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	CITY COUNCIL FISCAL YEAR 2021 
	December 2, 2020 
	Presented by: The Board of Assessors 
	What is the purpose of this hearing? 
	The purpose of this hearing is to establish the proportion of the tax levy raised by the 
	residential and commercial class of property. This hearing is required under 
	Massachusetts General Laws, Chapter 40, Section 56 
	What is the Assessor's 1·ole in the budget process? 
	The Assessors' play only a limited role in determining the amount of taxes raised each year, by establishing the amount needed to be reserved for abatements and exemptions in the overlay. In the spring the Mayor presents the City Budget to the City Council, which then conducts budget hearings and approves or reduces recommended appropriations. These decisions determined if the property tax collected for fiscal year 2021 would be higher or lower than the property tax collected for fiscal year 2020. 
	The Assessors also determine the amount of new growth in property taxation each year. This is done by inspecting all new construction projects and inspecting existing properties with renovations to determine the increase in property value due to the construction and/or renovations. The new growth values proposed are approved by the Massachusetts Commissioner of Revenue. 
	The Assessors determine the value, based on use, of all taxable property in the City. These assessed values represent the value of the property as of January 1, 2020 for fiscal year 
	2021. These assessed values determine the proportion of the tax levy that each property owner will pay, if all properties were taxed at a single, uniform rate. The City Council will ultimately determine if instead, whether a proportion of the total levy will be shifted (or not) from residential property owners to commercial, industrial and personal property owners. 
	What does it mean to adopt the 1·esidential factor? 
	This is the purpose of the classification hearing. The City Council will decide how much of the tax levy the owners of residential properties will pay and how much of the tax levy the owners of commercial, industrial and personal property will pay. This decision is what creates two tax rates (or split tax rates) in the City of Brockton. Note: If there was NO shift there would be a single tax rate and the following would apply: 
	The Classification Hearing is when the City Council must decide on whether or not to shift more of the tax levy onto the commercial/industrial/personal property owners and less onto the residential property owners. By law, the maximum allowable shift for Brockton is 175% (Note: City Council shifted 172% for fiscal year 2020). In the event City Council decides to shift 172% again this year, the process would be to multiply the(% value) of the commercial, industrial and personal property classes by 172% (1. 7
	Put another way, once the factor of 172% (1. 72) is applied to commercial, industrial and personal property, those classes then become responsible for 27.67% of the tax levy. That number is then subtracted from 100% to arrive at the residential proportion of 72.33% of the tax levy. 
	So, if the City Council decides to shift 172%, the owners of commercial, industrial and personal property, which represents 16.09% of the taxable value become responsible for 27.67% of the tax levy. The result of this vote is that the residential property owners, whose property represents 83.91% of the taxable value, become responsible for 72.33% of the property tax levy. 
	The actual vote taken is on what residential factor to adopt. These residential factors result in the intended shift from the residential on to the commercial, industrial and personal property tax payers. This is the ultimate purpose of the classification hearing. 
	What are the components of Proposition 2 %? 
	Proposition 2 Y2 has two basic components. First, you cannot increase the prior year levy limit by more than 2.5% (plus new growth) without voter approval and second, your levy limit cannot exceed 2.5% of your total taxable value. Another way of stating the second 
	Does the City Council have to sign something at the end of the classification heal'ing? 
	No. Typically, the City Council would sign the form LA5 but for FY 2021 a Clerk's 
	Certification of Vote document is now required for LA-5 submission. This is the form sent 
	to the Department of Revenue as part of the tax recapitulation (Tax Recap) sheet and 
	approval of the tax rates established at the classification hearing. These tax rates estimated for your review may be adjusted via rounding and subject to change of typically not greater than one to two pennies. 
	What is personal propel'tv' ? 
	Personal property is the inventory, furniture, machinery, and equipment used while conducting business. This is assessed to business owners. If the business is incorporated, it is exempt from certain personal property taxes (furniture and inventory are exempt for corporations). 
