down in some areas as part of the general econom-
ic downturn. Please contact your community’s asses-
sors for their estimate of the potential benefit from
adopting this change.

Quarterly Tax Bills. The impact of this new law (Chap-
ter 653 of the Acts of 1989) was calculated using FY90
levy limits, if available, and FY89 or FY88 levy limits,
if the community has not yet set its FY90 tax rate. The
levy was divided by one half, to represent the total
amount of the levy that would be collected early. The
result was multiplied by 9%, the investment rate at
which early tax payments will earn interest, then divid-
ed by four, to account for the three months during
which these payments will earn interest. It is impor-
tant to note that savings vary according to the interest
rate used.

The table provides, by community: levy capacity
increase in FY91 due to an automatic increase based
on an index; levy capacity increase due to expanded
new growth; the one-time levy capacity increase in
FY91 due to accelerated new growth; and the savings
and interest earnings due to quarterly tax billing.




of New
Growth

.

Acceleration

Indexed New Growth
Increases Expansion

MUNICIPALITY

Quarterly
Tax Bills

Acceleration
of New
Growth

Indexed New Growth
Increases Expansion

MUNICIPALITY

Quarte

New

Acc$leration
o
Growth

IMPACT OF RECOMMENDATIONS/LEGISLATIVE CHANGES

Indexed New Growth
Increases Expansion

MUNICIPALITY

UM MO O MOc— MINCOV BN NO Rl NOMNED MO0 NN AUNOMON N0 ONGW~t
- = un N — - -— - NN —M N — O ONed wn n N g
VRAUND NOMNOO OOMSIN ONONIN VOONOY INOMWNOUM  (ANOMONO OO0 NOOMO  —IIMN NOSTMO N1
—MOONT OF—=0\N —OGONNT ONNOMOST NAUOTO 1M INOMANIN OOOMAN UMDY (U0 =3O NMONON
OO0 T OO MO —MOND  FINOO~— INO—RM MMOAUIND VOO =In  ONONINNE  INNNTONNOD eAUINON NONOrOn
~ -~ S Neas S sSemsas SaSssS mSssss SSses sasss S ees msseas sasSss sasas [N
N OV IO —=ONO MNNIOON OOy MONT—0 NOMNE—O —MMO IO 00O 1NN MO0
[aY) - OO N Mee— ONOve—— NO OM ~ N0 © M) 0NN ninNaM. MM NN
- o — - - - — — M
Ne=ON0 MOOINM  OONNN ONOIN e INOANOONIN  ~ OO~ —ITMO NOTOT —c—MON NN AN ONF TN —ONO
AN RinOVO MOUNMNM O—ON0 =000y AINON—O MO—O OON—O OO0 MNO—OUN ONONO—N T O
MO0 OONT WN—OOO0 NN OMOVO MONNTIN MOOVNT ONOINK 00NN AUANINNON FAON0O  \OMNOWO
WSS SNes SmsaN SaSeS SNAAS SSRGS SN SSLAN SASAS SMASNSN SmMSAS SSLaS SmMSSS Ssaes
ONNe—O ONONMNMNO MANO=0O «—NVOO  NANOONO NINTOMN ——MNMe— CCOMON OO —N  NOMOM NN A NIOILNOM
——ONON ANMON — N0 MOJAOON  \ONOM  ONON00 MNOonNoO IO —OUNONIN MONONOY OO0 OO0
N [aVARY) g e oM - Ne— ~ - ——NO NN —ONNF 0 M= ~Nem
-
=
x —
=z [T] g2 —
o =z =) o = 4 x@x o O o w
- 4 =z - o weeO e w =Z Z0 9 o woag O J »n
pv4 o we O wow - Z Jwuoew w =0 oa x J —Jw O w = O (8}
Yo 00 T EJO0_O FWai—o Ox0O J—-00 = O Z—< D w NWx & —~wood O w <
OW=Zz—a Owx> <IOZZ V¥IZX Z ZO- —0OZ N ZWOU ZJwwd 2o —~Z W—wz0 wwoxw c>0NZE
O203<C =—=—xwT IXOoXWT —Oa—< O —=—0» >aunuw WX—aZ wWoOJIEJ OZ u.w Iu.JOm ag<I<— OCOO~—
OOnNA> IuwWd= OO J>WWm NJI=3I0 wowo COWEI Q0FOW JwZZA OVO—J NIFZW uwIxoon
ZZZXX X—>3IC ZZJdJdd JJAOG0 QOJZNZ MZZIW —~Z0>X >Z-ZI QZZTZTJ XXX XVN->0 OOJZx
I C<IIW —~— 000 O0000D IDODIDa—~ CcCIIW wWwwwuw w——O00 DO>>d SIdd<d< << wwwwiw
XTXXXX XTXXIXX XIXXX XIIXIXX XXX~V Jdddd Jddddd Jdaddd JddJddE EETFETET OEXZEITTE OEXIEETE
STONNNTON MSIMORN 0N0NOO N0 ONMOOMWT™ NN V=0V MMONTO NNOONOM  «—ONOO0NOy OO0 NN~
=IN\OMM)  OMFIND SN0 —OILNMON O™ SIRe—MOy NNTNO UNTO® OOSTONS MOV oMM N0  Nuninnunm
—M—MO0 ~NOOON NI OO0 AT ONOULINMON OO ONOVMNMCOM 00N 00N MONONO AIINSIO~F OO

