OPPOSITION OF AD HOC TAX CLASSIFICATION COMMITTEE MEMBERS KENNETH J. ROSSETTI AND LESLIE MCGONAGLE

TO RECOMMENDED TAX CLASSIFICATION
We respectfully dissent from the majority recommendation of the Ad Hoc Tax Classification Committee (the “Committee”), and urge the Selectmen to avoid forcing the Town’s commercial property owners and businesses to incur a significant and disproportionate tax increase that, at best, would create only a negligible benefit for the Town’s residents – a benefit that will be overcome, and perhaps be significantly overcome, by the higher costs of goods and services charged by Town businesses compelled to pass on their increased tax burdens to their consumers. 


Besides significantly burdening the Town’s commercial property owners and businesses to produce a minimal residential benefit that will, in our view, be more than dissipated by the higher costs of goods and services, enacting differential property tax rates will harm economic activity in Town, hinder charitable giving, and threaten commercial property assessments, residential property assessments, and entry-level job creation.    


Further, other towns with demographics and appearances similar to Reading’s have rejected split tax rates, and one town, Concord, reverted to a uniform rate after the enactment of split rates led to diminished commercial property ownership and increasingly severe commercial property tax burdens that only negligibly benefited Concord’s residents.


As explained in greater detail below, we respectfully recommend that the Board of Selectmen retain the Town’s uniform rate of property taxation, in order to avoid the financial hardship and economic strain that would arise from splitting tax rates, to retain the Town’s competitive advantage in attracting business to Reading, and to be true to Reading’s demographics.  


Our opposition to split property tax rates is explained in greater detail below:


I.
Split Tax Rates Pose Undue Hardship for the Town’s Commercial Property Owners and Businesses, and Do Not Justify the Corresponding Minimal Tax Reduction for Residents – A Savings That Will Be Offset By Higher Costs of Goods and Services.
A.
BECAUSE ONLY 7% OF READING’S PROPERTY OWNERSHIP CONSISTS OF COMMERCIAL
 PROPERTY OWNERSHIP, DIFFERENTIAL TAX RATES WOULD DISPROPORTIONATELY BURDEN COMMERCIAL PROPERTY OWNERS WHILE NEGLIGIBLY BENEFITING RESIDENTS.

Enacting differential property tax rates in Reading will pose significant hardship to the Town’s commercial property owners and businesses, and harm the Town’s economy.  Each such owner/business would incur a major tax increase (relative to what would be required under a uniform rate structure) that would, at best, furnish a negligible savings for residential property owners – a savings that, as explained below, will be dissipated, and perhaps be far dissipated, by the higher prices of goods and services charged by businesses that seek to pass on the higher costs of their vastly greater tax burdens.  

To illustrate: under the current tax levy, if Reading were to enact the maximum differential permitted by law with property values as presently assessed, an owner of commercial property in Reading, with a median commercial property assessment of $454,350.00, will pay nearly $2,800.00 more ($2,739.74, to be exact) in annual property taxes than what that same owner pays under the Town’s present uniform rate (the tax burden will be higher if the owner’s property is assessed at a higher value, and lower if the property is assessed at a lower value).  That sharp increase in the commercial tax burden dwarfs the marginal tax savings that would be realized by owners of residential property; a Reading resident, with property at a median residential assessment of $424,300.00, will save just under $200.00 ($199.42, to be exact) in annual property taxes (more if the residence is assessed at a higher value, and less if the residence is assessed at a lower value) if the maximum differential is enacted under the Town’s current rate. 

This stark discrepancy, between the added tax burden on commercial property owners and the slight savings for residential property owners, arises from two factors: (i) Reading’s small segment of commercial property relative to residential property (93% residential, 7% commercial); and (ii) the revenue-neutral nature of tax classification, which does not increase the Town’s tax revenues.  Tax classification in Reading would instead shift a much higher tax burden on commercial property owners, and a slightly lesser burden on residential property owners; commercial property owners would accordingly pay a much higher rate of property tax, and residential property owners would pay a slightly lower rate of property tax, than what these property owners would pay under a uniform property tax rate system.  

