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Bureau of Local Assessment Certification Standards

INTRODUCTION

These materials have been prepared by the Bureau of Local Assessment (BLA) to
assist assessors plan and carry out the reassessment program necessary to achieve
full and fair cash value in accordance with the requirements of Massachusetts General
Laws, Chapter 40 8 56 and Chapter 58 881,1A and 3. The Certification Standards (The
Guidelines for Development of a Minimum Reassessment Program) specifies technical,
procedural, administrative practices and assessing expectations.

An assessment is the value placed upon all real and personal property for the purpose
of local property taxation. An analysis of market conditions along with the assessment
level and uniformity must be performed annually as of January 1 whether for the
triennial certification or for an interim year adjustment.

The triennial certification review is conducted by BLA staff to ensure the proposed
values were derived utilizing a methodology based on generally accepted mass
appraisal practices, are supported with current market evidence and are uniformly and
equitably applied to all property. The data quality, all cost and depreciation tables, and
land schedules will be reviewed for all real property. In addition income producing
property will be reviewed for income and expense analysis, development of the
economic rent schedules, capitalization rates and correlation of the values derived from
two appraisal approaches. Personal property accounts will be reviewed for appropriate
listing and valuation of assets along with the cost and depreciation schedules.

The statistics must conform to the Commissioner’s minimum standards for certification
as addressed in these Guidelines and will be used for the purpose of measuring the
level and uniformity of assessments before and after the revaluation. Conforming
statistics are not solely determinative that the proposed valuations are appropriately
derived or applied.

Statistical medians and CODs alone are not to be considered market evidence.

Assessors may be requested to provide additional documentation, to supplement the
standardized reports, during the certification review as questions arise.

Questions pertaining to these Guidelines or program development may be addressed to
the Bureau:

Boston (617) 626-2300

Worcester (508) 792-7300

Springfield  (413) 452-3800

Information is also available on the DOR web site at www.mass.gov/dls

Massachusetts Department of Revenue 1 Division of Local Services
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PROPERTY ASSESSMENT CONTRACTS

Municipalities for various reasons may need to contract with an independent revaluation
contractor to perform revaluations or other property assessment services.

All requests for consulting services must conform to Massachusetts General Laws,
Chapter 30B, the Uniform Procurement Act. For additional information, please refer to
the “Practical Guide to Drafting Effective Invitations for Bids and Requests for Proposals
for Services and Supplies” (April 2005) issued by the Massachusetts Office of the
Inspector General.

www.mass.gov/ig/igch30b/htm

A contract by a municipality for revaluation or other assessing services should contain
the following topics: The agreement, scope of work to be completed, time and expected
delivery of the completed materials, compensation, general requirements pertaining to
performance bonds, time frame for submission of the proposals, rights reserved by the
municipality etc.

All contractual construction should be reviewed and discussed with town/city counsel.

TRIENNIAL CERTIFICATION PROCESS

The Bureau of Local Assessment certification process consists of, but is not limited to,
a data quality review, a statistical ratio studies review, and a valuation review to ensure
that proper appraisal methodology was utilized while uniformly and equitably applied to
all property.

A revaluation program should be based on the mass appraisal process utilizing the
components of an acceptable mass appraisal system. The mass appraisal system is
comprised of the following: data management, valuation, performance analysis,
administration and appeals.

After determining the scope of the reassessment program, the assessors must prepare
a plan for its accomplishment and submit it to the BLA, as explained in detail under the
Minimum Program Components section.

The valuation system should have the capability to maintain data, readily update the
values, and produce all reports necessary to meet the minimum standards for
certification.

Massachusetts Department of Revenue 2 Division of Local Services
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MINIMUM PROGRAM COMPONENTS

Workplan

BLA will require a workplan be submitted by the municipality prior to the start of the
triennial revaluation. A carefully prepared and written plan is a tool by which the
assessors can define the specific tasks required, manage their human and financial
resources and monitor the progress of the program, thereby ensuring the timely and
satisfactory implementation of the new valuations.

When developing a plan, the assessors must evaluate the capability, relevance, and
cost effectiveness of the current assessment system, appropriate adequate funds to
implement the program, and establish a realistic timetable allowing for the Bureau of
Local Assessment’s review and the public’s notification of the proposed values.

The workplan should address the valuation methods being utilized for each class of
property, whether in-house and/or professional assistances is required to complete the
project and the specific responsibilities of each participant.

The plan should also include a work schedule with projected date of completion and the
timeframe for obtaining adequate funding to complete the task. It is recommended that
funding be appropriated two years in advance of the certification year.

See Appendix, page Al for Bulletin 2006-12B on “Realistic Planning for Certification
and Tax Rate Setting” (August 2006).

http://www.mass.gov/dor/docs/dIs/publ/bull/2006/2006-12b.pdf

Basic workplan information must be reported on the form “Revaluation Workplan” prior
to the start of the revaluation program (see Commonly Used Forms, page CF2). The
workplan may be submitted to the BLA field advisor or to the BLA at the following
address:
Bureau of Local Assessment
P.O. Box 9569
Boston, MA 02114-9569

If there are any prolonged certification delays or significant modifications to the plan, the
assessors shall submit a revised plan for review.

In addition, the BLA may request a copy of an appropriate valuation contract if
necessary.

Massachusetts Department of Revenue 3 Division of Local Services
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Data Collection Manual

A comprehensive data collection manual is essential to ensure that property data is
collected and recorded in a consistent manner. The data collection manual should
contain a set criteria used to identify building styles and story heights applied in the
community. Any subjective data such as quality of construction (grade), condition,
application of the depreciation and any applicable views should be clearly defined and
illustrated in the data collection manual. This manual must be retained in the assessors’
office and adhered to by all assessing and data collection personnel.

Data Collection

The collection and maintenance of current and accurate property inventory data is a
critical element in the development of uniform and equitable market values.

The assessor should accurately measure to the nearest foot all improvements and
prepare a complete outline sketch of the property noting all dimensions, story heights,
additions, porches, and other attributes which contribute to value on the property record
card (PRC) in accordance with the data collection manual.

The collection of property data can be the most costly part of the revaluation process.
Unless such data is regularly maintained, a community will inevitably face the
requirement of an expensive community-wide data recollection effort in order to provide
uniform assessments and meet certification requirements.

There are a number of factors that must be considered in determining when a property
inspection program meets certification requirements. These include, for example, the
guality of the original data collection, the conversion to a new valuation system that may
require different data components, the frequency of property renovation and remodeling
in the community (which is often related to the frequency of property sales), and the
presence of a systematic program to inspect all properties in addition to those that have
sold or for which building permits have been issued.

The BLA requires that a periodic data inspection program provide for the inspection of
each parcel at least once every nine years. An inspection of the property is expected
to be a full measure and listing of the interior and exterior. It is recommended that this
be an ongoing program to ensure that current accurate data be used in the valuation
process and to spread out the data collection cost.

The BLA may require, for example, an inspection program be completed prior to its
normal schedule if it is determined that the current data quality is insufficient or if the
assessors are unable to determine when properties were last inspected.

The assessors may choose to conduct a study at the onset of a revaluation of all real
property to determine the quality of their data or should the Bureau of Local Assessment
determine that a data quality study be conducted.

Refer to the Appendix, pages A2 — A3, for a guide in conducting a data quality study,
should one be necessary.

Massachusetts Department of Revenue 4 Division of Local Services
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Digital Imaging Technology

Assessors may wish to consider employing digital imaging technology programs to
supplement not replace the data collection activities in the field.

These programs allow assessors to perform computer assisted office review using
orthophotography and oblique images, etc.

Tax Maps

Every community requires adequate tax maps, which may include a geographic
information system (GIS) conforming to the MassGIS parcel mapping standard, which
can be found at www.mass.gov/mgis/Parstndrd Ver2 0.pdf, in order to ensure that
property assessments meet the standard of full and fair cash value.

Without tax maps, assessors may not have a readily accessible, complete parcel
inventory or detailed land area information, such as frontage and square foot area, for
each parcel. As a result, they may be unable to precisely analyze market influences on
the value of land, such as, size, shape and frontage, or develop a land valuation system
based on these accurate measures of market value. Moreover, without accurate land
information, existing appraisal systems cannot produce uniform assessments.

Assessors in communities that do not have adequate tax maps must include the
development and implementation of a tax-mapping program as the initial component of
their reassessment program.

Assessors in all communities must provide for the maintenance and updating of their tax
maps as a component of their reassessment program.

