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Executive Summary

The Board of Assessors has studied the Open Space classification that can optionally be applied to undeveloped land.  At the request of the Board of Selectmen, we have also studied the Open Space Discount.  We reviewed the Open Space classification, the Town of Concord’s current assessing practices, and other options available to property owners wishing to reduce their property taxes on undeveloped land.  The Board of Assessors has determined that an Open Space classification would apply to a minimal number of properties and would not provide a tax advantage as great as is currently provided or currently available using existing options.

Chapter Land and Conservation Restrictions

Chapter Land

“Chapter Land” is the general term used for land that has been placed in Chapter 61 (Forestry), 61A (Agriculture/Horticulture), or 61B (Recreation).  Under these programs, land is valued at its current use rather than its fair market value.  The commercial property tax rate is applied to chapter land.

In general:

· Chapter 61 requires a minimum of 10 acres and a registered forest management plan.

· Chapter 61A requires a minimum of 5 acres and an annual income of at least $500 from agriculture or horticulture.

· Chapter 61B requires a minimum of 5 acres in an open and natural state.

Changing the use from the chapter land designation results in a penalty equal to the payment of full property taxes for the previous 5 years plus interest.

The town has a right of first refusal on chapter land that is for sale.

In Concord there are 113 parcels of chapter land – 14 Chapter 61 parcels, 59 Chapter 61A parcels and 40 Chapter 61B parcels.

Conservation Restriction

A conservation restriction may be donated to or purchased by the town (or a land trust) to limit the future development of the land.  There is no size requirement for land area.  The land remains privately owned.  The conservation restriction is recorded by a registered deed and the restrictions remain in place even if the property changes ownership.  
In Concord, there are approximately 85 parcels with a conservation restriction.

Current Assessing Practices

The assessed value of a property has 2 components – structure(s) and land.  The value of the structure is determined from the “replacement cost new less depreciation.”  This is fairly formulaic based on many factors including the size, condition, and quality.

The value of land is what makes a similar property have a different total value in different towns or within the same town.  For FY2010, The Town of Concord Board of Assessors values land at a rate of $400,000 for the first 80,000 square feet (1.84 acres).  Any land over 80,000 square feet is valued at the excess land rate of $60,000 per acre.  Based on location, market area adjustment (0.9 – 3.0 in FY2010) is applied to these land values.

The Assessors do not assume the potential number of developable lots that a property may contain.  This conservative approach generally results in a drastically lower assessed value of larger properties as compared to their market value to a developer, since the excess land is assessed at the excess rate rather than as developable lot(s).

Land under Chapter 61B receives a 75% discount, i.e.  it is valued at $15,000 per acre.  Other chapter land is valued at a very low per acre value based on the crop produced.  The per acre values are set by the state.

The assessors are continually evaluating their practices to ensure equitable assessments.  All valuation methodologies, while developed locally, must comply with Department of Revenue regulations.  Recent changes in Concord include removing zoning as a factor on the primary lot size, using a common land curve regardless of the zoning for the property, and examining individual properties that are off the expected land curve.  Changes under evaluation include consideration of wetlands valuation, removing market area adjustment factors from excess land valuation, reexamining the market areas, and consideration of new methodologies for valuing large parcels.

Open Space

From the Massachusetts’ Department of Revenue:

Class 2, open space, denotes property maintained in an open or natural condition and which contributes significantly to the benefit and enjoyment of the public under criteria established by the assessors.  It cannot include any other land held for the production of income or land under a permanent conservation restriction.  (M.G.L. Ch. 59, Sec. 2A)

A municipality can apply a discount of up to 25 percent to open space (property class 2).  The open space discount reduces taxes on property classified as open space and shifts those taxes onto all other residential properties, developed or not.  The purpose of the discount is to encourage preservation of a community's undeveloped, open space land.  
Selectmen may adopt an open space discount as part of the classification process.  The Selectmen's exemption decisions must be preceded by a public hearing (M.G.L. Ch. 40 Sec. 56).

