Richard D. Carney
Municipal Office Building
100 Maple Aveuue
Voice: 508-841-8508
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OFFICE OF THE
TOWN MANAGER

Town of Shrewsbury

MASSACHUSETTS 01545-5398

December 7, 2007

To: Board of Selectmen
Finance Committee

From: Daniel J. Morgado
Re:  Average Residential Tax Bill

This month’s Focus on Municipal Finance feature containcd within DOR’s monthly City and
Town publication deals with average residential tax bills.

I have attached the pertinent part of the publication for your review.
I have also updated my Exhibit 1.2 to reflect correct average state wide bills for the early years
on the chart. The exhibil previously provided to you had incorrect data for the years prior to FY

1999.

Please advise with any questions.
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Fiscal 2007 Average Single-Family Tax Bills and Assessed Values

Scot Keefe, Financial Management Analyst

This Focus arlicle reviews fiscal year
2007 single-family tax bills and prop-
erty values for communities in the
Commonwealth. Using the largest resi-
dential property category, the single-
family home, the analysis provides es-
timates of an average tax bill and
assessed value for each community,
ranks communities statewide and al-
lows lhe reader to compare communi-
lies.

Average single-family tax bills are cal-
culated by first summing the assessed
values of all ol the single-family parcels
ol each community. The combined
sum is then multiplied by the commu-
nity's residential tax rate. Lastly, the
product is then divided by the reported
number of single-family parcels in the
community 1o generate the commu-
nily's average SmJJe amily tax bill. The
cilies and towns hat have adopted a
residential exertwphon (13 In FYOG; 12
in FY0O7) are not included in the analy-
sis because lhey do nol suhmn ade—
quale detailed dala to DLS to deter-
mine the average tax bill,

Statewide Analysis
Stalewide average single-family tax
bills have increased every year during
the last 10 years in actuai dollars.
Table 1 shows a comparison ol aver-
age lax rates, average values. and av-
erage tax bills (current and conslant
dollars) over the last 10 years, Two
constant-dollar calculalions are pre-
sented: the firsl uses the FHo
sumer Price Index (CP1) o ai
Consumers to converl 1999 1o 20f
values 0 1998 dollar values: the ¢
ond uses the State and Local Govern-
ment Implicit Price Deflator. The aver-
age tax bill also rose in each of the last
10 years when adjusted for inflation by
the CPI, but declined in each of the
last three years when adjusted by he
government price deflator.
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The average tax bill increasea ©
or 4.2 percent. in 2007 1o &
smaliesl percentage in :

1999. The percemtage increase ovar ihe
last 10 years ranged from a low of 3.5
percent in 1999 (0 6.7 percent in 2002:
a cumulative increase of 60.9 perceni
Part of the increase in 2007 can be al-

lributed to Chapter 3 of the Acls of
2004." Chapter 3 allowed qualifying
communities to temporarily increase the
maximum shift in their commercial/in-
dustrial/personal property (CIP) tax rate
above the previous 175 percent, but for
fiscal 2007 it also required the maxi-
mum shilt to be 183 percent compared

)y 190 percent in fiscal 2006. In 2007,

’7" of the 29 communities [har took ad-
vantage of thal acl haa lo reduce the
shift in iher ievy 1o the commercial/in-
duslrial/personal seclor and back lo the

residential sector, further adding to the
average single-family tax bill in those
communities.

Previous Focus articles have examined
the trend in average single-family tax
bills adjusted for inflation by the Con-
sumer Price Index-Boston (CP1). This
adjustiment for the average price
change in the typical Boston con-
1arkel paskel 1s uselul for
dermonstraing how the average price
vaid by the taxpayer has changed rel-
ative Lo the other items he purchases.
By Ihis measure, lhe adjusled average