OO Ne=lnO— ONFe=MN. OO NNOMNSTO NONONY OONON—nN NN MINOO— ONOIN OVNMON OVONN
ANNOO MMOTN  ONOOMIN  TMOONN. MOt ONOON MO0 MNAINOWN IMOMNNT ONINIOM OO OO0
SMOINO OONOMSNT NANMON —ONOVR0  INMMMAD NOOINAI OMOOIN NINININO  FOTONN  —Oee—F MM MM
::::: SR Se s ses sSamss Sasas sSmsss mSasss sasas sSasss sSesss o8 o sSes sss o~
NO\MON  onOuM ONOAOMNE OOV M—OMN O\ F=u1nMF ONOUMMSE OMOMO U0~ 0 —0— OO O
Me— oM Lo SN S M) NN = MM NN NOY O MM N (e} n = MM M 3
- - - - - - o
=N 00 MO =IO INOUNMO OOMESr Nt N0 I TN COONO NI —Ove=tne—  OONONOMN
NONOM MNOWVNT VOOV OO0 FOOMNOO MOOMNN ——NANON OONNNN —ONOWN AN ——lnM0 AN
AN —OWN —MANCT ONAINe— MINOIN —F—ine NN 0PN ONMINA =0 0e=0r OO INNTO0O N0 0
:::::::::: S A sas Smess sSmsas Saass masase sSsass sasss sassas Sasss o sassss
FINOY OMONI—=N. NN —MNOY OO MO ONOMMOY OONO— ONONT= NONNO VOO OO0
M—MO NN 0OV MNINMOIN NI —MOON IT=00 OMe=NO OO0~ «—Mc— OV Ne—MONO ONMO
wn — ~ NS N —M Me— O =N NN VM = M wn - - -
-~
=
(-4 F4
woz= (=]
—_0 —
<wo =z (L]
(&) = e o o xE = o Z0
(3 o x o W owuw - Z Zw (LT 4 2 w we—_ o
WD - — = - OXEFE a - w> T DX ZZ 00 — —Joew = =z
wenZw Zo O "o _w Z0n m>00VW EE_ _O=Z >~ D0V —IxI— " az —0— < x<XO=z
ACNON —x>ZZ xxOE—0 O}C > Cx—0Z aI<Z-0 U < DooxZ Jowww WZJ0 >—<u.Zz _I>C—uw
OEXFU <OC—0 WECH-—~ —JxDw FDOXXO XXOxE ZXWT OX—=0O— X—ZXITO OwWOF @>W=Z0 wwu-o
OJxZC xO3IE- SHIxzZ TOWOJ VoOdd =W —Wedd FEOXME ZWA & DITZu. ZZ Wk >d——Qa
——g—T JZZTI I ZXOWZ VDI =ZX NNNOX S>NW—dJ JFOXd <wWa>0 0w << WO OaJEZ
X JJO 000D« <Iwww —00x>D DD ¢+ <0 x> <—JO0X cedgw —JOO0x oo I
LLLLO OLLLO coconNo co0coA CoWWW WWWWW WWWk-u bubbu. wLuogoo VU000V VVVVY gxxxx
SMAINY OOMAIO INMIO  FINAUANIR. NOOMM  tNONNO NANUOSE —ONUNSE SO0 SFe=~TinOy  ONONST  AUONIMMOY
ANOVOVY V=0 N0 INMNOOY MO N ANCMNOWN MAUNKN  —Jing NO00 O —NOMN OMMOO  NSF OO
—INMIOT TOAIN0O OOV O =NV OTOMNOY OFTOOO0N NANWWO— MONIN —O\CUMM OMSTONON OMe—AIN —0O~TM