The product of the commercial rate and the total valuation of the Town’s commercial property, when added to the product of the residential rate and the total valuation of the Town’s residential property, yields the Town’s tax levy – the same levy that results from multiplying a uniform tax rate by the cumulative assessed value of all properties in Town, residential and commercial.  Once again, tax classification is revenue neutral.    

Information furnished by Reading’s Assessor’s Office to the Committee verifies the discrepancy between the added tax burden on commercial property owners and the decreased tax burden on residential property owners, and illustrates that even under the maximum shift permitted by law, the residential property tax rate would only drop 47 cents per thousand dollars of valuation based on the current tax levy and current assessed values.  In contrast, the commercial property tax rate would increase by more than six dollars per thousand dollars of valuation.  

The data attached hereto at Exhibit F illustrate this major disparity.  The chart on page 1 of Exhibit F shows that for this fiscal year, the current, uniform property tax rate is $12.07 per thousand dollars of valuation.  Under the current tax levy and assessed values for all properties in Town, if Reading enacts the maximum differential permitted by law – adding 50% to the commercial tax obligation – then the commercial tax rate would increase from $12.07 per thousand to $18.10 per thousand, and the residential tax rate would drop from $12.07 per thousand  to $11.60 per thousand.  The Assessor’s information also notes that “[f]or every 10% increase in taxes of [commercial property owners], the residential property owners save[] approximately .75%+/-.  The maximum increase of 150% [adding a 50% burden onto commercial property tax payers] would save the residential tax payer 3.89%.”  See Exhibit F, page 2.  

Even under the Committee majority’s recommended shift – 10% in the first year, and 25% in the third year – the commercial property tax rate would rise significantly, and the residential property rate would drop by mere cents.  See Exhibit F, page 1.  Under the current tax levy and assessed values for all properties in Town, if Reading enacts a 10% differential, the commercial rate would jump $1.21 per thousand, to $13.28 per thousand, and the residential rate would drop a mere nine cents per thousand, to $11.98 per thousand.  See Exhibit F, page 1.  
Further, under the 10% differential, an owner of commercial property in Reading, with a median commercial assessment of $454,350.00, will pay nearly $550.00 more ($549.77, to be exact) in annual property taxes than what that same owner pays under the Town’s present uniform rate and under current assessed values (the tax burden will be higher if the owner’s property is assessed at a higher value, and lower if the property is assessed at a lower value).  In contrast, an owner of residential property in Reading, with a median residential assessment of $424,300.00, will save just over $38.00 ($38.19, to be exact), or a little more than a dime a day.  

Under a 25% differential, and under the current tax levy and assessed values in Town, the comparative figures are as follows: the commercial rate would jump more than three dollars per thousand, from $12.07 to $15.09, and the residential rate would drop by 24 cents, from $12.07 to $11.83.  See Exhibit F, page 1.  Further, the median commercial property owner would pay an additional $1,372.14 in property taxes annually, and the median residential property owner would save $101.83, or a little more than a quarter per day.

The above figures illustrate that tax classification in Reading would significantly and disproportionately burden commercial property owners, in order to furnish negligible savings, at best, for residential property tax payers.  As explained below, the enactment of split tax rates in Reading will harm economic activity, hinder charitable giving, and threaten commercial and residential property assessments – and the residents’ negligible tax savings will be dissipated by the higher costs of goods and services charged by businesses compelled to pass on the costs of their significant tax increases.

B.
THE NEGLIGIBLE RESIDENTIAL TAX SAVINGS WILL BE OFFSET BY THE HIGHER COSTS OF GOODS AND SERVICES CHARGED BY BUSINESSES FORCED TO PASS ON THEIR INCREASED TAX BURDEN TO THEIR CONSUMERS – THE RESIDENTS OF READING.