Parcel Classification

Assessors shall classify all property as of January 1 according to its use. Assessors
must refer to the Property Type Classification Codes booklet prepared by the BLA.

http://www.mass.qov/dor/docs/dIs/bla/classificationcodebook. pdf

Property Record Cards

Property record cards (PRCs) shall be completed for all parcels indicating the name and
mailing address of the property owner. PRCs should contain all information regarding
improvements and land required by the appraisal system to produce equitable
assessments along with the visit/inspection history, sale information and assessment
history. Additionally, the PRC should contain a sketch and photograph.

Prior Certification Directives

The Bureau of Local Assessment certification directives must be reviewed for
compliance when developing the revaluation program.

Massachusetts Department of Revenue 5 Division of Local Services
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APPROACHES TO VALUE

Assessors shall consider the market, cost and income approaches in the valuation of all
vacant and improved parcels using the computer assisted valuation system (CAMA) in
place in the community.

The assessors must develop a program to collect and analyze three categories of data;
general, specific and comparative to be used in all approaches to value. General data
consists of neighborhood characteristics, trends and factors which affect value. Specific
data consists of site, external influences and improvement information. Comparative
data consists of cost, sales, and income and expense information.

To understand the current market conditions, the assessor should collect all sales data
that has occurred in the community. Current asking prices, used as a guide in the
determination of value, should be investigated and reviewed.

The validity of any sales analysis is dependent on the use of the arms-length sales. An
arms-length, (market value) sale implies the consummation of a sale as of a specific
date, the passing of a title from seller to buyer whereby certain conditions are upheld:
the seller and buyer are typically motivated, well informed and acting in their own best
interest; the property has been exposed to the open market for a reasonable amount of
time; payment is made in terms of dollars; and the price represents the normal
consideration for the sold property unaffected by special financing or sales concessions.

All sold properties should be inspected which will enable the assessors to validate the
sale price, circumstances of the sale, verify existing property data and monitor property
changes.

To obtain sales data and circumstances relevant to the sales, the assessors should
send sales verification questionnaires to buyers and sellers to determine the type of
transaction, financing arrangements and any special circumstances of the sale. Local
real estate brokers and the Multiple Listing services are also valuable sources for such
information.

The assessors should obtain information necessary to determine the fair cash value of
property by requesting that owners and/or lessees of such property make a written
return in accordance with Massachusetts General Laws, Chapter 59 § 38D (applicable
to real property) and Chapter 59 8§ 38F (applicable to personal property). The returns
can be used to request sale information, income and expense data, property descriptive
information, cost, condition and age of personal property assets as well as annual
reports filed with regulatory agencies or any other information required by the assessors
to determine value.

Massachusetts Department of Revenue 6 Division of Local Services
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Sales Comparison Approach (market approach)

The sales comparison approach is an interpretation of comparable sales data to arrive
at an estimate of value for the subject property. Similarities and differences which affect
market value including financing terms, market conditions, location, and physical
characteristics of recently sold properties are analyzed and adjusted to estimate the
market value of the subject property. The sales comparison approach is based on the
principles of supply and demand (principle of change), contribution, and the principle of
substitution. Adjustments to market conditions are based on the principle of change.
Adjustments to individual items which affect value are based on the principle of
contribution. The principle of substitution assumes that a prudent person will pay no
more for a property than it would cost to purchase a comparable substitute property.

In developing the sales comparison approach the assessor should attempt to interpret
and measure the actions of parties involved in the marketplace, including buyers, sellers
and investors.

Cost Approach

Utilizing the cost approach, the value of a property can be estimated by totaling the land
value and the depreciated value of any improvements. This approach is most reliable
when used on newer structures and less reliable when applied to older properties. The
cost approach may be the most reliable approach in dealing with specialty use
properties.

The assessor shall value improvements in accordance with generally accepted mass
appraisal practices, cost service manuals with applicable updates and or use of local
building costs, where available. All data must be documented and presented for
certification.

In using the cost approach, base costs shall be determined as appropriate for each
improvement style or type. Current local modifiers and costs appearing in a generally
accepted cost calculator can be adjusted where necessary and documented by an
analysis of local construction costs and market sales data.

Accrued depreciation, including physical deterioration, functional and economic
obsolescence must be accurately documented by market evidence prior to deduction
from the replacement costs. Functional and economic obsolescence should be applied
in accordance with generally accepted appraisal practices. These adjustments should
be noted on the PRC, clearly defined and substantiation presented during certification.

In reference to commercial and industrial property, the CAMA system must utilize all
cost components necessary to value the various uses within the community. This
should include type and size of the structure(s), story height, paved areas, signage,
lighting, etc.

Massachusetts Department of Revenue 7 Division of Local Services
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Income Approach

The income approach is used primarily to value investment properties. Since this
approach is intended to model the expectations and/or behaviors of a typical investor it
is considered to be the most applicable valuation methodology for income producing
properties.

For certification purposes, a second independent approach to value must be developed
and applied to all properties bought and sold on investor’ expectations. The two
approaches to value should correlate within 15%.

In valuing income producing properties, the assessor must collect current community
specific information from owners, tenants, realtors, financial institutions and any other
sources for use in the valuation process. There are sample forms and cover letters
located at the DOR website at www.mass.gov/dls in the Local Assessment section
under General Information.

If sufficient data cannot be obtained locally then data should be obtained from alternate
sources of information such as regional information from similar neighboring
municipalities, the internet or national/regional services. This data must be sufficient to
develop verifiable schedules for all income producing property.

Data to be analyzed shall include rental information, vacancy rates, and expense
information.

The capitalization rate (cap rate) is the ratio between the net operating income and its
capital cost (original price paid to buy the property) or current market value.

Proper cap rate development should represent market conditions such as financing
terms, discount rates, recapture rates, yield requirements and local debt coverage ratios
for the various uses within the community.

All data and analyses used in the determination of value should be documented and
presented for certification.

STATISTICAL ANALYSES

Once the arms-length sales have been identified and verified, the assessors should
undertake a statistical analysis to determine both the level and uniformity of existing
assessments and to identify the source(s) of any existing inequities.

The total number of arms-length sales used in the analysis of any residential class
should be at least 2% of all parcels in that use class. If the total number of sales is less
than 2% or if 2% is less than 10 sales, twenty-four months of sales for that class must
be analyzed and submitted to the BLA for review, time-adjusted as needed. If a time-
adjustment is performed an analysis must be presented for certification. The analysis of
the various classes of property must use sales from the same time period when

Massachusetts Department of Revenue 8 Division of Local Services
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obtaining the required number of sales. See pages A4 — A9 in the Appendix for Time
Trend Analysis information.

All commercial and industrial sales should be similarly analyzed and submitted.

The effective date of the analysis is the January 1% prior to the fiscal year. For example,
the assessment date for FY2013 is January 1, 2012, and the sales to be analyzed are
those occurring in calendar year 2011 (January 1, 2011 through December 31, 2011).

Since the object of the valuation program is to estimate fair market value as of January
1% of a particular year, the ratio study used to evaluate that program should reflect
market conditions as of that same January first. In the event that two years of sales are
needed, the addition of the sales from the previous calendar year can also be used or
assessors may supplement their calendar year analysis with sales that occurred, 6
months previous and 6 months after the calendar year. It should be noted that the
calendar year sales along with any supplemental sales must meet all statistical
requirements and that the same time period be used for all classes requiring additional
sales.

The community-wide median assessment/sales ratio (ASR) and coefficient of dispersion
(COD) about the median must be calculated first for the residential class of properties
having the largest number of parcels. Then the ASR and COD for all other property
classes should be calculated.

For certification purposes, the following chart describes the range in which the median
ASR must fall and the maximum COD for all classes of property.

TYPE CLASS CODE | MEDIAN ASR | MAX COD
Single Family 101 90-110% 10.0%
Condominiums 102 90-110% 10.0%
Two Family 104 90-110% 12.0%
Three Family 105 90-110% 12.0%
Multiple Dwellings 109 90-110% 15.0%
Apartments 111-112 90-110% 15.0%
Vacant Land 130-132 90-110% 20.0%
Commercial 300’s 90-110% 20.0%
Industrial 400'’s 90-110% 20.0%
Mixed Use 013-031 90-110% 20.0%

The difference in the median ASR of the residential class with the largest number of
parcels and the median ASR of any other class should be 5% or less, but may not go
below 90% or above 110%.

Massachusetts Department of Revenue 9 Division of Local Services
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If a sufficient number of sales exist for any property class, the assessors should stratify
the sales into subgroups, for example, date quartile (irregular quartile statistics may
indicate a time adjustment is necessary), neighborhood (e.g. location), sales price
guartile, style, grade, age, etc. The median ASR and COD must be computed for each
group. The median ASR of the subgroups may not go below 90% or above 110% and
must be within 5% of the property class median. The COD should be no higher than
that indicated for the appropriate class in the preceding chart. These group statistics, if
outside the parameters when compared with the overall median ASR and COD for each
class of property, may indicate assessment inequities.