’
’
’
’
'
'
'
’
'
'
'
’
’
'
'
'
'
’
’
'
'
'
'
’
'
'
'
'
'
'
'
’
'
’
'
'
'
’
.
'
'
'
.
'
'
'
'
'
'
'
'
'
'
'
'
'
'
.
.
'

—r M [V[QV o N o ~ oy ~ Me—c— N O 0 O N = 0O v O N O - unn
~ - -
o - o
=
(=]
4 =z o =
= w 2E (=] w == w (=) =z - a w
Z2 < o - o< - <ZOo [} w 0 J W Ow = o —
=z - > O x o [~ @ —x n OO0x W ZW xg<IZW Zo-0 w o=z O w u
o w X~ Z JO0 o < oy —> A> ——0 00X W3IWO~ —ZVA - FOE udoxoo
__Z E QDOVWO o w2 oz — —XWZ ZWZE U VLZZ WEE—- —U—u JZ—Z w-< Dw—ww
OZTUVE xXOEX>Z D> —ICJd we O WWoOX— OJ4—<x WwW¥AOO ZOO0OwnzZ 0NUuUNMY ¥ I—x0O —WJdJX ENI—kH—
ZONEZ=Z OVWO— @AY J0 JDZxZ ¥uOJd EXIZW JOZ-— Ou.d— 2IATO0 O¥Jo- ISk JJ0ny
=< LWIO0J IXIXIXIXT Fo0wWwE xOadd JxE>S J<<J IXX><C Ww—~—00 OuxEZ coadd wwwww
NOOAQU JEEZX NVVVVE ED>><d CWWwWW wwwww —JJ00 0O000x o &£OIDCC <ILCXXX XITITTT
CCIC<CC << << << VONONN OONON OEOOON OOOOO OO COOO0 VOLLL VLOLOO




Acceleration
of New
Growth

Indexed New Growth
Increases Expansion

MUNICIPALITY

Quarterly
Tax Bills

Acceleration
of New
Growth

Expansion

Indexed New Growth

of New
MUNICIPALITY Increases

Acceleration
Growth

IMPACT OF RECOMMENDATIONS/LEGISLATIVE CHANGES

Indexed New Growth
Increases Expansion

MUNICIPALITY

'
’
’
.
’
’
’
’
’
’
'
’
’
'
’
’
’
’
’
'
.
’
’
.
.
’
’
.
’
’
’
.
’
.
.
’
’
’
’
’
’
.
.
]
’
’
'
201,301