Enacting differential property tax rates on commercial property owners will significantly and automatically increase the cost of doing business in Reading, as higher rates will adversely impact property owners, and the businesses that rent space from them.
  Businesses will then seek to pass the costs of their increased tax burdens, most likely on their customers/clients – many of whom are Reading residents.  In order to pass on such costs, businesses will increase the prices of their goods and services to their consumers, from Reading and elsewhere.


Reading residents who patronize the Town’s businesses will accordingly pay higher prices for their groceries, coffee, dry cleaning, pizza, accounting services, restaurant meals, legal fees, wine, home furnishings, and ice cream, among other things.  There is a reasonable likelihood that these higher prices will exceed, and perhaps far exceed, the negligible savings to residents posed by splitting the property tax rates.

To avoid causing residents to pay higher prices that would exceed, and perhaps far exceed, the minimal tax savings afforded by tax classification, the Board of Selectmen should reject differential property tax rates, and vote to retain a residential factor of “1” in setting the Town’s property tax rate.
C.
THE DISPARITY BETWEEN RESIDENTIAL ASSESSMENT GROWTH AND COMMERCIAL ASSESSMENT GROWTH REFLECTS THE SHARP DIFFERENCES BETWEEN THE RESPECTIVE MARKETS FOR COMMERCIAL PROPERTY AND RESIDENTIAL PROPERTY, NOT A NEED TO SPLIT TAX RATES.

Despite the stark discrepancy between the significant tax burden to be imposed upon commercial property owners and businesses upon enactment of split property tax rates, and the small gain, at best, to be realized by residential property owners, the Committee’s majority urges the adoption of differential property tax rates to alleviate what the majority contends to be an unacceptable disparity between the rise in the Town’s residential property assessments in relation to the comparatively more stagnant growth in commercial property assessments.  The majority reasons that since residential assessments have risen steadily over the past few years, and commercial assessments have lagged in comparison, residential property owners have borne a disproportionate share of property taxes, and commercial property owners have not paid their fair share of property taxes, since one’s property tax bill is the product of the Town’s property tax rate and one’s property assessment.  The majority accordingly endorses differential property rates to compensate residential property owners for their overpayment of property taxes, and to cause commercial property owners to pay additional taxes, since those owners have historically paid too little.  As explained below, we find the majority’s contention misplaced.


Suggesting that residents have overpaid property taxes because their assessments have risen more substantially than commercial assessments implies that the markets for each kind of property are the same.  Such a suggestion is akin to comparing apples and oranges, and ignores the numerous and obvious differences between the characteristics of each kind of property.  These differences help to explain the disparity between the rise in residential assessments and commercial assessments, and, accordingly, that disparity does not justify enactment of differential property tax rates.

D.
RESIDENTIAL PROPERTY DIFFERS SUBSTANTIALLY FROM COMMERCIAL PROPERTY BECAUSE THE RESPECTIVE MARKETS FOR THESE PROPERTIES DIVERGE SIGNIFICANTLY DUE TO (I) THE GREATER FINANCIAL RISK INCURRED BY COMMERCIAL PROPERTY OWNERS; (II) THE GREATER LIABILITY RISK INCURRED BY COMMERCIAL PROPERTY OWNERS; (III) THE COSTS IMPOSED ON COMMERCIAL PROPERTY OWNERS TO COMPLY WITH ZONING BY-LAWS; AND (IV) THE GREATER BENEFIT RESIDENTIAL PROPERTY OWNERS DERIVE FROM MUNICIPAL SERVICES.

Residential property and commercial property are inherently different because the respective markets for each kind of property are markedly dissimilar.  Anyone who doubts this proposition should review a property appraisal report; a report on a residential property will not list commercial properties in the comparative sales section, and a report on a commercial property will not list residential properties in the comparative sales section.  