When market value indicators, other than vacant land sales, are used for the
development of land values (i.e., residual or abstraction analyses), the median residual
ratio may not go below 90% or above 110% and must be within 5% of the overall
residual median for that class. The COD must be no higher than 20%. The analysis
should also be done by neighborhood and lot size. The difference between the median
ASRs of the neighborhood, lot size and zoning (if applicable) should be within 5% of the
median of the group as a whole.

During the analysis, the median of the vacant land sales and that of the residuals should
be noted and reconciled. Any disparity between the two may indicate inequity in the
land value and merits further review by the assessors.

Individual vacant land ASRs should correlate with the neighborhood indicated land
value derived from the residual analysis.

For each condominium complex having 5 or more sales, the median ASR should be
within 5% of that of the condominium class as a whole and the COD no higher than
10%.

For each property use class having 40 or more sales in the analysis period, the median
ASR for each price guartile should be computed. Arraying the selling prices from low to
high, and dividing them into four groups having approximately equal numbers of sold
properties establishes the price quartiles. The median for each price guartile should fall
within a range of 5% of the median for the entire class.

The date quarters are established by arraying sale dates from the beginning to the end
of the year and dividing them into four three-month groups. If two years of sales were
used, divide them into four six-month groups.

For each class of property having at least 20 but less than 40 sales, array the sales as
directed for price analysis. However, analyze them in two rather than four groups.

The LA3 Sales Report must be signed and submitted through the Division of Local
Services interactive internet program, Gateway. Reference should also be made to the
BLA publication “Property Type Classification Codes, Non-arms Length Codes and

Massachusetts Department of Revenue 10 Division of Local Services
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Sales Report Spreadsheet Specifications” for information on sale coding and the
spreadsheet report format.

http://www.mass.qov/dor/docs/dIs/bla/classificationcodebook. pdf

VALUATION NARRATIVE

A Valuation Narrative, outlining the revaluation process, is required to be submitted by
the assessor or revaluation contractor.

The narrative will include the methodology development, explanations of unique
appraisal issues occurring within the community and the appraisal assumptions made to
address these issues.

There should be a discussion of the sources, quality and quantity of available data.
Additionally, the process of developing this data into the basic valuation components
such as land schedules, cost tables or rent/expense/vacancy schedules should be
included.

It is especially important to elaborate on the difficulties faced when local market data is
scarce or source data required interpolation to form the final tables or schedules. In
these instances it is necessary to document the reliance on alternate data such as
sales (data from recent years time trended if necessary) or rental information
(economic rental data certified in the current year) from a comparable neighboring
community. Additionally, it is necessary to explain in detail how this data relates
specifically to your community and how it supports the final result. It is not acceptable
to merely report values being applied in other communities as market support.

In all instances acceptable statistical and appraisal practices should be followed. The
valuation narrative should be in sufficient detail to explain the revaluation process for
the community.

FIELD REVIEW

There are two types of field review to be undertaken by the assessors as noted below.
The first to be discussed is a review of the valuations and the second is a field review of
data.

Valuation Field Review

Regardless of the methodology applied to value property, the assessors must perform a
field review of the proposed values once finalized for certification. This field review
should be a representative sample of property to ensure valuation consistency and
uniformity. BLA highly recommends that this sample be a minimum of 50% of all
property, however, under no circumstances should it be less than 25%.

Massachusetts Department of Revenue 11 Division of Local Services
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Data Quality Field Review

The BLA requires that a full field review of all real property data be performed
immediately upon implementation of a new valuation system and/or data conversion
program. The field review is required regardless of whether the current property data is
being retained or a new data collection program is being undertaken.

The full field review is required to ensure data components necessary for valuation in
the new appraisal system have converted properly.

Upon completion of an upgrade to the existing appraisal system, the assessors are
required to perform a field review of a sufficient number, not less than 50% of all
property, to ensure data was not lost or corrupted during the upgrading process.

Assessors must keep comprehensive records documenting the review along with its
results. If systemic errors are identified, it is expected that appropriate corrective
measures will be undertaken to ensure accurate data. Therefore, the field review of
data, whether full or partial, must be completed early in the valuation process to allow
for these corrections to be made.

BLA may require a full field review of data if it is determined through a data quality study
there are sufficient systemic errors that necessitate correction.

LAND VALUATION

Neighborhoods for appraisal purposes must be delineated and analyzed by the prime
lot indicated land value. Any unique combination of factors applied to the prime lot is to
be considered a neighborhood unto itself and should be analyzed as such.

A map depicting neighborhood delineations must be submitted at the start of the
certification review. The map must clearly define all residential, commercial and
industrial neighborhoods. The map shall be of adequate size employing distinct colors
to enable the reader to identify the appraisal neighborhoods.

It is also acceptable to present two separate maps one reflecting the residential
neighborhoods and the other the commercial and industrial neighborhoods.

If there are insufficient vacant land sales to produce a meaningful land analysis, an
analysis using the abstraction method should be conducted. When estimating land
values by the abstraction method, the following contributory values must be considered:
primary improvement (dwelling), accessory improvements (garage, pools, etc.), and site
improvements (water and sewer).

Massachusetts Department of Revenue 12 Division of Local Services
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All land factors and/or value adjustments must be supported by market evidence within
the neighborhood in which they are being applied. One sale is not considered
support for multiple adjustments without a matched pair analysis. Please see the
Appendix page Al13, for matched pair examples.

When analyzing sales to determine rear/excess acre values, the indicated prime lot
value as demonstrated by the residual analysis and not the schedule value should be
used. The excess acreage of any parcel must be of sufficient size to render a
meaningful analysis. If the land schedule calls for a rear acre value adjustment by
neighborhood, there must be market evidence to support this adjustment.

Additional land segmentation such as secondary lots, front foot and unbuildable land
must use the above procedures and be supported by market data.

Land schedule must be supplied in Excel format.

Land schedules for income producing properties (such as apartments, mixed use,
commercial and industrial) should be supported with market evidence and model the
expectations of typical investors.

The apartment land schedule, if a price per unit is utilized, must be supported with
income residuals and should reflect neighborhood differences and/or the quality and
desirability of the complex.

Mixed use land schedules should consider the primary use of the property in
determining the appropriate land schedule.

Assessors must determine commercial and industrial land segments (e.g., prime site,
secondary site, expansion, buffer and/or excess land) through set criteria. An
explanation of the values and methodology should be provided in the valuation
narrative.

Commercial and industrial land schedules should properly reflect the primary site as
determined by land to building ratios considering local zoning requirements and
property use which are defined and uniformly applied.

Please refer to the Commonly Used Forms section on page CF1 for the land schedule
format and the Appendix, pages A10 — Al12, for valuation examples.

MULTIPLE REGRESSION ANALYSIS

To determine whether a certain Multiple Regression Analysis (MRA) model is the best
predictor of a given group of sales, appropriate statistics and program outputs must be
achieved in the modeling process. The following statistical standards should be
represented in the overall model.

Massachusetts Department of Revenue 13 Division of Local Services
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The Coefficient of Determination (R?) equals the percentage of the variation in sales
prices explained by the MRA model. An R2 percentage equal to or above 90% is
desirable.

Standard Error of the Estimate (SEE) provides an estimate of the variation (the
amount of deviation between actual and estimated sale prices) that is likely to be
observed when making estimates of value using a specific model. The SEE must be a
positive number. A low number is a better indicator of predictability.

Coefficient of Variation (COV) is the SEE expressed as a percentage. This statistic
describes the standard of deviation of the regression as a percentage of the mean sales
price. The COV is expected to be equal to or below 12%.

Average Percentage Error is the average absolute difference between the actual and
the predicted sales price. A low number is a better indicator of predictability.

PERSONAL PROPERTY

Personal Property market value can be defined as the price that dealers in the assets
would accept and purchasers are willing to pay when the assets are bought and sold in
the normal course of business.

Personal property should be valued annually in accordance with an acceptable
appraisal methodology.

An annual review of personal property accounts should be undertaken to ensure
accurate valuation. This review should include identifying the owners of personal
property located in the community as of January 1 to determine taxable status,
information on the taxable assets and the valuation of those assets.

Annual discovery of accounts should take place through a review of building permits,
business permits issued by the town clerk, a review of the business directory and/or
other newspaper and internet sources and by field review.