92,342,687 17,797,318 60,520,852 48,918,646

NOMONND  FOVOIN —OMNOON INY——M  ONTINYD  ONOR0 OMNVOO V—ONIONT OTMOM  INON—M O
SN MM NOSININ NOeO— OO0\ MO0 —NOM —O N MNOON OIFOWNK
ANMF—O O—IMO INOMT— ITONT— OMANO— ONIM0 —T— INKOAIN I FOMAN  OMO—In O
“ s s ss aasaa R cfsae Sesas sssas sssaa Seses sasaas -
WOMOT VNOOVN FOVOT NMO—O O—INNO JTOMONO 9“/4 0 OONOMO NMNMNON FOMNKD O
AN N — MO0 M~ O MONO—0 O\—MO™— NN TON N0 OOV OANON—N M
- -3 MO o oM 0 - ~ g oY) MM N - -3 < —ON = M
- —
(-4 a w
ZWa 4 9
x O——>w o> g =z »
[T] —CWog— —T Zo x = = b
D =z "wIX—2Hu oI ow D O=Z=Zx o ©
OoX o o=z > —wu U oo — E®O 00w -4 +
T wa [ 3 ww >UXIIZ MUNOJO A —a <V VA a wyxE xT O
ox Guw WE E X¥UO0o aJdwa 0Q0W— OU—WE EZ_ O FH>ZIE ZTUZVNxX O _ +—=2ZI +—
0I_O— Jg <€ ZOZFZ WUJIE 0—02Zx OO0—0 <—Z00 WLAAA <ZWWO EZV—=I 2D
NZZ—u NOXT T We——cd W @ O — ouuw ITEOCAI WFale ——IIV ITXWI— O @
J—O0Ow warwwW CEIwd NVJdJdQIX =O0FN V- e T--0d JEZ000a —D0—Z E &
Z-OX JJdJXE xW—> OJJdZZ » (7] NNV VOLNNW >Cmdd JJZZZ ZOXXW &£ ©
>>OAXIC IS <SS WWWWW W e sl o W WWWWW W Tees e =000 < &
=23 IIIIIT IIIIT IIIIIT IIIIIT ITIIIIT IIIIIT O IIIIIT IIIIIT OIIIIIT > OO0
WOOAN—0 ONTIN— ONANINMA MINCINOY N N =N I TOON OISO NOAINAIM NN\ 0 OONCINOM  \ONIROUM
ANOVON MOVOON OUINIFOON OOV~ OIN—— VOWONT NeOWNN ANOOVNYT OOVIONO —OO0O—— NOOONOD ~MNOovMrod
OONN-IIN AN OOONTIM OOV ™ TONT—IN «—ONINNR MOOONN OINOIO VOIT— OO\ IITON OMANO— I TO0\MO
::::::::::::::::::::::::: SaNas Saass sases ssases sasasae sSasaa ssass
ONONON. OONMNMNO NI T NN\ OOMNT— ONTO—M  SIM— O NNAIND MNOOVMr OO O00O 0~ RMONON
MOR—0 OIO—N ONe—m ANg NO NN IR QIR ANNCOMNSTM AN OO INO\IN—O 1IN 1NNy o
o N M M -\ == - - M N~ —0 o — N N -
3
MOTMN  NNNO00 MOOVON F=OMO LNOOONN IRAIND TOTV0 «—OOM™ JFOONON VONOO MNOOMAN OOMRNO .
ONNOO N OONe—~ QONON MOJIOO JFONOY OO FON—NA AP0V NN \DOMOM  ONMMP- ¥
ORI TON INOWNONOY VO O 1NNEOOIN  IONOMNOY  JOM ™A TOOONN MI—Ne— OOONON OO0 M——hm -

OO0 ONONOT OO\ MNOMWNO  Te—O— M N N0 INOTMO TN ONNOO\— O—ONON O—0VONO
— — — — < -— —

—Mte— Mc—O - O NN MO M — M MO— —c M MT 3 Ny F —

- -

— —
=z > =
= (=] w 20w o w
o | >> wd 029 -~ g w o -
Z— (-4 = >uw ow o I +—O0owxw w ao_=z g = [ =Z> =)
ow x  ow o o a— I w —2Z2Z DDA QA —O —J—=XO o < o Oaz 0
=0 AOE O 2Z- 2 = dJo Duw O —X Wwaoraz> OOW—T XO—a w2 —— OI<Z—2 >aw=
W2Z>Jg ZOWoOw <O >0 JZ 0OV =0 2 Z—DO0w NVLn> <OOIW J—OT T Xz NWOWD oZ—w
O—0OOX —OxEIW A Wd WICEN— IDH>DHO0 Ov-mmm-d IweeT ITIIO ZJIMWY ODOWO AVFJ DILnNO
Z>Z0Z OQOWIT MMYW IS Ndu—0 OQUO0FXY udrd WHWk =2 —xO02ZD) Ixdo- IZZAX 0JnZa
—O—=2Z> CIS00 VOUIXI> NEJIJIZ ZDS—UW gCWww— EIHEFD DIDIDDwW xwOOO O0DOoZ+- CIOIEIIT wndia 3D
edadgs Www—0 00000 DO <<qUW ITIIXTT ITIOO00 0000a ar-——+— ——2JO)HDH IIZICwWwW —000a
a0 0y XXX EEEEE ZZOVUNU VVNNU VOOV VVOVON ONVO» VVNVVV VDD OVFFF FEEE
OAUNe—MT INEO—ON CNONO\WN. MIIN—IN FOOMNT OOMWNMN COMONOM O\ e OO LNNNOILN SOOI INMTOO

