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Before we begin:
• Why are we here
– Most Massachusetts Municipalities issue their actual tax bill for
January 1, with abatement applications due NO LATTER THAN
February 1
– From the top we must recognize that there is a tension between
competing public policy goals when it comes to the assessment of
affordable housing.
– It is imperative that we all agree, you can appeal your assessment, not
your taxes

• Ground rules
– We ask that you please put your phone on mute.
– All questions will be directed to the Moderator who will hold them
until the end of the presentation. We ask that all questions be
submitted in writing through the chat function or passed to Moderator
if you are here.
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Table of Contents
1. How to file an abatement application
• How to read the tax bill
• How to fill in an abatement application
• Important things to remember when filing an abatement application
– You must file a timely application and pay all of the tax due
– You must respond to any 61A Information Request
– You are appealing your assessment not your taxes

2. Chapter 59 • Assessment Process for income producing properties
• Develop an opinion of the correct assessment
– Project a stabilized Gross Income
– Estimate vacancy and expenses
– Estimate Cap Rates

•
•

Income Approach Example
Appeal process review
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How to read a tax bill
1. Property Location
2. Parcel ID
3. Assessed owner and mailing
address
4. Total Taxable Value
5. Tax Rates
6. Total Fiscal Year Real Estate Tax
7. CPA Surcharge
8. Taxes due and due date
9. Municipality levying the tax
10. Fiscal year
11. Bill Number
12. State property Class
13. Land area
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How to fill out an Abatement Application
• 1. Property Location
• 2. Parcel ID
• 3. Assessed owner and
mailing address
• 4. Total Taxable Value
• 9. Municipality levying
the tax
• 10. Fiscal year
• 11. Bill Number
• 12. State property
Class
• 13. Land area
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How to fill out an Abatement
Application (Cont.)
Section C –Reasons abatement sought
•

•

Applicants opinion of value: Since you are challenging your assessment and not your taxes it
is important to let the assessor know what you think your property is worth. You can leave
this section blank but it is in your best interest to fill this in.
Explanation of your opinion of value: Since the assessor uses their own model to value your
property it is important to let them know why you think your property is over assessed and
present evidence that supports your opinion of value. For example if you prepared an Income
Capitalization Approach to Value and it shows a lower value than the assessment you could
say that the Income does not support the assessment.

Signature Section (2nd page of the application)
•

You must sign and date the section below on your abatement application or your application
is void.
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Important things to remember when filing an
abatement application

• You need to pay your taxes on time or your appeal will be denied.
• The FY16 appeal deadline for Towns/Cities that bill quarterly is
2/1/16.
• If you received a 38D request from your local assessor you must
have complied within 60 days or the assessor can throw your
appeal out.
• If you file your abatement application in person you need a date
stamped receipt to prove you filed the application.
• If you plan to mail your application you should use certified mail to
prove it was postmarked by the appeal deadline.
• Applications filed after the appeal deadline will be denied. You must
file your abatement application(s) before the deadline in order to
avoid any late filing issues.
• Providing backup to support your abatement application is
recommended.
• You are appealing your assessment not your taxes.
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61A (Information Request)
• Some assessing jurisdictions will mail you a 61A
in response to your abatement application. This is
a request that you have 30 days from its mailing
to respond to.
• For income producing properties, the assessors
will typically ask for an income and expense
statement and a rent roll.
• If you supply supporting documentation on your
abatement application you are much less likely to
receive a 61A.
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Overview
• With subsidized housing there is a tension
between two competing public policy interests:
– The need for revenue to run the local government
– The fact that the taxpayers are by definition, the
marginal source of revenue at these projects

• There are two paths of taxation
– Ch. 59 tax (regular ad valorum taxation)
• This is the by right tax we commonly think of as a property
tax