The assessors' record for each personal property account should include the owner's
legal name, business name, tax billing address, business location in the community,
asset listing and value. The asset listing should identify specific items and include for
each item the age, count, replacement cost new, the depreciation percent and the
replacement cost new less depreciation (RCNLD) value. After itemization, the taxable
value of each category of personal property should then be totaled (e.qg., fixtures,
furniture, machinery, inventory, etc.).

Verifying or completing a listing of the individual items of taxable personal property for
each account should be based on on-site inspections or review of Forms of List. Each
account must be inspected at least once every 9 years and review of Forms of List

Massachusetts Department of Revenue 14 Division of Local Services
(Rev. 3/2012)



Bureau of Local Assessment Certification Standards

should be performed annually. In the absence of either a current on-site inspection or
Form of List the account assets should be estimated based on similar accounts or
business models to account for any possible acquisitions or dispositions.

Valuation of the taxable property must be performed in accordance with an appropriate
and uniformly applied appraisal methodology. All cost and depreciation tables need to
reflect the current valuation date and be applied to each account in a consistent
manner. Taxable items should be valued and depreciated through the tables and
schedules established.

Non-taxable accounts must be set up in the appraisal system and contain the owner’s
legal name, business name, tax billing address, business location in the community,
asset listing, value and the reason the account is not taxable.

Accounts that are not taxable due to falling below a small personal property exemption
adopted by the community must be reviewed annually for compliance.

Second Home Personal Property

Second home personal property may be valued by on-site inspections or Forms of List,
as is business personal property, unless the allocation method is used.

The use of the allocation method requires an analysis of residential second home
personal property which must be conducted every 6 years. This review must consist of
inspecting or reviewing the Forms of List of a minimum of 2% of all second home
accounts but under no circumstances should it be less than 10 accounts.

The allocation % must be derived from the study and applied consistently to all second
home RCNLD.

UTILITY ACCOUNT VALUATION

The Electric Utility Restructuring Act, Chapter 164 of the Acts of 1997, separated the
generation of electricity from its transmission and distribution. Independent, non-utility
producers in a deregulated environment now generating electricity and the plants’
valuation must reflect market value. For information of the valuation of generating
plants see IGR 98-403. http://www.mass.gov/dor/docs/dIs/publ/igr/1998/98-403.pdf

Transmission and distribution of electricity are still performed by regulated local electric
utilities. Class 504 (locally assessed utility) values not based on the reported net book
value require the submission of appraisal documentation for support. Please see the
Appendix pages Al4 — A15, Utility Property, for information on determining value. The
Locally Assessed Utility Cover Letter can be found on Page CF3 of the Commonly Used
Forms section.
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Class 508 (wireless communication companies) require the submission of valuation
methodology and schedules.

STATE OWNED LAND VALUATION

The Commissioner of Revenue determines the fair cash value of certain tax-exempt
state owned land (SOL) for reimbursement. Criteria for reimbursement generally
depends upon three factors: taxable status at the time of state acquisition, land use,
and the particular state agency owning or “holding” the land (Massachusetts General
Laws, Chapter 58 8§ 13-17 (use next button for 88 14-17) and Massachusetts General
Laws, Chapter 59 8§ 5G). Land valuation does not include any improvements to the
properties (such as buildings) or personal property. All state owned lands are being
used for public purposes and as such are exempt from local taxation.

The Department of Capital Asset Management (DCAM) notifies the BLA of acquisitions,
deletions and agency transfers.

Upon receipt of an acquisition assessors will be notified and must supply the following
documentation:

property record card for last year taxed,

recorded deed or order of taking,

copy of commitment book entry for year prior to taking,
assessor’s map marked with the location of the site,
accepted street list from town clerk, and

dimensional and use regulation tables from zoning by-laws.

Land no longer being used for reimbursable SOL purposes will be deleted and
reimbursement will cease.

Should documentation be found, e.g. by the Bureau of Local Assessment or another
state agency, showing that land not previously reimbursed is eligible for reimbursement,
it will be added to the Cherry Sheet payment in Lieu of Taxes Program (PILOT).
Conversely, if it becomes evident that land was erroneously reimbursed in the past, it
will be removed from the PILOT Program.

The procedure for valuation of state owned land follows generally accepted practices for
the appraisal of vacant land to arrive at full and fair cash value estimates requires
standardized procedures in order to achieve consistency in valuation application
throughout the Commonwealth.

Land will be valued as vacant based on the requirements of local zoning laws of the
municipality or predominant land use in the absence of zoning laws. If the land is zoned
for governmental or institutional use (e.g. government buildings, schools etc.), the
surrounding land use should be considered characteristic and applicable to the state
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owned land. Building restrictions such as those on protected watersheds, reservoirs,
floodplains etc., should also be taken into consideration. Local zoning changes that are
made only to state owned land to enhance reimbursement will not be considered valid.
Assessors must notify BLA of any zoning changes affecting reimbursable state owned
land.

The land should be valued by site. For the purposes of SOL, a site is defined as land
held or controlled by a particular agency for a particular purpose, such as a state park or
a wildlife sanctuary. Sites generally have a name, are often made up of more than one
parcel and may overlap municipal bounds.

Site acreage should be analyzed and segmented into one or more of the following
categories:

Primary Front Lots — land on accepted municipal public ways and accepted state
highways (roadways) with direct and complete access is eligible for the front lot value
attribution. The roadway may be unpaved but must be maintained and passable year
round. These front lots must have frontage, depth and area that meet local zoning
requirements and be readily developable (i.e. not requiring any special permitting or site
preparation). Prime lot attribution will not be considered for land lying within a 100-foot
buffer zone of any wetland area. Irregularly shaped lots with minimal frontage,
sometimes called “pork chop lots,” will not be considered. Notwithstanding
Massachusetts General Laws, Chapter 40A 8§ 3, any zoning within a community that
prohibits building and any land that requires authorization under Massachusetts General
Laws, Chapter 91 for construction on both coastal and inland waterways will not be
eligible for prime lot attribution.

Rear/Excess Land — land that does not qualify for front lot attribution, has limited or no
access, but is potentially buildable. This category includes land on accepted municipal
public ways and accepted state highways (roadways) that meet the minimum local
zoning requirements, but are not readily developable due to minor topography issues or
other negative influences.

Undevelopable/Wet Land — land that is unbuildable due to physical conditions such as
wetness, extreme slope, governmental restrictions or land that is a water body (lake,
pond, marsh etc.). Due to an ATB decision, the water body portions of DCR Water
Supply Protection property (Massachusetts General Laws, Chapter 59, 8§ 5G) are not
eligible for reimbursement. (Town of Boylston v Commissioner of Revenue,
Metropolitan District Commission and Massachusetts Water Resources Authority, ATB
Docket No. F183626, F22902 (2000).

Rear/excess land and wet land determinations should be based upon U.S. Geodetic
Maps, local conservation commission maps, U.S. and state agency maps, holding
agency reports and visual observations, etc.
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The BLA reviews and certifies all communities’ real and personal property values on a
triennial basis to ensure that they are at full and fair market value. The resulting
certified land schedule is used as a starting point for SOL valuation. Since the process
occurs over a three-year period, equalizing or standardizing the values is necessary so
that all SOL values are at the same level at one point in time.

Assessors’ property record cards must show the proper use class codes for
reimbursable SOL, reflect the full and fair cash value as well as the reconciled
segmentation using the Bureau’s guidelines. While municipal land values may change
annually due to the real estate market, SOL values for reimbursement remain fixed until
the next SOL valuation every four years. SOL valuation, for reimbursement purposes,
will only change between SOL valuations when there are additions or deletions to the
SOL inventory (except watershed). Assessors performing interim year adjustments
should change the value of the SOL on the property record cards. The BLA SOL value
may also be shown on the property record cards if the assessors so choose.

Adjustments for size and absorption rate must be made using standard tables
developed and supplied by the Bureau. Specifically large acreage discounts must be
applied to sites larger than 100 acres and excess primary lot adjustments must be
applied to sites with road frontage allowing for 26 or more prime lots. For sites over 100
acres in a community that utilizes a land curve, the value at 100 acres using the curve
must be supplied to the Bureau before the standard land discount table is applied.

FARMLAND VALUATION

The Farmland Valuation Advisory Commission (FVAC) adopts the range of
recommended agricultural, horticultural and forest land use values for the various
categories of land classified under Massachusetts General Laws, Chapter 61 and 61A.
These value ranges are to be used in conjunction with the assessors’ appraisal
knowledge, judgment and experience as to agricultural, horticultural and forest land
values.