The open space discount is appropriately applied to the buildable value of the land.  Therefore, a property must be assessed for the potential number of buildable lots that the land could support with the remaining land assessed at the excess land rate.  As stated in the previous section, a buildable lot, the first 80,000 square feet, is currently valued at $400,000 and the excess land rate is $60,000 per acre (before location adjustment).

Open Space Analysis

If an open space designation were to be used, the Assessors must establish written criteria.  In considering possible open space criteria, the Board determined that a minimum of 5 acres of open space would be necessary to receive this designation.  This size was chosen because it is in agreement with the current regulations for chapter land, which we considered to be a good guide for establishing requirements for land conservation.

Since almost all land over 80,000 square feet is currently assessed at the discounted excess land rate, only properties 5 acres or more with at least 1 undeveloped, buildable lot would benefit from the open space designation.  Concord currently values land over 80,000 square feet at the excess land rate of $60,000 per acre, therefore adopting a 25% discount to the land value of $400,000 is only appropriate for those parcels having multiple building lots.

The Board of Assessors reviewed all vacant residential properties (approximately 300) in the Town of Concord and found 8 properties with 5 acres or more and assessed with at least 1 buildable lot and not currently in chapter land or with a conservation restriction.  The Board also reviewed all developed residential properties and found 22 properties that are assessed for more than 1 buildable lot.  While the board does not try to determine the number of buildable lots a property may support, these properties historically contained more than one buildable lot and have retained that designation.  They may be in the group because:

· The property is a combination of 2 or more buildable lots.

· The property already contains more than 1 residential structure and the property contains the area and frontage to be more than 1 lot.

Of these 22 properties:

· 11 have less than 5 acres of excess land

· 7 are already in chapter land

· 1 has a conservation restriction

· 3 with more than 5 acres of land with a buildable lot over and above the primary lot and not in chapter land or with a conservation restriction

This leaves only 11 properties (8 undeveloped and 3 developed) that could benefit from the open space designation.  
Analysis shows that even if only 1 buildable lot were assigned to each 5 acres of the larger parcel and classified as open space, and had the maximum open space discount applied, total taxes would be greater than they are under the current assessing practices with a uniform tax rate.  See the Appendix for detailed calculations.  
A fair and proper implementation of the open space designation would require the Board of Assessors to determine the potential number of buildable lots that all properties in town could support and to then assess those properties at what would be a higher value than the current assessment.

Summary

The Board of Assessors has found that the town’s current assessing practices offer a more favorable property tax treatment for open space than the utilization of class 2, even with the maximum open space discount applied.  In addition, property owners have options that provide further property tax savings.  Most of these options also provide some benefit to the town.  Many property owners already take advantage of these options.  A simple open space discount allows the property owner to “change their mind” at any time without any penalty and does not appear to offer a methodology that would contribute significantly towards the goal of deterring development and preserving open space.

Appendix

A mathematical analysis comparing current assessing practices to an open space discount was performed to find out at what point an open space discount would result in a lower valuation than current assessing practices.

Let

E = the excess land rate

B = the buildable lot rate

e = current amount of excess land

b = number of buildable lots

e′ = new amount of excess land

The current property value is the number of acres of excess land times the excess land rate:

e × E
The property value with a maximum open space discount is the number of buildable lots times the buildable lot rate plus the new amount of excess land time the excess land rate:

((b × B) + (e′ × E)) × 0.75

The new amount of excess land is the old amount minus 1.84 acres per buildable lot.  
e′ = e − 1.84b

For the property values to be equal under the 2 valuation methods then

e × E = ((b × B) + (e′ × E)) × 0.75

That is,
e/b = (3B/E) − 5.52

For FY2010, E is $60,000 and B is $400,000.  Therefore the property values are equal when e/b = 14.48, that is, when there is 1 buildable lot for every 14.48 acres of excess land.  Fewer lots favors the open space discount and more lots favors the current system.
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