	New Growth: Additions to the tax base from new construction and property improvements 
	Levy: Revenue raised through property taxes 
	Levy Limit: Maximum dollar amount a City can raise in a fiscal year. (Prior years Levy+ 2 'la%+ New Growth) 
	Excess Lev 
	Difference between the levy and the levy limit. Class that includes Commercial, Industrial, & Personal Property. Minimum Residential Factor. This factor represents the minimum percentage of the levy the residential class must pay. 
	MRF: 
	CITY OF BROCKTON FISCAL YEAR 2021 CLASSIFICATION HEARING HISTORICAL TAX RATES 
	FISCAL YEAR RESIDENTlAL COMMERCIAL 
	CITY OF BROCKTON FISCAL YEAR 2021 CLASSIFICATION HEARING TOP TEN LIABILITY 
	RE TAX PERONALPROP TOTALTAX Owner of Record 1/1/2019 LIABILITY LIABILITY LIABILITY 
	1 
	2 3 4 
	5 
	6 
	7 
	8 
	9 10 
	TOTAL REAL ESTATE LIABILITY $ 
	TOTAL PERSONAL PROPERTY $ 
	TOTAL TAX LIABILITY $ 
	AVERAGE OF ABOVE TOWNS INCLUDING BROCKTON. $5,422 AVERAGE OF ABOVE TOWNS EXCLUDING BROCKTON. $5,500 AVERAGE TAX BILL RANK IS BASED ON 343 OF THE 351 CITIES AND TOWNS THAT HAVE REPORTED 
	Data supplied by Massachusetts Department of Revenue 
	CITY OF BROCKTON FISCAL YEAR 2021 CLASSIFICATION HEARING COMMERCIAL TAX RATES 
	CONTIGUOUS TOWNS FY 2017 FY 2018 FY 2019 FY 2020 
	CITY OF BROCKTON FISCAL YEAR 2021 CLASSIFICATION HEARING 
	ASSESSMENT/ CLASSIFICATION REPORT 
	as of January 1st 2020 
	PROPERTY TYPE PclCnt RESIDENTIAL COMMERCIAL INDUSTRIAL PERSONAL 
	CITY OF BROCKTON FISCAL YEAR 2021 CLASSIFICATION HEARING 
	PROPERTY VALUES BY CLASS 
	Residential Property Class 
	Commercial/Industrial/Personal Property Class 
	City of Brockton Fiscal Year 2021 Classification Hearing 
	Percentage Increase by Class 
	TOTAL TAXABLE VALUE 
	YEAR TOTAL VALUE PCT. CHANGE 
	MASSACHUSETIS DEPARTMENT OF REVENUE Brockton DIVISION OF LOCAL SERVICES 
	CITY 
	BUREAU OF ACCOUNTS Levy Limit Fiscal Year 2021 
	FOR BUDGET PLANNING PURPOSES 
	I. TO CALCULATE THE FY 2020 LEVY LIMIT 
	A. FY 2019 Levy Limit 143,674,763 A 1. Amended FY 2019 Growth 0 
	B. ADD (IA+ IA1)'2.5% 3,591,869 
	C. ADD FY 2020 New Growth 1,769,849 C 1. ADD FY 2020 New Growth Adjustment 0 
	D. ADD FY 2020 Override 0 
	E. FY 2020 Subtotal 149,036,481 
	F. FY 2020 Levy Ceiling 210,657,050 
	II. TO CALCULATE THE FY 2021 LEVY LIMIT 
	A. FY 2020 Levy Limit from I 149,036,481 A 1. Amended FY 2020 Growth 0 
	B. ADD (IIA + IIA1)*2.5% 3,725,912 
	C. ADD FY 2021 New Growth 2,331,089 C1 . ADD FY 2021 New Growth Adjustment 0 
	D. ADD FY 2021 Override 0 
	E. ADD FY 2021 Subtotal 155,093,482 
	F. FY 2021 Levy Ceiling 228,831.793 
	Ill. TO CALCULATE THE FY 2021 MAXIMUM ALLOWABLE LEVY 
	A. FY 2021 Levy Limit from II. 155,093,482 
	B. FY 2021 Debt Exdusion(s) 0 
	I. 149,036,481 
	FY 2020 Levy Limit 
	II. 155,093,482 
	FY 2021 Levy Limit 
	Signatures 
	No signatures to display. 