– Ch. 121A/6A excise taxation
• This tax is a grace agreed to by the parties and will not be
covered here.
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Overview continued
• As with a good business relationship, the
importance of communications cannot be
overstated.
– With Ch.59 taxation, the municipalities may send out
information requests. You should always comply with
these requests within 60 days of mailing. We strongly
recommend the reply's be sent by certified mail.
– For new construction we recommend you send the
assessors office a copy of the approvals and the
governmental restrictions which encumber the fee
interest as soon as the project approvals are final.
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Commonwealth of Massachusetts
Property Tax Overview – CH 59
• Taxing procedures are controlled by proposition 2.5%, which limits the
growth in the total property tax levy to 2.5% a year plus new growth.
• Fiscal year runs from July 1 to June 30. We are currently in FY 2016.
• Municipalities issue bills either quarterly (Boston) or semi-annually
(Cambridge). Appeals must be filed within 30 days of the issuance of the
actual property tax bill. The vast majority of municipalities issue quarterly
bills.
• All properties are assessed at 100% of the fee simple, fair market value as
of Jan 1 of the prior year.
• Each municipality sets individual property values locally. Assessments are
updated annually, and each municipality performs a revaluation every
three years.
• The Massachusetts DOR certifies the values and the setting of the tax
rates. Each fiscal year’s value stands on its own.
• Boston has split tax rates where the commercial/industrial class of
properties tax rate will be calculated at 175%, for FY 2016, of what it
would have been if there was a single tax rate.
• Multifamily housing is taxed at the residential rate
– If a City or Town has a residential exemption, tax burden is shifted to
multifamily properties from owner occupied properties
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Typical Process for income producing
properties
• Affordable housing is typically assessed via income capitalization.
• February – March mandatory information requests may be sent out for
the prior calendar years rent roll, income and expense information. (more
on this later)
• April through October – review and analysis of this information. Physical
change information is updated on their records during this time period as
well.
• Assessors then generate schedules for rental rates, combined vacancy and
expense allowances and cap rates.
– Cap rates are both extracted from market sales and built up from financial
data. The tax rate is included in the cap rate.
– Data from these schedules is applied to each property individually.
– Values are typically certified in November by the State and the tax rate is
certified by early December.
– The assessments are then published on the 3rd quarter tax bills. Abatement
applications are due 30 days after the 3rd quarter bill.
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Typical owner occupied residential
process
• Target is the Fair Market Value on Jan 1, of the
prior year.
• For FY 16 the assessors will review 2014 sales of
residential properties for the value as of Jan 1,
2015.
• They will develop land and “market adjusted cost
grids” based on these sales.
• They will then apply this information to the
individual property information and produce values.
• Comparable Sales drives these assessed values
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Policy Issues
• Typically the levy grows between 3.5% and 5% per year. 2.5% of
this growth is allowed by right, the balance is “new growth”.
• Most communities’ policy is to tax to the maximum levy burden
allowed. Many also have a split rate.
• If a community wishes to they may ask the voters to override
proposition 2.5%. There are two types of overrides:
– Debt exclusion overrides for capital projects. This allows the levy to
increase to cover the debt service of an approved project and expires
with that project.
– Operating override. This is a permanent override, increasing the levy
burden for operations of local Government.

• These are political issues and not something we can address
through the assessing scheme, however it does frame the business
decisions.
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Assessing process
•
•

•
•

•

•

For Income producing properties arrive at the fee simple value by estimating the market
rents as of the lien date, applying market vacancy, market expenses and market cap rates.
Although sales are not used in setting the value of assets, Municipalities do extract cap rate
data from sales and use sales per unit as a test of reasonableness when reviewing
assessments.
However, the sale of income producing properties represent the leased fee investment value
of the real estate and its existing in place cash flows.
The assessed value issued by the Assessor is deemed to be legally correct and the taxpayer
has the burden of proof when challenging the assessment.
All review of assessments is de novo. There are three levels of appeal:
– Informal – Review before the values are finalized
– Local – a formal application for abatement is filed timely.
– Appellate Tax Board - Appeal to the State Board to challenge the assessment.
For new construction, the assessors will review and consider cost information to establish the
% complete and as a test of reasonableness on their values.
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Valuing affordable housing in MA
• The assessors typically value affordable housing on an
income approach to value. However, they will show a
cost value for the land and improvements on the public
cards.
• These assets should be valued considering
– Their restricted rents
– Their stabilized operating expenses
– A cap rate which reflects the risk in this property class as of
the lien date.
• Cap rates are a measure of both return and risk. Return is
measured by the market as is risk.
• Risk takes three components, opportunity risk, liquidity risk and
capital risk.
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Expense Allowance and Cap Rates
•

Expense allowances:
– Often the most contentious area of valuation for affordable housing.
– Given the nature of the product the expenses are often above market, especially when
expressed as a percentage of the operating income; frequently by a large margin.
– You may have to educate the assessor’s office on how and why the assets expenses are as
high as they are.
– Reserve for replacement allowances should reflect the contract reserves

•

Cap Rates:
– As we all know the yield curve has been greatly compressed as a result of monetary policy on
the part of the Federal Reserve. Although interest rates may increase slightly by the end of
the year, it is highly likely that the Fed will keep its policy of easy money in place for the
foreseeable future.
– As a result, across all asset classes investors have been and are chasing yield.
– In turn the value of in place rents has soared, driving up leased fee values even if the
fundamentals of the property are stagnant.
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Income approach example
FY16 Income Approach Example
• Since the value date for FY16 is 1/1/15 we
will use the 2014 income and expense
statement for the subject property.
• Real Estate taxes cannot be included in the
expenses, this is accounted for by tax
loading the cap rate
• Financial expenses cannot be included in
the expenses and these include mortgage,
Financing, depreciation, amortization and
interest expenses
• Ground rent is not included in the
expenses.
• As you will see in the next slide the reserves
are accounted for separately
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Income approach example
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Common Questions
• If there are multiple parcels at a property do I have to appeal each
parcel?
– Yes
– However your opinion of the correct assessment should be for the
whole assemblage of parcels, and noted as such on any filings

• Do we have to allow the assessor to inspect the property?
– Yes

• Does Prop 2 ½ limit the growth in taxes at my property
– No. It limits the growth in the Levy.

• Can the assessor raise an assessment in response to an appeal?
– No, unless they missed parts of the property.
– However, they can change the following years assessment if an asset is
under valued.
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