The reason for this is clear – the respective markets for these different properties differ so much that residential property and commercial property cannot be meaningfully compared, as commercial property is typically not as freely transferable as residential property.  Indeed, the following reasons illustrate the sharp differences between residential property and commercial property: 

1.
Commercial Property Owners Incur Greater Financial Risk Than Residential Property Owners.


Residential property and commercial property differ because commercial property ownership tends to incur far greater financial risk in comparison to residential property ownership.  A purchaser of commercial property usually purchases more than just land; such a purchaser also often purchases the enterprise conducted on that land, which normally consists of inventory, assets, receivables, goodwill, intellectual property, and other components of the enterprise – a purchase that incurs a risk compounded by the many costs attendant to complying with the myriad laws and regulations governing businesses, such as workplace safety regulations, insurance regulations, wage laws, environmental laws, and anti-discrimination laws – not to mention regulations and laws specific to the particular enterprise being purchased (e.g., food handling regulations for a restaurant).  These factors limit the free transferability of commercial property.   


Even if a purchaser of commercial property merely seeks to rent space to commercial tenants, that purchaser incurs a risk that the incoming tenants will not pay their rent – a risk compounded by the costs of build-outs typically necessitated to ready the property for rental, and to ensure that the property complies with relevant laws pertaining to the structure, access, and egress.


In contrast, a comparatively smaller financial risk surrounds residential property ownership, particularly in a sought-after “bedroom” community like Reading, with a reputation for educational excellence, many scenic points, and a close proximity to Boston, major access roads, and areas north, south, east, and west.
  Given these critical, well-regarded attributes, Reading is presumably positioned to continue to be a desired community for individuals and families alike, particularly in comparison to the many towns and cities whose attributes do not measure up to Reading’s.  Put another way, there will always be a strong desire among prospective home purchasers to reside in Reading.  

Further, in purchasing a home in Town, the purchaser usually is not seeking to acquire or establish a business, or to rent the home to another person or entity.  Instead, the residential purchaser almost always simply seeks an agreeable primary residence, and does not need to rely upon an acquired business, or one or more tenants, to make the residential purchase work.  In contrast, a purchaser of commercial property typically seeks to simultaneously acquire the business conducted on the premises, or to rent space to one or more commercial tenants.  The purchaser of commercial property, therefore, risks, among other things, the downturn of the acquired business, and the inability of the renting business to pay rent – risks that do not attend residential property purchases.  These risks decrease the free transferability of commercial property in relation to residential property.
In sum, residential property and commercial property are different because commercial property ownership incurs greater financial risks, which risks hinder the free transferability of commercial property and dampens the growth of commercial property assessments.

2.
Commercial Property Owners Incur Greater Liability Risk Than Residential Property Owners.


Residential property and commercial property also differ sharply because a far greater liability risk attends commercial property ownership.
  Anyone who doubts this proposition should compare the differences in how each kind of property is typically titled.  Most residences – though admittedly not all residences – are owned in the name(s) of the individual owner(s), which subjects the owner(s) to individual liability in the event of an accident or injury on the premises.  In contrast, most commercial properties – though admittedly not all commercial properties – are titled in the name of an entity that shields the principal(s), to some extent or another, from personal liability.  Such titling options for commercial property typically include the name of the corporate entity doing business on the premises, or the name of the corporate entity that purchased the property and is renting/managing the premises for one or more businesses on site.


The reason for this difference in titling is clear: commercial property owners face far greater liability risk than residential property owners, which limits the free transferability of commercial property.  Commercial properties and businesses typically receive many more visitors than residential properties – employees, customers, delivery people, and sales people, among others – and this reality increases the likelihood of an accident or injury occurring on commercial property.  


Further, businesses typically conduct activity that is many times more risky than activity on residential property – dispensing gasoline, fixing cars, dry cleaning clothes, teaching children gymnastics, taking x-rays, receiving streams of deliveries – which, by consequence, makes the liability risk faced by commercial property owners that much greater than what residential property owners face.