	Documents 
	No documents have been uploaded. 
	NOTE : The lnfonnatlon 111 prellmln11ry and I• subject to change. 
	printed on 11/17/2D20 12:28:19 PM page 1 of 1 
	FY 2021 New Growth 
	CITY OF BROCKTON FISCAL YEAR 2021 CLASSIFICATION HEARING 
	SHIFT FACTOR AND AVERAGE RESIDENTIAL AND COMMERCIAL CHANGES 
	SHIFT AVG. SINGLE AVG. C/1 FISCAL YEAR FACTOR FAM CHANGE CHANGE 
	100.00 
	100.00 
	CITY OF BROCKTON 
	FISCAL YEAR 2021 
	CLASSIFICATION HEARING IMPACT CALCULATIONS ON VARIOUS PROPERTY CLASSES USING AVERAGE AND MEDIAN VALUES AVERAGES SINGLE FAMILY TWO FAMILY THREE FAMILY COMMERCIAL INDUSTRIAL 
	FY 2020 Value FY 2020 Tax Rate FY 2020 Tax Bill FY 2021 Value 
	Shift Percent Tax Dollars Tax Dollars Tax Dollars Tax Dollars Tax Dollars Res. Comm. Selected SlTT
	CITY OF BROCKTON FISCAL VEAR 2021 CLASSIFICATION HEARING 
	IMPACT CALCULATIONS ON VARIOUS PROPERTY CLASSES USING AVERAGE AND MEDIAN VALUES 
	MEDIANS SINGLE FAMILY TWO FAMILY THREE FAMILY COMMERCIAL INDUSTRIAL FY 2020 Value FY 2020 Tax Rate FY 2020 Tax Bill FY 2021 Value 
	Shift Percent Tax Dollars Tax Dollars Tax Dollars Tax Dollars Tax Dollars Res. Comm. Selected SinT
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	MA DEP,'lf'TMIENT OF F!EVENVE 
	Introduction The Division of Local Services has developed this primer to guide local officials through the mechanics of Proposi­tion 21/,. Proposition 21/. revolutionized property tax administration and is a fundamental feature of the Massachu­setts municipal fiscal landscape. Yet there is still some confusion about its meaning for cities and towns, particularly because the law is complex and has undergone a number of changes since Proposition 21/. was enacted in 1980. 
	The purpose of this primer is to explain, as simply as possible, the basic provisions of Proposition 21/,. We focus in particular on those aspects of the law that we have found to cause the most confusion, for example: the ways in which Proposition 2% limits the property tax, how the levy limit is calculated, how an override differs from a debt exclusion or capital outlay expenditure exclusion, and how new growth works. 
	With the help of this primer, a local official should be able to understand the fundamentals of Proposition 2%. However, this primer is not intended as a substitute for legal guidance on a community's options and obligations under the law. If you have any questions, please refer to the Resources section included in this primer and contact the Division of Local Services for assistance and information. 
	We hope this primer will help you grasp the basic concepts of Proposition 21/, and act on behalf of your community with a better understanding of the law. We welcome questions and comments on this publication. 
	What is a Levy? 
	The property tax levy is the revenue a community can raise through real and personal property taxes. We will refer to the property tax levy simply as the levy. In Massachusetts, municipal revenues to support local spending for schools, public safety and other public services are raised through the property tax levy, state aid, local receipts and other sources. The property tax levy is the largest source of revenue for most cities and towns. 
	What is a Levy Ceiling? What is a Lavy Limit? 
	Proposition 2'1, places constraints on the amount of the levy raised by a city or town and on how much the levy can be increased from year to year. 
	A levy limit is a restriction on the amount of property taxes a community can levy. Proposition 2'1, established two types of levy limits: 
	First, a community cannot levy more than 2.5 percent of the total full and fair cash value of all taxable real and per­sonal property in the community. In this primer we will refer to the lull and fair cash value limit as the levy ceiling. 
	Second, a community's levy is also constrained in that it can only increase by a certain amount from year to year. We will refer to the maximum amount a community can levy in a given year as the levy llmit. The levy limit will always be below, or at most, equal to the levy ceiling. The levy limit may not exceed the levy ceiling. 