SLIMeTs 1

sentinued on page ning

‘ FY1998-FY2007 State Total Average Smgle Famlly Tax Bill |

Fiscal Avg. Pct. Actual Pct. Adjusted Pct.
l year assessed change doliars change by CPI change
;1998 165.050 — 2,463 — 2,463
1999 173,576 5.2 2,557 3.8 2.50¢ 1.7
i 2000 185,009 G.6 2.679 4.8 2.534 1.0
. 2001 206.789 1.8 2.826 55 2.555 0.4
. 2002 236.229 14.2 3,015 6.7 2.645 3.5
1 2003 266,350 12.8 3,206 6.3 2,719 2.8
| 2004 307,361 15.4 3412 6.4 2,796 2.8
2005 352,820 14.8 3,588 5.2 2.874 2.8
| 2006 385,602 9.3 3,801 5.9 2,929 1.9
. 2007 406,673 5.5 3,962 4.2 2,987 2.0
\ Change 241,623 1,499 524
\ Pct. change 146.4 60.9 21.3

Tahle 1

By gov'l Pct. Tax
price deflator change rate
2.463 — 14.92
2.503 1.6 14.73
2.520 0.7 14.48
2.560 1.6 13.67
2.670 4.3 12.76
2,746 2.8 12.04
2,824 2.8 11.10
2,805 -0.7 10.17
2,794 -0.4 9.86
2,770 -0.9 9.74 |
I
307 -5.18
125 -34.7 |
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werage Single-Femily Tax 8ills and Assessed Values
single-family tax bili increased by $58
1o $2.987 in 1998 do\‘ms‘ a 2.0 percent
mcrease from fiscal 2006 to fiscal
2007, Since 1998, average bills have
increased $524 or 21.3 percent. Prop-
erly laxes on lhe average single-family
homeowner have risen faster than the
inflalion In consumer prices.

Il one wants to consider taxes as the
revenues lhat support municipal
spending. it might be more appropri-
ate lo adjust for inflalion by using the
Slate and Local Government Implicil
Price Deflalor inslead of the CPI. This
deflator measures the change in prices
for the markel baskel of goods pur-
chased by a "typical” stale and local
government and typically leads to a
higher measure of inllation because
governmenis typically spend more on
wages and benefits than consumers.
Adjusling by this measure of inflation
tells a much different story- -Average
single-family tax bills decreased by
S24, or 0.9 percent, to §2,770 from fis-
cat 2006 to fiscal 2007 when ex-
pressed n 1998 dollars using the gov-
ernment deflator. This is the third year
N a row that the adjusted lax bill has
decreased. and while small, il means
lhal the average lax bill is mot keeping
up with the average cost of services.

Doy

Over the fast 10 vears, e ncrenaes o
only 12,5 percenl. comparec 1o
©0.9 percent (current doiflar) and 21.3
percent (CPl-adjusted) increases of
the two previous paragraphs

e

There has been a dramatlic rise in the
statewide average assessed values
over the last decade. The 2007 aver-
age assessed value of $406.673 was
more than double the 1998 value, an
average annual increase of 10.5 per-
cent. Most of this increase ook nlace
between 2001 and 2005 when annual
ncreases were in the doubin-d 3
The growth in values h re
cently as the real estale mar<el has
cooled olf: the average single-family
property value realized an increase of
5.5 percent in 2007, from 3385502 lo
$406.673, the smallest percenlage in-
crease since 1999,

as sic

As one would expect, the average lax
rate has decreased over the neuod
studied as the increase in a i
values exceeded the inci
lax levy allowed by Propo
From 2006 (o 2007, the av ¥
Increased by 4.2 perconl wihiie 2
sessed values increased b
cent. As a result, the lax rate de-
creased from $9.86 in fiscai 2006 (o
$9.74 in fiscal 2007. Over the 10-year

y 5.0 per-

_—

Average Single-Family Tax Bills, 1998-2007

[T
]

Figure 2

[l mw of Lo Yices 9

Cantiples irgm page six

nerioo, the tax rale has declined from
Y140 82 per $1.000. or 34.7 vercent.

Municipal Analysis

Table 2 detalls the average assessed
value, and tax bilt of single-family
homes for fiscal years 2006 and 2007,
the 2007 lax rate, ranks the 339 com-
munities from high to low for the 2007
average lax bill and shows lhe per-
centage change in assessed value
and tax nills.