When a Board of Assessors determines local valuations for land classified as
agricultural, horticultural or forest land under these chapters, they must consider only
those indicia of value that such land has for agricultural, horticultural or forest uses. Any
income, sales or other appraisal information considered by the assessors is limited to
data specific to the crop or product being grown or produced.

If a Board of Assessors adopts values outside the range of values recommended by the
FVAC, the determination must be supported by a comprehensive study of local factors
influencing the agricultural, horticultural or forest use value, and include a detailed
description of the selected valuation models and resulting use value estimates. The
FVAC valuations must be considered in all local analyses.
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Any sales of farmland, income data or other appraisal information being considered by
the assessors should be limited to data specific to the crop or product being grown or
produced. Any indicia of use value derived from sales must come from comparable
sales of agricultural, horticultural or forest land to buyers who purchase the property to
continue its current agricultural, horticultural or forest use. Assessors should ensure
that sales used to support their valuations are comparable with respect to tillable land,
pasture, meadow, woodland, mountainside and marsh, etc. In addition, they should
identify and consider all other circumstances about the transactions that may have
influenced the prices paid for the land, e.g., sales during crop growing season, irrigation
and personal or business motivations of the parties.

When analyzing these sales, they should be grouped into crop or product categories
similar to those recognized by the FVAC. If the number of sales is inadequate, regional
data from comparable communities should be considered.

Rental income is a reliable means for deriving an estimate of market value using the
income capitalization approach. When income data is available, local farm rental rates
per acre for various land classifications should be used. Care should be taken to
ensure that only the productivity of the land is evaluated and not the other income
sources such as retail sales. The rental income method requires fewer assumptions,
less dependence on management performance, and rental patterns are relatively
consistent within the farming community.

PUBLIC DISCLOSURE

It is important to build and maintain public trust and confidence in the assessment
administration system. This can be accomplished by keeping taxpayers informed of the
legal requirements regarding assessments and of the assessors' responsibilities and
actions in complying with those requirements. An informed taxpayer can alert the
assessor to any inadvertent data inaccuracies preventing unnecessary abatement
applications and undue burden on the overlay account.

All communities are required to undertake a public disclosure program of all real and
personal property valuations prior to receiving final certification. The program must be
undertaken for a minimum of five (5) business days after the Bureau's issuance of
preliminary certification. However, the Bureau strongly recommends undertaking
public disclosure for a minimum of ten (10) business days to accommodate as many
taxpayers as possible.

The assessors must provide the notice of a general reassessment program to all
taxpayers by a comprehensive public information release in a newspaper of general
circulation in the community. The public disclosure period can begin only after the
newspaper notice has been published.
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The public disclosure notice must address the basis of the valuation changes, the
program'’s overall effect on assessments, and the manner and time period in which
taxpayers may review the proposed new assessments prior to tax billing. If the values
are posted on the internet it should be noted in the public notification along with the web
address.

It is expected that communities with a significant number of non-resident taxpayers will
send impact notices. It should be noted that communities sending impact notices are
still required to submit the public information release for publication in the newspaper.

The assessors must provide adequate opportunity, either during or after regular office
hours, for taxpayers to make telephone or office inquiries regarding the proposed new
values. Any changes to assessed values as a result of public disclosure should be
made prior to submission of the LA10 and not through the abatement process.

If the assessors conducted a full revaluation program, which includes a full recollection
of all property data and the development of a new valuation system, they are required
to send impact notices to all taxpayers and must hold informal hearings. The impact
notice must contain all pertinent legal information along with the previous and proposed
values.

INTERIM YEAR ADJUSTMENTS

Performance analyses should be calculated to determine assessment levels and
uniformity within the assessing jurisdiction. If there has been a change in market
conditions which warrant property valuation adjustments, property values must be
adjusted in a fair and equitable manner to reflect full and fair cash value as of
January 1 in accordance with Massachusetts General Law, Chapter 59 § 2A.

Assessors must annually adjust valuations to reflect changes in the tax base due to new
construction, alterations, or demolitions. In years between triennial certification, the
assessors may undertake and complete a valuation adjustment program without the
prior review or approval of the Bureau of Local Assessment. This is called an interim
year adjustment. A plan, which includes analyses and application of appropriate
appraisal methods, must be used to develop any valuation adjustments. After
completion of the program, the community’s assessments should be equitable and
consistent within and between all property classes, as evidenced by conformity with
accepted mass appraisal measures of assessment level and uniformity.

Documentation to support valuation changes must be prepared and retained by the
assessors for a period of five (5) years or in accordance with the records retention
schedule as determine by the Secretary of State (whichever is longer). This
documentation should include a complete market analysis, sales ratio studies, income,
expense and capitalization rate analyses and any data which supports the valuation
changes being made.
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All assessors must submit their sales report (LA3) of all real property to the Bureau of
Local Assessment for analysis whether or not an adjustment was necessary. The sales
report should be compiled according to the LA3 submission guidelines and submitted
via Gateway, the Division of Local Services’ internet program. The statistical results of
the sales are automatically calculated on the form “Interim Year Adjustment Report”
(LA15).

Valuations must conform to the assessment level and uniformity outlined in the
Statistical Analyses section of these guidelines. It must be received with the Form LA4
“Assessment/Classification Report.”

The completed form will be sufficient, although more detailed information may be
requested. Copies of these forms are located on Pages CF4 & CF5 of the Commonly
Used Forms section.
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Massachusetts Department of Revenue Division of Local Services
Alan LeBovidge, Commissioner Gerard D. Perry, Deputy Commissioner

Bulletin

2006-12B
TO Assessors, Collectors, Treasurers, Accountants, Auditors, Mayors and Selectmen
FROM Gerard D. Perry, Deputy Commissioner

DATE August 2006

SUBJECT: Realistic Planning for Recertification and Tax Rate Setting

This Bulletin sets target dates for the submission of accurate and complete key data to the Division
of Local Services (DLS) for timely triennial certification and tax rate setting. While DLS will make every
effort to accommodate communities, we cannot guarantee that communities submitting data after these
dates will receive final certification or have the tax rate set in sufficient time for actual tax billing by
either September 30 or December 31. Actual tax bills cannot be mailed until the Bureau of Accounts
signs the Tax Rate Recap.

DLS recommends the use of preliminary tax bills, or for communities using a quarterly tax
payment system, a third quarter preliminary tax bill, to ensure adequate cash flow if target dates cannot be
met. Please consult DLS annual tax bill guidelines on qualifications and authorization procedures.
http://www.dls.state.ma.us/PUBL/lgrindex.htm.

These options allow communities to plan realistic timetables for recertification and tax rate setting.
If the Division can be of further assistance in this regard, please contact us. Also note that every
certification of property values requires the written approval of the Commissioner of Revenue or his
designee.

Semi-Annual Tax Billing Quarterly Tax Billing
Certification Target Dates Certification Target Dates
Preliminary Certification June 15 Preliminary Certification September 15
Public Disclosure July 15 Public Disclosure October 15
Final Certification August 5 Final Certification November 5
Tax Rate Target Dates Tax Rate Target Dates
Submit New Growth August 15 Submit New Growth November 15
Submit Tax Recap September 1 Submit Tax Recap December 1
Mail Tax Bills September 30 Mail Tax Bills December 31

he Division of Local Services is responsible for oversight of and assistance to cities and towns in achieving equitable properly taxation and efficient fiscal management. The Division
regularly publishes IGRs (Informational Guideline Releases detailing legal and administrative procedures) and the Bulletin (announcements and useful information) for local officials and
others interested in municipal finance.

Post Office Box 9569, Boston, MA 02114-9569, Tel: 617.626.2300; Fax: 617-626-2330 http:/www.dls.state.ma.us

Link to .pdf file: http://www.mass.gov/dor/docs/dIs/publ/bull/2006/2006-12b.pdf
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Data Quality Study Guide

Completion and documentation of an initial data quality study is essential to establish
that the quality of the existing data currently on file is acceptable.

Sampling Method and Sample Size

Selection of a random, representative sample of 2% to 5% of all properties is
necessary. The sample should consist of all classes of property from within each of the
neighborhoods of various styles and ages. The sampling process should be sufficient
to ensure that existing property data is accurate for each significant type of property.
Heterogeneous areas of the community may require a larger number in the sample
selected to ensure accuracy of the existing data.

After an inspection (including an interior inspection) of each property subject to review
has been completed, the assessors should correct any errors in the data. The values
should then be rerun using the schedules from the mass appraisal system currently in
place.

The original value is then compared with the value that would have been generated had
the data on the property been accurate (old versus new). If the average level of
discrepancy is in excess of 10% the assessor must evaluate whether there is sufficient
data integrity to produce certifiable values.