NTONO0— IOANONND MNOAINeEM O\ Te—0O  INONMOO OORTM AINAIMO  NNONOM ORSINCOON O~ O\ IF OO O IO —MY

N I OO0Nn NN — (= X O — M OTO—M O=MON VOO0 O NN ANAUMONN 00 o NONO
oy N — Ne—— N~ M- - 3 - — M g M o (3V] ~
— %)

OOV IN—OWNN O~ OO N OO —O\0—M O\N-C0 MM INOAIT0 MOONN «—O0\0O —ONNM
as s & sSaaa s .~ e~ “ &~ 8 sSsasss SsNeaas Ssssas o sSssas o oassas c e e seeas
AN M O M —N —O\NO O T O MM MMM OO0 MMOOY  NONIN— 00 1NN Ohe— O
oy O 93— N —3 — oonN N = O —ONAM NN M—OINN M —— - 3m NN M M
— —e — — —

wnay M o= 3 aNNO [-e] N N I = (N — —e— N e wn o
- -
o~ —

=
x (=} w oz g
(& (= wo w OJZ T
WD (&) a oxe - N> w—=Za w =z
- >z @ =0 (-4 O O—00O2D Jo w O oow
W= w Z— — O OZaoE o <O ouag—-0 a4 w - E+— dda
O=0 > w>wx w W e—aw a OZ wXwao ~—uw w wa < wwaxzzz

Zouw—0O o QWEWV ¥ EX O<<xI> > M JQxXEO = Jd0 D (7] > MUl TA —e———0O

wwuwwe DU==Zw 2Z20xOdg HOXIV woedde o« (= <O OUZU0 JEXZw=Z QOxZOE Ox WV— wu>D—

D11 dO O=—>00 O<CWUI=I ZZDOITC OOEND DHOOITT —EIITIT IITOWO oI xXwood xw od wnzzo0a

TOOOQU ddd-aE Dk == D Dbl <O ==X ITZW0 OXFOT MADWA F——IE

FOO0O0d JddddZ ZZZZ ¢ IZW3I IIIITI I X e MM Ld— WL aXId EQZ— —CI>>

Wememe—m = O Q000 <<gCWw wWwuwww wwoOoo _+ 000 00000 g XIoww WWWWI w—JddJdd

EXXIEE IXEIXIET IEIIXIIT ZZZZTZT ZZZTTZT XTI ZTZTZZTZT ZZZZTZ OO0OOOO Oacaaa aacocaoa acaacaoao




CITY & 10Wn, I-\’E'I’il’i 1990 LTVISTO g VICE

PROPERTY TAX RECOMMENDATIONS

While it recommends some adjustments to make the
property tax more responsive to changes in econom-
ic conditions, the Task Force is firm in its

support of Proposition 2 1/2;

’The discipline that Proposition 2 1/2 imposed on the
property tax. . .is an important element of the local tax
structure. As a tax on shelter, property taxes should
continue to be constrained and the decline in burden
caused by the 2 1/2 limit protected. Both the ceiling
on the tax rate and an annual limit on tax increases
should be retained.”

The specific adjustments proposed are as follows:

Index annual increase to inflation. The automatic
annual increase in levy limits is currently restricted to
2.5%. Since inflation in local government purchases
has exceeded 2.5%, the effect of the 2.5% annual
increase has been to force an annual reduction, in real
terms, of the property tax. The Task Force believes that
while the lower limit should be protected, the annual
increase — rather than remaining as an arbitrary
constraint — should measure something real.
Proposed as the most appropriate measure is the
index of prices paid by state and local governments
for goods and services, maintained by the U.S. Depart-
ment of Commerce. Using a three year average of this
index will allow property taxes to keep pace with cost
changes. When inflation is high, the annual adjustment
will exceed the current 25%; when inflation is low, the
annual adjustment could dip below the current guaran-
teed increase.