[he data shows thal communities with
lhgher assessed values also lend o
have high average lax biils. For fiscal
2007 . the five communities with the
nighest average lax bills are Weslon
($13,379), Sherborn (311,733), Lincoin
($10,790), Dover ($10.353) and
Carlisle ($9,833). Based on the aver-
age assessed values for these same
communities, they ranked as follows
Weston (2). Sherborn (19). Lincoln (5),
Dover (3) and Carlisle (15). At the
lower end of the spectrum. the five
sommunibes with the lowesl average
ax bills were Rawe (§780), Hancock
(5785). Florida (81.014). Manroe

($1.0806) and Erving ($1,203). The rela-
lionship between tax bill and assessed
values. while strong, is not as closely
correlaled at the lower end of the rank-
ings. This is largely due to the exis-
lence of power plants that pay the ma-
iority of the taxes in all of these
communilies but Hancock. These
fowns, with respect to their assessed
vaites. rank as follows: Rowe (313)
Hancock (27 1) Fiorida (336), Monroe
(339} and Erving (322)

Yl a hiscal 2007 average single-fam-
iy assessed value of §1.74 million.
Chilmark was the highest in lhe state,
yol g $3.250 average tax bill ranked
1801lh, 18 percent below the state-wide
average. This exemplifies the situation
regarding Cape and island communi-
ties. which tend to have higher as-
sessed values but lower tax bills due
o the large number of seasonal prop-
ertics whose owners have a lower de-
mand for municipal services. Eight of

RGN ETER H03
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fverage Singie-Family Tax Bills and Assessed Values

the top 20 communities when ranked
by average assessed value were Cape

rIsland communities, however only
two, West Tisbury (751h) and Province-
[own (951h), ranked in the top 100 sin-
gle-family tax bills. Incleed. all of the
Cape and lIslands communities bul
Sandwich (104} and Yarmouth {121)
ranked in the lop 100 in average as-
sessed value.

On average, statewide single-family
lax bills increased $161 or 4.2 percent
pelween fiscal 2006 and fiscal 2007.
There were 187 communities {49.3
percent) wilh an equal or greater per-
centage increase than the state aver-
age. The largesl percentage increase
befonged o the community of Gos-
nold, @ §353 or 23.1 percenl increase
to $1.881 (324th). In dollar terms, the
largest increase ($874) belonged (o
the community with the largest tax bill,
Weston ($13,739). At the other end of
the spectrum, the western community
of Granville, one of only 24 towns that
had lower tax bills in fiscal 2007 than in
fiscal 2006, cut its average single-fam-
ity bill by 5270 or 9.9 percent.

As menlioned above, the slatewide av-
erage single-fTamily tax bJH increased
oy $58 or 2.0 percent from fiscal 2006
o tiscal 2007 in 1998 constant dollars
when adjusted by the CPIl. The in-
creases among the 338 communities
oresented here ranged from 20.5 per-
cent lo ~11.5 percent. 270 communi-
ties had positive increases. meaning
the cost of government services went
up for taxpayers in those communilies.
When adjusted by the government
price dellator, lhe stalewide average
bill went down by $24 or 0.8 percent in
1998 dollars. The 2006-2007 percent
chjm;@s ranged from +17.1 percent 10
3 percenl. and 218 communities
had decreases. This means that the
average single-family tax bill {ailed to
keep up with the cosl of providing
services in those communities.

From fiscal year 1988 until fiscal year
2003, communities that used different
lax rates for residential and commer-

NG

cial properlies, known as split rates
were restricted from taxing commer
taxpayers more than 175 per¢
the taxes lhey would have naic nncier
a single lax rate. Addilionalty, o
Hal laxpayers coud ne
than 50 percent ol lheir
under a single tax rale syslem
ter 3 of the Acls of 9004