In sum, residential property and commercial property are different because commercial property ownership incurs greater liability risk, which hinders the free transferability of commercial property and dampens the growth of commercial property assessments.

3.
Zoning By-Laws Differentiate Between Residential and Commercial Property.

Residential property and commercial property are also sharply different because of zoning by-laws.  Indeed, the very existence of zoning by-laws underscores that residential property and commercial property fundamentally differ because such laws expressly stipulate different permitted uses and locations of commercial properties and residences.  Further, such by-laws typically impose comparatively greater costs on commercial property owners than residential property owners, on matters including signage, parking, hours of operation, locations, access, egress, conduct and density, and these factors tend to limit the free transferability of commercial property.  

4.
Commercial Property Owners Derive Less Benefit From Municipal Services Than Residential Property Owners.


Residential property and commercial property are also very different because residential property owners typically derive greater value from the Town’s tax expenditures – and the municipal services funded by those expenditures – than commercial property owners, which tends to counter the growth of commercial property assessments in comparison to residential assessments.  Unlike residential property owners, commercial property owners are responsible for coordinating and paying for their own trash removal.  Further, unlike residential property owners, commercial property owners cannot send children to Reading’s public schools unless such owners are also residents in Town.  

Put another way, commercial property owners must pay commercial property taxes to fund, in part, a trash removal service they are barred from using, and a public school system their children cannot attend (unless these owners also reside in Town and can partake of Reading’s residential trash removal and public school system).  These are only two of the disparities between the respective benefits derived from commercial property owners and residential property owners; these disparities illustrate that residential and commercial property fundamental differ because residential property tax payers typically receive more for their tax dollars than commercial property tax payers.


In sum, the respective markets for residential property and commercial property markedly differ because of the many and obvious differences in the characteristics of these properties, as set forth above – the greater financial risk to commercial property owners, the greater liability risk to commercial property owners, the existence of zoning by-laws and the costs of zoning compliance on commercial property owners, and the lesser municipal benefit to commercial property owners – and these differences, individually and collectively, limit the free transferability of commercial property as compared to residential property.  This limitation on transferability explains the disparity between the growth in residential property assessments and commercial property assessments, and, accordingly, that disparity does not justify enacting differential property tax rates.  We therefore urge the Board of Selectmen to retain a residential factor of “1” in setting the Town’s property tax rate.
II.
The Hardship Posed By Differential Tax Rates Will Harm Economic Activity, Hinder Charitable Giving, and Threaten Commercial and Residential Property Values in Reading
A.
DIFFERENTIAL TAX RATES ADVERSELY IMPACT COMMERCIAL PROPERTY OWNERS AND RENTERS ALIKE BECAUSE COMMERCIAL LEASES TYPICALLY REQUIRE TENANTS TO PAY THEIR LANDLORD’S PROPERTY TAXES.
According to information furnished to the Committee by the Assessor’s Office, there are 252 commercial properties in town.  One might accordingly conclude that enacting differential property tax rates will only directly hurt those property owners.  That conclusion is false and belied by the custom and practice of commercial leasing.

Enacting higher property tax rates for commercial property owners will hurt Reading’s commercial property owners and the many businesses that lease space from these owners, since commercial leases typically contain triple-net provisions that require tenants to pay all, or a prorated portion, of the landlord’s property taxes.  Accordingly, should Reading split its property tax rate, many individuals and businesses will be adversely affected, particularly when one considers that a number of individual commercial properties contain multiple tenants.  Put another way, the enactment of differential property tax rates will adversely affect many more persons and entities than the 252 commercial parcel owners in Town, and as explained below, differential property tax rates will harm economic activity in Town.
B.
DIFFERENTIAL PROPERTY TAX RATES WILL LOWER THE VALUE OF COMMERCIAL PROPERTY AND HARM READING’S ECONOMY BY FORCING COMMERCIAL PROPERTY OWNERS AND BUSINESSES TO IMPLEMENT ECONOMICALLY-DETRIMENTAL MEASURES TO PAY THE ADDED PROPERTY TAX BURDEN.