The impact of this recommendation is an estimat-
ed $92 million in additional taxing capacity
statewide in FY91.

The current 25% increase also applies to certain
assessments. The task force recommends that these
also be changed to an indexed increase.

The Hamill report concludes that real increases above
the annual limit should continue to be approved by
voters, as the law requires: ' These decisions, whether
taken because of some extraordinary local expense or
to provide funds for a new or expanded purpose, merit
the consideration and public debate that an override
vote entails.”

Include all new growth. While the law currently pro-
vides for an annual levy limit increase to reflect growth
in the tax base, this adjustment is limited to those

improvements that increase the value of residential
property by 50% or more, or commercial property by
at least $100,000. As land values and construction costs
have risen, fewer improvements or additions qualify.
Property owners pay taxes for the improvements, yet
these taxes are not included in the community’s levy
limit.

The Task Force recommends that the allowance for
new growth include the value of all improvements. The
annual impact of this recommendation is estimat-
ed at $18 million statewide, based on current data.
The Task Force warns, however, that growth will slow
in the years ahead.

Exempt annual cost of financing future long-term
capital improvements from levy limit. The Task Force
report observes that the constraints of Proposition 2
1/2 have caused communities to defer maintenance
of existing capital facilities in recent years. Compound-
ing this problem, in the years ahead many cities and
towns will have to invest in costly new or expanded
water, sewer and waste disposal systems, new school
or other major public facilities. While the need for
capital spending is great, however, there is unlikely to
be significant state or federal assistance. The Task
Force therefore recommends that communities have
the authority to finance major capital improvements
outside of the annual levy limit.

The proposed change would — at local option —
allow debt service for major capital projects to be
excluded from the levy limit by a two-thirds vote of the
legislative body (Town Meeting or City Council), the
same mechanism by which all municipal borrowing is
now approved. The change would eliminate the need
to put exclusions for capital projects of this type on the
ballot for voter approval. However, all other characteris-
tics of Proposition 2 1/2 debt exclusions would still
apply, as would the normal restrictions on municipal
borrowing.

Eligible investments must be carefully defined and
limited. Minor renovations and repairs — borrowing for
terms of less than 10 years — and refinancing of
existing debt would not qualify.

The annual impact of this recommendation is an
estimated $15 million statewide.
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OTHER RECOMMENDATIONS

Property Tax Administration

The Task Force made two recommendations on
property tax administration changes that have since
been signed into law. Chapter 653 of the Acts of 1989
(the supplemental state budget) includes the following
two local option provisions: advancement of the
assessment date for new construction and quarterly
tax billing. Advancement of the billing date is a one
time revenue gain and provides a more current tax roll.
Quarterly tax payments will improve cash flow, reduce
borrowing costs, and increase interest earnings for
municipalities.

The assessment date recommendation has a one
time impact in FY91 of $61 million; quarterly tax
billing is estimated to have an annual impact of up
to $49 million.

The Division of Local Services is currently working with
communities to implement these changes.

Motor Vehicle Excise

The Task Force supports a proposal by the Division
of Local Services to revise the depreciation schedule
for motor vehicles subject to the motor vehicle excise
tax. This change would be revenue-neutral but have
the dual advantages of more accurately capturing
market value and reducing the administrative burden
of administering this tax; it is estimated that the
number of excise bills issued would be cut in half.

Local Revenue Flexibility

In its study of local finance, the Task Force also exa-
mined the potential for creating a new local option
taxes. It concluded that broad-based local option
taxes such as sales, income and/or payroll taxes are
not suitable or appropriate revenue sources for Mass-
achusetts cities and towns. Specific objections raised
include the following:

0 A constitutional amendment would be required

o Wide disparities in communities’ tax bases would
mean significantly disparate benefits from any
local option tax

o Border problems would preclude adoption of such
taxes in many areas

The Task Force concludes that if such taxes are to be
used locally, such use should be only on an area-wide
or regional basis.