[

[

Chap-
owed for a
lemporary adjustment to this fermula,
Communities hat adopted this provi- |

sion for fiscal 2004 were allowed lo
shift the commercial lax burden up to
200 percent and reduce the minimum
burden for residential properties 1o 45
percent. This provision was rollea back
over lhe ensuing four vears by reduc-
ng the maximum commercii percent-
age and increasing the rinamu
dential percentage each vear. e
communities will now he relurnad o
the preexisting 175/50 commercialires-
idential spiit. Of the 108 communilies
with split tax rales, 29 ol the eligible
communities have taken advantage of
Chapter 3 to raise the maximum com-
mercial percentage, and. in 2007, 17
of those were employing the maximum
percentage allowed, 183 percent,
Those communities will ha
crease the maximum to 175 ¢
2008. This will likely '
crease in the average single-ian
biil in those cities and lowns.

The data indicates lhal alter lacicring
in the Governmenl Implicil Price Defla-
tor, revenue from single-family property
tax has increased less than s com-
monly perceived, has not kept up with
inflation in the past three fiscal years
and thus has lailed to keep up with the
cost of providing services 1o a majority
of the commonwealth’'s cities ana
towns. This data helps lo explan ha li-
nancial slress seen in loca: i
menls across the state

2=

communi
GiP tax raie |r :
2004, lo 197 pero
in Hsml 2

Hv[ live (Ot H“”{l\ yaar )ﬂ(”

sent of .
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Barnstable Consoligation gontinued trom page two

ated an economy of scale in the areas
ol rocruitment and selection, benefits

aciministration, employee/labor rela-

Long, and salary admmstrate(m Appli-
for coth municipal ana school

1 SURCE DO Oy HE”:

ac one ud"l‘wzec‘ iepm ment

H e cenlratization of benelits adminis-
tralion allowed for a greater amount of

- audiling and review that identified sev-

eral opporlunities for efficiency im-
provemenls and cost savings.

" The focus of the consolidated opera-

lions was not to make decisions re-
garding the allocation of linancial and
nersonnel resources between town de-
partvients or even belween school
sites. hwas considered imnortant thal
Je consolidaled upo alions oe ex-
emptec from this decision so as not 1o
creale the perception that it worked lo-
wards gaining additional resources lor
any one particular operation. The deci-
sion to allocate resources would re-
main with the elected hodies and chief
executive officers.

The cooperalion and commilment o
making this endeavor successful
shonla net ne underestimated. | iakes
wmer na patience o work oul the
gty e aelans and a wilingness o
showe yous cards withows suiferng any

consequences. ILis promoling an
awareness thal we all belong to one
community. working towards one com-
mon mission: providing the best possi-
ble services 1o the citizens of the town
and prolecting our unigue character
and quality of life. ®

Editor’s note: If you have a Best Practice story
you’d like to submit, please write to cityand

OO RTINS,
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Massachusetts Department of Revenue
Division of Local Services
Municipal Databank/Local Aid Section

FY1990 - FY2007 State Total Average Single Family Tax Bill

FY Assessed Value

1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007

189,061,085,399
152,257,295,243
185,696,997,057
178,266,409,212
178,508,419,894
180,896,458,628
185,882,705,138
192,103,493,177
200,379,361,062
212,831,830,857
229,203,324,650
258,668,823,053
298,035,628,441
338,692,554,523
393,587,485,355
455,222,653,352
491,942,577,871
523,017,811,362

Parcels

1,081,477

865,505
1,143,102
1,153,160
1,165,710
1,177,933
1,190,341
1,201,862
1,214,056
1,226,162
1,238,878
1,250,881
1,261,639
1,271,609
1,280,537
1,290,239
1,276,110
1,286,089

Average
Value

174,817
175,917
162,450
154,589
153,133
153,571
156,159
159,838
165,050
173,576
185,009
206,789
236,229
266,350
307,361
352,820
385,502
406,673

Single
Family
Tax Bill

1,711
1,831
1,897
1,993
2,081
2,182
2,272
2,360
2,463
2,557
2,679
2,826
3,015
3,206
3,412
3,588
3,801
3,962

# of
Towns
Included

323
265
339
339
340
340
340
340
340
340
340
340
340
340
340
340
338
339