	Proposition 2% does provide communities with some flexibility. It is possible for a community to levy above its levy limit or its levy ceiling on a temporary basis, as well as to increase its levy limit on a permanent basis. These op­tions are discussed in more detail in other sections of this primer. The concepts of levy ceiling and levy limit are il­lustrated in Figure 1. 
	How Is a Levy Celling Calculated? The levy ceiling is determined by calculating 2.5 percent of the total full and fair cash value of taxable real and per­sonal property in the community: 
	Full and Fair Cash Value x 2.5% = LEVY CEILING 
	Full and Fair Cash Value= $100,000,000 
	$100,000,000 X 2.5%: $2,500,000 
	In this example, the levy ceiling is $2,500,000. 
	LEVY CEILING: The maximum the levy limit can be. The ceiling equals 2.5 percent of the community's full and fair cash value. 
	LEVY LIMIT: The maximum the levy can be in a given year. The limit is based on the previous year's limit plus certain 
	allowable increases. 
	The LEVY can increase up to the 
	LEVYLIMIT. 
	LEVY: The amount the communily can raise through lhe property tax. The levy can be any amount up to the levy limit. 
	Figure 1 
	I . 
	How is a Levy Celling Changed? The total full and fair cash value of taxable real and personal property in a community usually changes each year as properties are added or removed from the tax roll and market values increase or decrease. This also changes the levy ceiling. See Figure 2. 
	NEW 
	LEVYCEIUNG 
	NEW LEVY CEILING 
	LEVY CEILING 
	Yta 
	Figure2 
	How is a Levy Limit Calculated? A levy limit for each community is calculated annually by the Department of Revenue. It is important to note that a community's levy limit is based on the previous year's levy limit and not on the previous year's actual levy. 
	Each step in the example below is detailed in other sections of this primer. A levy limit is calculated by: 
	Taking the previous year's levy limit and increasing It by 2.5%: 
	A. FV2007 Levy Umlt $1,000,000 
	B. (A) x 2.5% + $25,000 
	Adding to the levy limit amounts of certified new growth added to the community's property tax base: 
	C. FV2008 New Growth + $15,000 
	Adding to the levy limit amounts authorized by override votes: 
	D. FV2008 Override + $100,000 
	E. FV2008Subtotal(A+B+C+D) a $1,140,000 
	Comparing the FY2008 levy llmlt to the FY2008 levy celllng and ap­plying the lesser number (compare E and F): 
	F. FV2008 Levy Celling $2,500,000 
	$1,140,000 Appllcable FV2008 Levy Limit (Leaser of E and F) 
	This community's levy limit, the maximum amount in real and personal property taxes it can levy, is $1,140,000 for FY2008. How much of this amount the community actually wants to use -that is, the amount of the levy-is up to the discretion of local officials. The community can levy up to or at any level below the entire levy limit amount, regardless of what its levy was in the previous year. Levy increases are discussed on page 13. 
	How is a Levy Limit Increased? The levy limit is increased from year to year as long as it remains below the levy ceiling. Permanent increases in the levy limit result from the following: 
	Automatic 2.5 percent increase. Each year, a community's levy limit automatically increases by 2.5 percent over the previous year's levy limit. This does not require any action on the part of local officials; the Department of Revenue calculates this increase automatically. 
	New Growth. A community is able to increase its levy limit each year to reflect new growth in the tax base. Asses­sors are required to submit information on growth in the tax base for approval by the Department of Revenue as part of the tax rate setting process. New growth is discussed on page 8. 
	Overrides. A community can permanently increase its levy limit by successfully voting an override. The amount of the override becomes a permanent part of the levy limit base. Overrides are discussed on page 9. 
	Please note: Debt exclusions, capital outlay expenditure exclusions and overrides are all often referred to as "overrides" and enable a community either to permanently increase its levy limit or temporarily levy above its levy limit or levy ceiling. This primer makes a distinction between an override and a debt or capital outlay expenditure exclusion, because there is a significant difference in the impact of each on a community's levy limit. An override enables a community to permanently increase its levy 
	In summary, the levy limit can increase from year to year in these ways: automatic 2.5 percent increase, new 
	growth and overrides. Once the levy limit is increased in any of these ways, the increased levy limit amount be­
	comes the base upon which levy limits are calculated for future years. See Figure 3. 