Enacting differential property tax rates will have immediate and negative effects on Reading’s economy, by causing a small proportion of commercial property owners – and the businesses that rent from them and that pay their taxes – to incur a significantly higher property tax burden in comparison to what these owners would pay under a uniform tax rate structure.  This higher tax burden, outlined in detail above, will immediately increase the cost of doing business in Town, decrease the cash flow of these owners and businesses, lower the value of commercial property, and thereby make commercial property less attractive to lenders as collateral.  All of these factors will adversely impact the Town and its economy.    
The higher commercial property tax burden posed by a split rate will force commercial property owners and businesses to implement economically-detrimental measures to compensate for their higher burden and decreased cash flow.  As noted above, one result will be an increase in the prices and fees for the goods and services charged by the Town’s businesses; this will harm the Town’s residents, including those who rent their homes – who will not have any offsetting savings in property taxes because those renters do not pay property taxes – and those who own their homes.  Indeed, the minimal tax savings realized by residential property owners will be offset, and perhaps be far offset, by the inevitable increases in prices and fees for goods and services.
Splitting the property tax rate is akin to setting an added tax on the goods and services furnished by Reading’s businesses because the higher prices, resulting from the Town’s businesses passing on the increased tax burden, would not arise but for the split rate, all other factors being equal.  In other words, in the absence of the split rate, businesses would agree to sell, and buyers would agree to purchase, goods and services at lower prices.

The higher prices of goods and services will force residents to pay more for what they purchase in Town.  Again, this will harm residents who rent because they will not have any offsetting savings in the residential property tax rate.  This will also harm residents who own homes because their minimal savings from a split tax rate will be dissipated by these higher prices.   
Additionally, the higher prices of goods and services will prompt some residents to patronize out-of-town businesses.  This will decrease demand for goods and services in Reading, which will diminish local business activity at a time when there are already significant, visible commercial vacancies.  This will also force residents to incur increased travel costs and expend more time for their shopping and errands.
Commercial property owners and businesses will also be compelled, regrettably, to consider other economically-harmful measures to address their simultaneously increasing tax burden and decreasing cash flow.  These measures include reducing or eliminating any planned expansion; relocating their businesses out of Reading; reducing anticipated hiring, or terminating staff; reducing compensation for employees; and/or reducing or eliminating employee benefits.  Some businesses may even close, and, as we argue in greater detail below, charitable giving will be hindered.  These measures, collectively and in isolation, will harm economic activity in Town.


Business activity in Town will also be slowed because the diminished value of commercial property will decrease the incentive for lenders to finance business expansion through secured real estate loans, and, accordingly, decrease the loan amounts for which prospective business borrowers will qualify.  This will hinder business expansion in Reading, at a time when commercial vacancies are so noticeable at present.

Higher prices for goods and services, reduced economic activity, and increased commercial vacancies are just some of repercussions posed by splitting the property tax rate.  The Board of Selectman can avoid these harms, and others set forth below, by setting a uniform property tax rate. 
C.
THE COMMERCIAL EXEMPTION IS AVAILABLE TO ONLY A SMALL PROPORTION OF PROPERTY OWNERS, AND WILL HARDLY NEGATE THE EFFECT OF THE SIGNIFICANT TAX INCREASE POSED BY SPLITTING THE TOWN’S PROPERTY TAX RATE.

Proponents of differential property tax rates suggest that the commercial exemption blunts the negative impact of the increased tax burden on commercial property owners and businesses.  While we agree with the majority that the Board of Selectmen should enact the maximum commercial exemption permitted by law – a 10% tax exemption on qualifying commercial assessments – if the Board of Selectmen votes to split the property tax rate, we believe the commercial exemption will do little to counter the negative effects of the increased tax burden on commercial property owners and businesses in Reading.