There are two principle methods for inspecting the properties in the study and recording
the results. The first is to use a new, blank property record card in the field and conduct
the data verification inspection similar to a full measure and list inspection of the
property for the first time. The second method is to use the existing property record
card in the field and mark where the differences are identified.

Assessors must keep copies of the data inspection records documenting the changes in
a separate file for review if requested by the BLA.

Properties should be coded as follows to track the severity of the data issue.

1) No discrepancies found

2) Discrepancies that would have been identified by a field review

3) Discrepancies that would only have been found by an exterior inspection
4) Discrepancies that would only have been found by an interior inspection

The mean and median of both value (dollar) and percentage differences should be
computed for the entire sample, as well as for each of the four categories listed above.
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The assessors should also stratify the sample by characteristics such as neighborhood,
style, age, date, price quatrtiles, etc.

Corrective Action (as necessary)

A median in excess of 10% in any category, class, or type of property may indicate a
need for prompt appropriate corrective action (full field review or complete measure and
list as deemed necessary).

A median below 10% in any category may be corrected through the cyclical
reinspection program.

Results of any data quality study performed must be reviewed with the BLA certification
advisor before certification planning proceeds.



Time Trend Analysis

Resale Analysis

Sale Price 2 - Sale Price 1

= Time Adjustment Factor for Entire Period

Sale Price 1

Time Adjustment Factor

= Time Adjustment Factor per Time Unit

Time Period

Example: A three bedroom Ranch sells twice during the year

Sale Date 1 : 1/16/02 Sale Price 1: $ 250,000
Sale Date 2 : 9/16/02 Sale Price 2 : $ 300,000

300,000 - 250,000 50,000
= = .20 or20%

250,000 250,000

Time Period between Sales = 8 Months
Time Adjustment Factor = .20/8 = .025 or 2.5 % Per Month
2.5% x 12 Months = Time Adjustment Factor of 30 % Per Year

Paired Sales Analysis

This technique is rooted in the Sales Comparison Approach to Value.
Similar properties sold at different times are adjusted to account for physical
differences, leaving any remaining difference attributed to time.



Example: The similar properties are two homes in the same neighborhood
built by the same developer.

Property 1 : Ranch3 Bedrooms 1 Bath $ 285,000 Sold 2/02
Property 2 : Ranch3 Bedrooms 2 Baths $ 330,000 Sold 12/02

Assume that appraisal models indicate that the 2nd bath is valued at $15,000. The older sale
is then adjusted to the more recent sale.
$ 285,000 Property 1 Sale Price (includes only 1 Bath)
+ $ 15,000 Value difference of 2nd Bath
$ 300,000 Adjusted Sale Price of Property 1

Apply Formula:

Property 2 Sale Price - Property 1 Adjusted Sale Price
Property 1 Adjusted Sale Price

330,000 - 300,000 30,000
= = .10 for 10 months

300,000 300,000

10
= .01 or 1% per month

10

Multiple Regression Analysis

If Time of Sale is one of the Independent Variables, its effects on Sales Prices can be
estimated to determine a Time Adjustment Factor.

Example:

If the Regression Analysis determines a Value, or Coefficient, for month of sale of
$5,250, and the Average Sale Price is $350,000, then the indicated rate of change is:

Time Value
= Indicated Rate of Change Per Month

Average Sale Price



$5,250

.015 or 1.5 % Per Month

$350,000

15% x 12

18 % Per Year

Sales Ratio Trend Analysis

Normally, Sales Ratios are computed by this formula: Ratio = Assessment / Sale
R=A/S

But comparing Ratios is not the same as comparing Sale Prices!

For Example:

Sale 1: AlS
Sale 2: AlS

250,000 / 200,000
250,000 / 300,000

1.2500
0.8333

* Note that the Assessment remains constant which is a critical assumption
in using this method.

Sale2 - Sale1l
= Time Adjustment Factor for Entire Period

Sale 1
300,000 - 200,000 100,000
= = .50 or 50%
200,000 200,000

But, using the Ratios in the same manner produces different results.

0.8333 -1.2500 - 4167
= = -.3333 or - 33%

1.2500 1.2500



Sale/Assessment Ratios (S/A)

Reciprocal Ratios, called Sale/Assessment Ratios, must be computed and used in the
formula in order to get the correct results. Computing the S / A Ratio for the example:

Sale 1: S/A 0.8000

200,000/ 250,000

Sale 2: S/A = 300,000/ 250,000 = 1.2000
When these Sale / Assessment Ratios are used, they produce the same Time

Adjustment Factor found by comparing Sale Prices.

1.200 - .8000 .4000
= = 50 or 50%
.8000 .8000
Since Ratios are Fractions,
Assessment Assessment
Ratio 2 - Ratio 1 = - Cannot be subtracted since
Sale 2 Sale 1 denominators are different
But, Sale 2 Sale 1
- Can be subtracted since the
Assessment Assessment denominators are exactly

the same.

Time Adjusting Sales to the Assessment Date

To apply the Time Adjustment Factor to the Sales Database, the following formula is
used:
TAS = S(1+rt)

Where,
"TAS" is the Time Adjustment Sale Price
"S" is the Unadjusted or Original Sale Price
"r" is the monthly (or quarterly) rate of change

"t" is the number or months (or quarters) from the sale date to the assessment
date



Example:

A $150,000 sale occurring 6 months before the assessment date would be adjusted as
follows, using the 2.5 % per month time adjustment factor from above:

TAS

$ 150,000 [ 1 + (.025)(6)]
$ 150,000 (1 + .15)

$ 150,000 ( 1.15)

$ 172,500

Time Adjusting Sales Using Sales Ratio Analysis

When using this method, the Assessment Date Median Ratio is used as the point of
reference - whether the sale occurs before or after this date.

Mdn S/A Ratio - Mdn S/A Ratio
Assmnt Date Qtr (or Monthly)
= Time Adj Factor for Entire Period

Quarterly (or Monthly) Median S/A Ratio

Consider the following Table of Median Sales/Assessment Ratios:

Sale Jan 1, 2003 S/A Trend Factor

Otr _ Year Price Assessment Ratio Per Quarter
1 2002 180,000 200,000 0.900 0.08325
2 2002 200,000 200,000 1.000 0.06666
3 2002 220,000 200,000 1.100 0.04545
4 2002 240,000 200,000 1.200 0.00000
1 2003 240,000 200,000 1.200 0.00000
2 2003 250,000 200,000 1.250 -0.02000

The Median S/A Ratio for the Assessment Date of 1/1/03 is the average of the 4th
Quarter of 2002 and the 1st Quarter of 2003 or 1.20.

Example: Time Adjustment Factor for the 1st Quarter of 2002:

1.20 - 0.90 0.30
= = .333/4 = .08325 Per Quarter

0.90 0.90



Time Adjustment Factor for the 2nd Quarter of 2003:

1.20 - 1.25
= -.04/2 = -.02 per Quarter

1.25

Multiple Time Adjustment Factors

Sometimes, a series of Time Adjustment Factors are needed to accurately reflect
Sale/Assessment Ratio Analysis results. These market trends can be seen on a graph
plotting time against S/A Ratios.

Assume a S/A Ratio Analysis reveals a 2% per month inflation for the first 6 months and
a 1% per month inflation for the next 6 months. A formula reflecting this trend would be:

TAS = S[1+(.02)(t1) + (.01)(t2)]
Where,

tl
t2

the number of months in the first time period
the number of months in the second time period

Example:

A sale of $400,000 occurs 9 months before the assessment date. It would be adjusted
as follows:

TAS = $400,000 [1 + (.02)(3) + (.01)(6)]
$400,000 [1 + .06 + .06]
$400,000 (1.12)

$448,000



Land Valuation

LAND ANALYSIS—ABSTRACTION METHOD
(LAND RESIDUAL ANALYSIS)

Sale Price (SP) minus RCNLD of Buildings equals Indicated Land Value (ILV)

SP — RCNLD = ILV

Indicated land value, not the land schedule value, should be analyzed to determine all
land segment values.