	LEVY CEILING 
	NEW LEVY LIMIT (becomes the base for next year's limit) 
	LEVY LIMIT BASE= previous year's levy limit 
	Figure3 
	How Can a Community Levy Taxes in Excess of its Levy Limit or Levy Celling? A community can assess taxes in excess of its levy limit or levy ceiling by successfully voting a debt exclusion or capital outlay expenditure exclusion. The amount of the exclusion does not become a permanent part of the levy limit base, but allows a community to assess taxes for a certain period of time in excess of its levy limit or levy ceil­ing for the payment of certain debt service costs or for the payment of certain capital 
	In Figure 4a the debt exclusion or capital outlay expenditure exclusion gives the community temporary additional taxing capacity over and above its levy limit, but below its levy ceiling. 
	In Figure 4b the debt exclusion or capital outlay expenditure exclusion gives the community temporary additional taxing capacity that is over and above not only its levy limit, but also its levy ceiling. 
	For more information on debt exclusions and capital outlay expenditure exclusions, see page 10. 
	--·----------·----------··-----... ---
	LEVY CEILING 
	NEW LEVY LIMIT (becomes the base for next year's limit) 
	-
	LEVY LIMIT BASE= previous year's levy limit 
	Figure4a 
	LEVY CEILING 
	NEW LEVY LIMIT (becomes the base for next year's limit) 
	LEVY LIMIT BASE= previous year's levy limit 
	Figure4b 
	What is New Growth? Proposition 2% allows a community to increase its levy limit annually by an amount based on the increased value of new development and other growth in the tax base that is not the result of revaluation. The purpose of this pro­vision is to recognize that new development results in additional municipal costs; for instance, the construction of a new housing development may result in increased school enrollment, public safety costs, and so on. New growth under this provision includes: 
	New growth is calculated by multiplying the increase in the assessed valuation of qualifying property by the prior year's tax rate for the appropriate class of property. Any increase in property valuation due to revaluation is not included in the calculation. 
	Below we highlight how new growth is calculated: 
	Increases in Assessed Valuation x Prior Year's Tax Rate for Particular Class of Property = New Growth Addition to Levy Limit 
	For example, for a community that applies the same tax rate to all classes of property: 
	Increases in Assessed Valuation = $1,000,000 Prior Year's Tax Rate = $15.00/1000 $1,000,000 X ($15.00/1000): $15,000 New Growth Addition to Levy Limit= $15,000 
	Below we highlight where the addition of new growth occurs in the calculation of the levy limit: 
	Taking the previous year's levy limit and increasing it by 2.5%: 
	A. FY2007 Levy Limit $1,000,000 
	B. (A)x2.5% + $25,000 
	Adding to the levy limit amounts of certified new growth added to the community's property tax base: 
	C. FY2008 New Growth + $15,000 
	Adding to the levy limit amounts authorized by override votes: 
	D. FY2008 Override + $100,000 
	E. FY2008 Subtotal (A+B+C+D) = $1, 140,000 
	Comparing the FY2008 levy limit to the FY2008 levy ceiling and ap­plying the lesser number{compare E and F): 
	F. FY2008 Levy Celling $2,500,000 
	$1,140,000 Appllcable FY2008 Levy Limit (Lesser of E and F) 
	New growth becomes part of the levy limit base, and thus increases at the rate of 2.5 percent each year as the levy limit increases. Reporting of new growth provides a community with an opportunity to increase its levy limit, which can provide for added budget flexibility in the future. Boards of Assessors are required to report new growth each year as a part of setting the tax rate. 
	What is an Override? Proposition 2Y, allows a community to assess taxes in excess of the automatic annual 2.5 percent increase and any increase due to new growth by passing an override. A community may take this action as long as it is below its levy ceiling, or 2.5 percent of full and fair cash value. An override cannot increase a community's levy limit above the level of the community's levy ceiling. 