The Task Force is more supportive of local option tax-
es that follow the pattern of the room occupancy
excise: an additional rate of tax on a tax already
collected by the state. Examples cited in the report

include the meals tax and the alcoholic beverages tax.
The Task Force also suggests that a tax on recreational
and entertainment events and a tax on short term park-
ing may merit further exploration. These excises would

have limited application among communities and yield
relatively small amounts of revenue. They would be of
principal value to larger cities and resort areas, where
much of the tax could be exported to non-residents.
However, local options taxes would add a measure of
flexibility and local choice.

Local Fees and Charges

Many communities, observes the Task Force, continue
to pay for most services through tax dollars rather than
user fees. The report suggests that while this will con-
tinue to be a local decision, communities may increas-
ingly need to avail themselves of this source of revenue
flexibility.

The Task Force advocates a review of the approximate-
ly 200 local user fees and charges set by state law,
with an eye toward providing greater flexibility where
appropriate. Where state uniformity serves no clear
purpose, the report states, control over rates should
be placed at the local level.

Local Costs

Local government costs are influenced not only by
demographic and economic forces, but also by public
policy decisions made by federal, state and local
governments. The Task Force examined a number of
specific cost containment and savings proposals as
part of its work on local finance. Two objectives were
established in this review: to seek ways to increase
local flexibility and responsibility for determining serv-
ice levels and delivery methods and to seek opportu-
nities for structural change in the way services are
delivered.

In this area, the Task Force report:

o Calls for an immediate review and revision of Mass-
achusetts laws governing public construction

o Endorses the recommendations of the Governor's
Task Force on Special Education, which conclud-
ed that some cost controls can be incorporated into
the special education system

o0 Recommends a change in state law to allow labor-
management negotiations relative to health insur-
ance benefits for municipal employees, designed to
encourage joint work on cost containment ideas

o Encourages exploration of options for regional
cooperation, such as regional school districts, mutu-
al aid for fire protection, fee for service arrange-
ments, agreements for cost sharing, and
agreements with regional entities.
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TRAINING OFFERED BY THE
INSPECTOR GENERAL'S OFFICE

In January, 1990, the Uniform Procurement Act was
signed into law. This new law, Chapter 30B of the
General Laws, clarifies and modernizes the rules for
contracting for supplies and services by all Mass-
achusetts cities, towns, counties, districts, regional
school districts, and local authorities. Chapter 30B
also covers the purchase, sale, and rental of real
property and the disposal of surplus supplies.

Chapter 30B will take effect on May 1, 1990. To
assist public officials in understanding and im-
plementing the provisions of Chapter 30B, the Officer
of the Inspector General has scheduled the follow-
ing training sessions. The ’’general training
sessions’’ listed below are open to all employees of
governmental entities affected by the new law. To
reserve space at one of the general training sessions
listed below, please contact the Office of the Inspec-
tor General at (617) 727-9140.

Tuesday, April 3: Massachusetts Public Purchasing
Officials Association
membership, Cambridge

Wednesday, April 4: Massachusetts Association of
School Business Officers
membership, Braintree

Wednesday, April 11: General training session
Hogan Center, Holy Cross
College, Worcester
9:30 AM—12:30 PM

Thursday, April 12: General training session
Minihan Hall, Hurley Building
19 Staniford Street
Boston: 9:30 AM—12:30 PM

Wednesday, April 18: Massachusetts Government
Finance Officers Association
membership, Lexington

Thursday, April 19:  General training session
Health Technology Building,
Room C-111, Bristol Community
College, Fall River
9:30 AM—12:30 PM

Monday, April 23: General training session

Smith Hall meeting room

Essex Agricultural Institute

Maple Street, Route 62, Danvers

9:30 AM—12:30 PM

Wednesday, April 25: General training session
Frost 271 (the Old Bookstore)
Holyoke Community College
(park in K or L lots only)
Holyoke 1:30—4:30 PM

Thursday, April 26:  General training session
Koussevitzky Hall, Room 111
Berkshire Community College,
Pittsfield 9:30 AM—12:30 PM

CITY & Town, a publication of the Massachusetts
Department of Revenue's Division of Local
Services, is published twelve times per year. The
Division is responsible for oversight and assis-
tance to cities and towns in achieving equitable
prcperty taxation and efficient fiscal manage-
ment. (617) 727-2300

Editor: Elizabeth Rose Anderson
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