Land segments consist of:

Prime Lot = size per zoning or predominant lot size

Excess/Rear = size in excess of the zoning or predominant lot size

Secondary Lot, Front Feet or Front Acre = Criteria must be established by the
Assessor (zoning, predominant lot size or other)

Applicable zoning for all examples: 1 acre with 200 feet of road frontage
Example 1: Prime Lot Value Determination

Sale Price: $430,000
RCNLD: $230,000
Size/Shape: 1 acre with 200 feet of road frontage

SP — RCNLD = ILV Prime
SP ($430,000) — RCNLD ($230,000) = ILV ($200,000)

Example 2: Excess/Rear Land Value Determination

Sale Price: $460,000
RCNLD:  $240,000
Size/Shape: 3 acres with 200 feet of road frontage

SP — RCNLD = ILV - ILV Prime = ILV Excess
SP ($460,000) — RCNLD ($240,000) = $220,000 — ILV Prime ($200,000) = ILV Excess
($20,000)

ILV Excess / Number of Acres = Excess Land Value per Acre
ILV Excess ($20,000) / 2 acres = Excess Land Value per Acre ($10,000)



Example 3: Secondary Lot Determination (Front Feet and Front Acre calculation not
shown)

Sale Price: $570,000

RCNLD:  $250,000

Size/Shape: 4 acres with 400 feet of road frontage

Criteria: Each segment of 1 acre with 200 feet of road frontage above zoning
requirements

SP — RCNLD = ILV - ILV Prime — ILV Excess = Secondary Lot Value
SP ($570,000) — RCNLD ($250,000) = ILV ($320,000) — ILV Prime ($200,000) —
ILV Excess ($20,000) = Secondary Lot Value ($100,000)

ANTICIPATED USE METHOD
(DISCOUNTED CASH FLOW, SUBDIVISION DEVELOPMENT ANALYSIS)

The rationale to use this appraisal method is to estimate a price an investor would pay
to purchase land which has subdivision potential.

To apply the method properly, the assessor must be familiar with the development
process and perform analyses of all market conditions which affect the indicated land
value. The analyzed market data must come from the community in which the appraised
property is located. Any unsupported adjustments will destroy the credibility of the
approach.

The hypothetical lot subdivision of the appraised property must be physically possible,
legally permissible and economically feasible.

Projected Selling Price (PSP) of developed lots minus Total Development Costs, direct
and indirect (TDC) = Indicated Land Value (ILV)

PSP - TDC = ILV

Simplified Example:

Prime Lot Value (PLV) = $200,000 (PLV is determined utilizing sales comparison
approach to value)
Prime Lot Total (PLT) = 22 lots

PLV x PLT = PSP
(PLV) $200,000 x (PLT) 22 = (PSP) $4,400,000
Direct Cost (DC) + Indirect Cost (IC) + Profit (P) = Total Dev. Cost (TDC)
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(DC) $1,100,000 + (IC) $1,100,000 + (P) $1,100,000 = (TDC) $3,300,000

PSP - TDC = ILV
(PSP) $4,400,000 — (TDC) $3,300,000 = (ILV) $1,100,000

ILV /PLT = PLV
(ILV) $1,100,000 / (PLT) 22 = (PLV) $50,000



Matched Pair Analysis

Appraisal technique used to determine the contributory value of one particular attribute
of a property.

The appraiser analyzes two or more sales where the only difference is the value of the
attribute sought.

EXAMPLE 1 (Beach Front)

Sale 1 Sale 2
Beach Front Yes No
Lot size 10,000 sf 10,000 sf
Loc./Valuation Neighborhood Green Harbor Green Harbor
Style Colonial Colonial
Effective Age 10 10
Grade Good Good
Condition Average Average
Gross Living Area 2,000 2,000
Amenities deck deck
Sales Price $1,000,000 $750,00
Sales Date 01/05/2012 01/14/2012
TASP NA NA
Sale 1 price ($1,000,000) — Sale 2 Price ($750,000) =
Contributory value of the Beach Front ($250,000)
EXAMPLE 2 (Fireplace)
Sale 1 Sale 2
Lot Size 15,000 sf 15,000 sf
Neighborhood R1 R1
Style Cape Cape
Fireplace No Yes
Effective Age 12 12
Grade Average Average
Condition Average Average
Gross Living Area 1,600 sf 1,600 sf
Amenities Shed Shed
Sales Price $350,000 $356,500
Sales Date 09/02/2012 09/10/2012
TASP NA NA

Sale 2 price ($356,500) — Sale 1 price ($350,000) =
Contributory Value of the Fireplace ($6,500)
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Utility Property

Data Collection — Transmission and Distribution

As of the valuation date the assessors should collect the following data and information
for each utility account:

a) Information on the physical plant located in the community and subject to taxation.
This information may be obtained from the Form of List submitted by each utility
company.

b) Information on the dollars invested in the physical plant in the community. This
information may be obtained by requesting the utility company's historical (gross and
net book) costs.

c) System-wide financial and statistical data. This data may be obtained by requesting
a copy of the annual return filed by each utility company with the Accounting Division
of the Massachusetts Department of Telecommunications and Energy. In addition,
rate base information, such as the rate of return allowed on the book cost and the
return on common stock equity should be obtained.

Valuation
a) Cost
(1) Historical

(a) Net book
(b) Gross book less an approved rate of depreciation.

(2) Reproduction cost new less depreciation, provided proper allowances are made
for physical and functional depreciation and economic obsolescence.

(a) Trending, using a generally accepted manual or index
(b) Re-pricing.
b) Income

Income attributable to taxable personal property must be isolated from system-wide
income data.

c) Market

(a) Stock and debt approach
(b) Comparable sales approach.

Documentation

For certification purposes, the assessors must submit the appraisal documentation used
to arrive at an opinion of fair market value.



The appraisal documentation must include:

a) A complete inventory listing the proposed values for each category of inventory,
including the Form of List;

b) Depreciation estimates fully documented by type;
c) Relevant data supporting any opinion of value. This data must:

(1) Identify the existence of special circumstances that might indicate a fair market
value in excess of net book. Special circumstances enumerated by the Court that
might induce a buyer to pay more than net book and might indicate a fair market
value in excess of net book include:

(a) The return actually being earned by the utility may exceed or be expected to
exceed the rate of return approved by the regulatory agency in the allowed
rate.

(b) The prospective buyer's allowed return on its investment may exceed the
return available in the market for an investment having the same or greater
risk.

(c) The applicable rules of law or regulatory agency policies may be changed so
as to make the investment more attractive. For example, the regulatory
agency may allow an increase in the rate of return allowed the utility or may
abandon its existing carry-over rate base policy which provides that when a
utility company sells an asset to another regulated utility company, the buyer's
return is limited to the rate base value in the hands of the seller and not in any
higher purchase price that the buyer might have paid. The prospect of any
change must be a reasonable one.

(d) The potential for growth in a utility's business may warrant paying more than
the utility's net book cost of particular property.

(e) A non-utility buyer, not subject to the governmental restrictions on its earnings,
might purchase part of the property in the system.

(H A municipality may be considering forming a municipal utility and might
purchase the property.

(2) Show why, because of the special circumstances, a buyer would not be
influenced by the net book cost of the property and would reasonably be
expected to pay the value placed on the property by the assessors when by
investing the same dollars elsewhere the buyer could obtain a better return on its
investment.

d) The final total estimate of the full and fair cash value of the property.






Commonly Used
Forms






Form Land 1

Format for Land Schedule Submission

Submission is to be made in Excel Format

v

A

Square Foot Gradations

4¢— v o0 0O T ~o0o T -SKQ —® Z —Pp

Square Foot Gradations should be incremental have a range starting, at least, at 5,000sf and continue, at least,
up to the maxim square footage required for a primary lot within each neighborhood.

A. Gradation intervals should contain, at least, principle break points as applicable to the municipality.
These could be 1000sf, 2000sf, 2500sf or other intervals as applicable to the zoning or custom.

B. If the size of the prime lot varies by zoning and zoning can vary within a neighborhood then the
schedule should separate each neighborhood into the various allowable zones.
If a neighborhood has two separate zones then it should be broken down into two separate lines.
{For example: Neighborhood 3, Zone 10,000sf should be one line and Neighborhood 3,
Zone 20,000sf should be another line}
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Massachusetts Department of Revenue
Division of Local Services
Bureau of Local Assessment

REVALUATION WORKPLAN

Community Billing Submitted by: Position Date
Since last certification: Residential Mixed Use/C&I Personal Property
Current CAMA System
New valuation system
New Installation Completed FY FY FY
If yes, was full field review
done?
Date Full Field Review was
Completed:
Number of years: # Yrs: # Yrs:
Data Collection Cycle .
lon &Y Ending: FY End FY End FY
% inspections % Insp % Insp
complete to date: cmplted: cmplted:

504 - Local Utilities: NET BOOK If NO, appraiser/contractor*

Electric generation plant: If YES, agreement or appraiser/contractor*

Program Components

Residential
Contractor Name*

Mixed-Use/C&l

Inhse Inhse Contractor Name*

Personal Property
Contractor Name*

Inhse

Partial field review

Full Field Review

Data Collection

Formal Data Quality Study

Valuation

Val. Field Review

GIS?