	When an override is passed, the levy limit for the year is calculated by including the amount of the override. The 
	override results in a permanent increase in the levy limit of a community, which as part of the levy limit base, in­
	creases at the rate of 2.5 percent each year. 
	A majority vote of a community's selectmen, or town or city council (with the mayor's approval if required by law) 
	allows an override question to be placed on the ballot. Override questions must be presented in dollar terms and 
	must specify the purpose of the override. Overrides require a majority vote of approval by the electorate. 
	Below we highlight where the amount of an override is added in the calculation of the levy limit: 
	Taking the previous year's levy limit and increasing it by 2.5%: 
	A. FY2007 Levy Limit $1,000,000 
	8. (A) x 2.5% + $25,000 
	Adding to the levy limit amounts of certified new growth added to the community's property tax base: 
	C. FY2008 New Growth + $15,000 Adding to the levy limit amounts authorized by override votes: 
	D. FV2008 Override + $100,000 
	E. FV2008 Subtotal (A+B+C+D) = $1,140,000 
	Comparing the FY2008 levy limit to the FY2008 levy ceiling and ap­plying the lesser number (compare E and F): 
	F. FV2008 Levy Celling $2,500,000 
	$1,140,000 Applicable FY2008 Levy Limit (Lesser of E and F) 
	The community can levy up to its levy limit of $1,140,000 in FY2008. 
	What is a Debt Exclusion? What is a Capital Outlay Expenditure Exclusion? Proposition 2 Y, allows a community to raise funds for certain purposes above the amount of its levy limit or levy ceil­ing. A community can assess taxes in excess of its levy limit or levy ceiling for the payment of certain capital projects and for the payment of specified debt service costs. An exclusion for the purpose of raising funds for debt service costs is referred to as a debt exclusion, and an exclusion for the purpose of ra
	The additional amount for the payment of debt service is added to the levy limit or levy ceiling for the life of the debt only. The additional amount for the payment of the capital project cost is added to the levy limit or levy ceiling only for the year in which the project is being undertaken. Unlike overrides, exclusions do not become part of the base upon which the levy limit is calculated for future years. 
	Reimbursements such as state reimbursements lor school building construction are subtracted from the amount of the exclusion. 
	A capital outlay expenditure exclusion or debt exclusion is effective even in the rare case when the exclusion would bring the community's levy above its levy ceiling. 
	Both of these exclusions require a two-thirds vote of the community's selectmen, or town or city council (with the mayor's approval if required by law) in order to be presented to the voters. A majority vote of approval by the elec­torate is required tor both types of exclusion. 
	Questions presented to exclude a debt obligation must state the purpose or purposes for which the monies from 
	the debt issue will be used. Questions presented to exclude a capital outlay expenditure exclusion must state the 
	amounts and purposes of the expenditures. 
	Below we highlight how exclusions are added to the levy limit: 
	Taking the previous year's levy limit and increasing it by 2.5%: 
	A. FY2007 Levy Limit $ 1,000,000 
	B. (A) x 2.5"/o + $25,000 
	Adding to the levy limit amounts of certified new growth added to the community's property tax base: 
	C. FY2008 New Growth + $15,000 Adding to the levy limit amounts authorized by override votes: 
	D. FY2008 Override + $100,000 
	E. FY2008Subtotal(A+B+C+D) = $1,140,000 
	Comparing the FY2008 levy limit to the FY2008 levy ceiling and ap­plying the lesser number (compare E and F): 
	F. FV2008 Levy Ceiling $2,500,000 
	$1,140,000 Appflcable FV2008 Levy Limit (Lesser of E and F) 
	Calculating FY2008 levy limit with debt exclusion or capital outlay 
	Applicable FY2008 Levy Limit with Debt Exclusion or Capital Outlay Expenditure Exclusion 
	In FY2008, this community can levy up to $1,190,000, its applicable levy limit with this debt exclusion or capital outlay expenditure exclusion. 
	What is a Special Exclusion? For a few limited capital purposes, a community may assess taxes above the amount of its levy limit or levy ceiling without voter approval. Otherwise, special debt and capital outlay expenditure exclusions are like voter approved exclusions. The amount of the special exclusion is only added to the levy limit or ceiling for a temporary period of time, and does not become part of the base upon which the levy limit is calculated for future years. 