New mapping program? Integrated with CAMA? Last updated:

Sales analysis

Impact Notices? Classes: Notification to 2nd home Owners Required?
Adequate Funds for Revaluation: Appropriation -
Work Schedule Dates**
Start date End date Additional Information:

Value generation

Value review

DOR review

Public disclosure

Tax rate set

Link to .pdf file: http://www.mass.gov/dor/docs/dIs/bla/pdfs/workplan.pdf

Link to .xls file: http://www.mass.gov/dor/docs/dls/bla/blaforms/revisedworkplan.xls
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http://www.mass.gov/dor/docs/dls/bla/pdfs/workplan.pdf
http://www.mass.gov/dor/docs/dls/bla/blaforms/revisedworkplan.xls

LOCALLY ASSESSED UTILITY COVER LETTER

Municipality

Bureau of Local Assessment
Division of Local Services
PO Box 9569

Boston, MA 02114-9569

The Board of Assessors has accepted the Utility Net Book Personal Property
Values as reported by the following companies:

& [ [ [ [ [P

Board of Assessors: Date

This form must be signed by the majority of the Board

Link to .pdf file: http://www.mass.gov/dor/docs/dls/bla/pdfs/locallyassessedutilitycoverletter.pdf
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Interim Year Adjustment Report
Bureau of Local Assessment - Department of Revenue
FY 20XX

CITY/TOWN/DISTRICT
Municipality

Sales Ratio Study for the Period through

Misc 103,

Property Class 101 102 109 104 105 111-112 130-132 300's

400's

Current Year # of Parcels

Sales Divided by Prior FY Assessed Valu

Total # Sales > $1000

# Arms-Length Sales

Prior Median ASR

COD

Sales Divided by Current FY Assessed Values

Total # Sales > $1000

# Arms-Length Sales

% AL Sales/ Parcels

Current Median ASR *

COD*

% Change of Median ASR's

* Statistical study results must conform to requirements as outlined in the "Certification Standards", page 8.

Commercial & Industrial

Have properties been adjusted ? [] Yes [] No

If adjusted, did you change: [] Capitalization rates [] Rent schedules [J Vacancy rates (] Land values

[J  Building costs recalibrated [] Depreciation tables [ Other adjustments (explain):

We, the undersigned, agree that in our judgment the valuation adjustments result in fair and equitable assessments both within and between all classes of property.
Sufficient documentation has been developed to support all valuation adjustments and will be retained for 5 years.

Submitted by Board of Assessors:

Date:
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MASSACHUSETTS DEPARTMENT OF REVENUE

DIVISION OF LOCAL SERVICES

ASSESSMENT/CLASSIFICATION REPORT FY2013

Yourtown

City/Town/District

as of January 1, 2012

PROPERTY
TYPE

00D
e g

o
2o

CLASS 1
Residential

101

102

Misc 103,109

104

105

111-125

130-32, 106

200-231

300-393

400-452

Ch 61 Land

Ch 61A Land

Ch61B Land

012-043

501

502

503

504,550-2

505

506

508

TOTALS

//////////////////_//////////////////

Open Space

CLASS 3
Commercial
Assessed Value | Assessed Value | Assessed Value Assessed Value

////////////////////////////////////////////////////////////////

////////////////////////////////%

//////////////////
]

////////////////////////////////////////////////////////////////
////////////////////////////////////////////////////////////////

CLASS 4
Industrial

CLASS 5
Personal Property
Assessed Value

_//////////////////////

Submitted by: Board of Assessors
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CERTIFICATION STATUS REPORT FORM

COMMUNITY: FY ASSESSORS NAME: BLA ADVISOR:
CONSULTANT COMPANY: SUPERVISOR NAME:

WAS DATA QUALITY STUDY CONDUCTED TO:

1. Residential Properties YES___NO__ % of Parcels (DONE BY) = DOR CONTRACTOR ASSESSOR
2. Comm & Ind. Properties YES___NO___ % of Parcels (DONE BY) = DOR CONTRACTOR ASSESSOR
3. Other (List) % of Parcels (DONE BY) = DOR CONTRACTOR ASSESSOR
IS THERE A CYCLICAL RE-INSPECTION PROGRAM PLACE: YES NO CONDUCTED BY:
If yes explain:
RESULT OF OUR DATA QUALITY STUDY: RESULTS OF REVIEW OF THEIR DATA QUALITY STUDY:

STATUS OF THE FOLLOWING INFORMATION IS:

Information Needed Date Acceptable
Received Yes No

=

PRELIMINARY SALES REPORT (Coding)

2. LAND: Residuals - Abstractions - Sales Spreadsheets Res

Cé&l

3. LAND SCHEDULE

b

NBHD MAP

5. FINAL ASR STUDIES BY - (WITH RESULTING STATS MEDIAN & COD)

state use code

style

selling price

neighborhoods

age groups

date

Sle|=[e|afo|=|e

CONDOMINIUM STUDIES - (WITH RESULTING STATS MEDIAN & COD)

a. overall by use

b. by complex

C.
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Information Needed

Date
Recieved

Acceptable
Yes No

. COPY OF COST AND DEPRECIATION TABLES

IF THE MARKET APPROACH IS USED, ANY AND ALL MODELING EFFORTS
AND FINAL MODEL INFORMATION AND STATISTICS.

. FINAL LAND REVIEW SPREADSHEET

NOTE: If only producing a sample of the total population, then area that have
been agreed upon to be reviewed should be listed below
Area =

. RESIDENTIAL REVIEW SPREADSHEET

NOTE: If only producing a sample of the total population, then area that have
been agreed upon to be reviewed should be listed below
Area =

CONDOMINIUM REVIEW SPREADSHEET
a. by complex b. by
c. by

. ECONOMIC RENT-EXPENSE-VACANCY-CAP RATE ANALYSIS

. ECONOMIC RENT-EXPENSE-VACANCY-CAP RATE SCHEDULES

10.

APARTMENT AND MIXED USE REVIEW SPREADSHEET

NOTE: If only producing a sample of the total population, then area that have
been agreed upon to be reviewed should be listed below

Area =

11.

COMMERCIAL AND INDUSTRIAL REVIEW SPREADSHEET

NOTE: If only producing a sample of the total population, then area that have
been agreed upon to be reviewed should be listed below

Area =

12.

PERSONAL PROPERTY REVIEW INFORMATION

13.

EXEMPT PROPERTY REVIEW INFORMATION

14.

UTILITIES VALUES SUBMISSION

15.

FINAL SALES REPORT AND COVER LETTER

16.

CHAPTER LANDS 61, 61A, 61B
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STATUS OF PRIOR CERTIFICATION DIRECTIVES

ASSESSORS:
Current or any change in board or staff

Special Issue Suggestion for
(or reason for visit) resolution / results

ADDITIONAL INFORMATION OR COMMENTS
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	The collection of property data can be the most costly part of the revaluation process.  Unless such data is regularly maintained, a community will inevitably face the requirement of an expensive community-wide data recollection effort in order to provide uniform assessments and meet certification requirements.
	The assessors may choose to conduct a study at the onset of a revaluation of all real property to determine the quality of their data or should the Bureau of Local Assessment determine that a data quality study be conducted.
	To determine whether a certain Multiple Regression Analysis (MRA) model is the best predictor of a given group of sales, appropriate statistics and program outputs must be achieved in the modeling process.  The following statistical standards should be represented in the overall model.
	Personal property should be valued annually in accordance with an acceptable appraisal methodology.  
	The Commissioner of Revenue determines the fair cash value of certain tax-exempt state owned land (SOL) for reimbursement.  Criteria for reimbursement generally depends upon three factors:  taxable status at the time of state acquisition, land use, and the particular state agency owning or “holding” the land (Massachusetts General Laws, Chapter 58 § 13-17 (use next button for §§ 14-17) and Massachusetts General Laws, Chapter 59 § 5G).  Land valuation does not include any improvements to the properties (such as buildings) or personal property.  All state owned lands are being used for public purposes and as such are exempt from local taxation. 
	The Farmland Valuation Advisory Commission (FVAC) adopts the range of recommended agricultural, horticultural and forest land use values for the various categories of land classified under Massachusetts General Laws, Chapter 61 and 61A.  These value ranges are to be used in conjunction with the assessors’ appraisal knowledge, judgment and experience as to agricultural, horticultural and forest land values.

	If the assessors conducted a full revaluation program, which includes a full recollection of all property data and the development of a new valuation system, they are required to send impact notices to all taxpayers and must hold informal hearings.  The impact notice must contain all pertinent legal information along with the previous and proposed values.    