	One special debt exclusion allows a community to add water and sewer project debt service costs to its levy limit or levy ceiling for the life of the debt, as long as it reduces water and sewer rates by the same amount. The water and sewer debt exclusion is adopted by a majority vote of the community's selectmen, or town or city council (with the mayor's approval if required by law) and may include all or part of existing and subsequently authorized water and sewer debt or just the residential share of that
	Another special debt or capital outlay expenditure exclusion applies if a community has a program to assist home­owners to repair or replace faulty septic systems, remove underground fuel storage tanks or remove dangerous levels of lead paint in order to meet public health and safety code requirements. Under the program, the board of health and the homeowner agree that the board may contract with third parties to perform the work, and the home­owner will repay the community for all project costs. Homeowners
	What is an Underride? Proposition 2 Ya allows a community to reduce its levy limit by passing an underride. When an underride is passed, the levy limit for the year is calculated by subtracting the amount of the underride. The underride results in a permanent decrease in the levy limit of a community because it reduces the base upon which levy limits are cal­culated for future years. 
	A majority vote of a community's selectmen, or town or city council (with the mayor's approval if required by law) allows an underride question to be placed on the ballot. An underride question may also be placed on the ballot by the people using a local initiative procedure, if one is provided by law. Underride questions must state a dollar amount and require a majority vote of approval by the electorate. 
	Below we highlight where the amount of an underride is subtracted in the calculation of the levy limit: 
	Taking the previous year's levy limit and increasing it by 2.5%: 
	A. FY2007 Levy Limit $1,000,000 
	B. (A) x 2.5% + $25,000 
	Adding to the levy limit amounts of certified new growth added lo the community's property tax base: 
	C. FY2008 New Growth + $15,000 
	Subtracting from the levy limit amounts authorized by underride votes: 
	D. FV2008 Underrlde $40,000 
	E. FY2008 Subtotal (A+B+C-D) = $1,000,000 
	$1,000,000 Appllcable FY2008 Levy Limit 
	The community can levy up to its levy limit of $1,000,000 in FY2008. 
	Levy Increases Once a community's levy limit is established for a particular year, the community can determine what its levy will be. The community may set ils levy at any amount up lo the levy limit. (Or, if it has voted a debt exclusion or capital outlay expenditure exclusion, it may levy up to the levy limit plus the additional temporary capacity resulting from the exclusion.) 
	It is important to note that as long as a community levies no more than its levy limit, there is no restriction on the dol­lar increase or percentage increase in its levy from year to year. Proposition 2Y2 restricts increases in the levy limit, not the levy. A community is permitted to tax up to its levy limit, even if it must raise its levy by a large percentage over the previous year's levy. 
	For example, a community could decide to increase its levy between FY2007 and FY2008 because the people of the community feel that the town should respond to some unmet local needs. Below we highlight the community's FY2007 and FY2008 levy limits and levies: 
	FY2007 Levy Limit= $1,000,000 
	FY2007 Levy = $900,000 
	FY2008 Levy Limit = $1,025,000 
	FY2008 Levy = $1,025,000 
	Percentage Change In Levy Limit= 2.5% 
	Percentage Change In Levy= 13.8% 
	From FY2007 to FY2008, the community's levy limit only increases by the allowed 2.5 percent. (In this example assume the community has no new growth and has not voted an override.) The community's levy increases from the FY2007 amount of $900,000 up to its FY2008 levy limit of $1 ,025,000. This is a total dollar increase in the ac­tual levy of $125,000-and a percentage increase in the actual levy of 13.B percent. From FY2007 to FY2008, the actual levy increases by 13.8 percent while the levy limit only incr
	It is important to note that the 13.8 percent increase described here is allowable under the provisions of Proposi­tion 2Y,. As long as the levy limit only increases each year by the amount allowed under Proposition 2Y,, the actual levy can increase or decrease within the levy limit established each year, as decided by the community. The com­munity may increase its levy up to its new levy limit regardless of the percentage increase in the levy. This concept is illustrated in Figure 5. 
	-·------·-------------
	Year1 
	LEVY CEILING 
	-
	LEVY LIMIT 
	LEVY 
	LEVY CEILING 
	.. ------------·-----· 
	PREVIOUS YEAR'S LEVY 
	Year2 
	Figure 5 
	In Year 1, the community levies well below its levy limit. 
	In Year 2, the community's levy limit increases by the amount permitted under Proposition 2Y,. The community decides to levy all the way up to its new levy limit. The increase in the levy in Year 2 over Year 1 is indicated by the arrow. This increase is permissible under Proposition 2Y,. 
	Excess Levy Capacity As discussed in the previous section, a community may choose to set its levy at any amount below or equal to its levy limit. When a community sets its levy below the limit, the difference between the levy and the levy limit is commonly referred to as excess levy capacity. This is an additional amount the community could, but chose not to, levy. 
	Levy Limit -Levy = Excess Levy Capacity 
	The concept of excess levy capacity is not a part of the Proposition 2'/z law, as are the levy limit and levy ceiling. However, excess levy capacity is an important factor in municipal finance, and local officials should understand this concept. 
	There are two common misconceptions about excess levy capacity. The first misconception is that if a community has excess levy capacity in one year, then its ability to levy up to its levy limit in succeeding years is negatively af­fected. This misconception is based on the fact that Proposition 2'/z limits the amount a community can increase its property taxes from year to year. Many think this means that a community cannot raise its levy all the way up to the levy limit to use all its excess capacity in j
	This is not true. As we have already seen, Proposition 2 'lz limits increases from year to year in the levy limit, not the levy. Before the tax rate is set, the full amount of the levy limit is always available to the community, regardless of how much of the limit the community has chosen to levy in previous years. It is within the law under Proposition 2 '12 for a community to have excess levy capacity in one year and, in the following year, to levy right up to the full amount of its new levy limit. This i
	The second misconception about excess levy capacity is that a community is able to go back and "capture" excess levy capacity from a previous year. This is also not true. Once the community sets its tax rate for a given year, any revenues foregone because of excess levy capacity in that year are lost forever. This is only a one-time loss, how­ever. In the following year, the community may levy up to its new levy limit, regardless of its levy in the previous year. See the example below: 
	FY2007 Levy Limit = $1,000,000 
	FY2007 Levy= $900,000 
	FY2007 Excess Levy Capacity = $100,000 
	FY2008 Levy Limit = $1,025,000 
	FY2008 Levy = $1,025,000 
	FY2008 Excess Levy Capacity = $0 
	Increase In Levy Limit = $25,000 
	Increase In Levy = $125,000 
	In FY2007, the town levies only $900,000 of its levy limit of $1 ,000,000, foregoing $100,000 of tax revenue it could have collected. In FY2008, the town's levy limit increases by the automatic 2.5 percent allowed by Proposition 2Y,. or up by $25,000 to $1,025,000. The town decides to levy all the way up to its new levy limit, so ii has no excess capacity in FY2008. lls FY2008 levy is $125,000 higher than Its FY2007 levy. The town cannot also levy an addi­tional amount to capture the $100,000 foregone in FY
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	Figure6 
	In Year 1, the community levies below its levy limit and as a result has excess levy capacity, represented by the area indicated. 
	In Year 2, the community may levy all lhe way up lo ii& new levy limit. By levying up over its "old" levy limit (that is, its levy limit in Year 1 ), the commun ty "uses" 1he excess capacity accrued In Year 1, shown by the area indlcaled. The community may increase its levy up to lhe new levy limit regeldtess or 1he percenlage Increase in the levy that is required lo do so. 
	However. in Year 2 the community may not go back and recover the actual dollars of excess levy capacity foregone in Year 1 (the area 
	indicated in the Year 1 diagram). That tax revenue is lost forever. It is only a one-time toss since the community can tax up to or above 
	that level in Year 2. 
	Resources For information on levy limits, levy ceilings, new grow1h and ballot questions (overrides, debt exclusions and capi­tal outlay expenditure exclusions), contact DOR's Division of Local Se.vices at: 
	• the DLS website at 