The many conditions on the application of the commercial exemption support our view.  First, the commercial exemption does not apply to any properties assessed at or above $1,000,000.00.  Second, the commercial exemption does not apply to any commercial property owner that employs ten or more persons.  Third, this exemption does not apply to property classified as “industrial.”

Fourth, and perhaps most significantly, if a multi-unit property has one owner who does not qualify for the exemption, then nobody on the property qualifies for the exemption.  According to information furnished by the Reading Assessor’s Office, only 33 of 252 commercial properties presently qualify for the commercial exemption – roughly 13% – which means that 87% of commercial properties do not presently qualify for the exemption.  We believe, therefore, that the commercial exemption will do little to blunt the negative effect of the increased commercial property tax burden resulting from a split property tax rate.


For example, under the Town’s current tax levy and property assessments, if the Board of Selectmen enacts the maximum differential and the maximum commercial exemption permitted by law, a qualifying commercial property owner, with a median commercial assessment of $454,350.00, will get taxed on 90% of that assessment – $408,915.00 – and save $827.37.  While this figure may have some superficial appeal, that same property owner will pay $1,942.00 more in property taxes under the maximum differential, even if the Town adopts the highest permitted commercial exemption, over what that owner would otherwise pay under a uniform tax rate at the current tax levy and property assessments.  Thus, the commercial exemption will do little to counter the negative effects of tax classification. 

Indeed, the ranges of commercial assessments in Reading, attached hereto at Exhibit F, page 3,
 underscore that the commercial exemption will do little to blunt the effect of a split property tax rate (although we view a little help as preferable to no help).   These ranges illustrate that most commercial parcels in Reading are relatively modest in assessed value.  Roughly 50% of these parcels – 124 – are assessed at $499,900.00 or below, and nearly 80% of these parcels – 197 – are assessed at $899,900.00 or below.  See Exhibit F, page 3.  Only about 4% of these parcels – 10 – are assessed at or above $3,000,000.00.  See Exhibit F, page 3.  

These figures underscore that most commercial properties in Reading are relatively modest, which suggests that most owners of these properties are also relatively modest.  A split tax rate will therefore primarily hurt small business, not large businesses – this point is made in greater detail below.


Further, these figures underscore that the unavailability of the commercial exemption to 87% of commercial property owners in Town is not principally due to the assessed value of commercial parcels.  Indeed, there are relatively few parcels that automatically disqualify for the commercial exemption based on assessed value.  See Exhibit F, page 3.  Instead, most commercial property owners disqualify for the commercial exemption because of the other conditions on the exemption’s application, such as the “all or nothing” condition noted above.

In light of the foregoing, while we agree with the Committee’s majority that the commercial exemption should be enacted to the maximum extent if the Board of Selectmen splits the property tax rate, we caution that the exemption will do little to blunt the negative effect of the increased tax burden on commercial property owners and businesses.


In any event, we urge the Board of Selectmen to make this issue academic by adopting a uniform property tax rate.


D.
DIFFERENTIAL TAX RATES ARE A DISINCENTIVE TO 



COMMERCIAL PROPERTY DEVELOPMENT AND INVESTMENT, 


AND UNFAIRLY BENEFIT HOME-BASED BUSINESSES.


Splitting the rate, by whatever differential, will create a disincentive to developing and investing in commercial property by causing commercial property owners and businesses to incur a substantial tax increase – relative to what would be paid under a uniform tax rate structure – that will significantly and automatically drive up the cost of developing, owning, and managing commercial property.  Developers will be less inclined to develop commercial property, and lenders will be less inclined to finance commercial property development.  


Further, prospective purchasers and renters of commercial property will be less inclined to buy or rent such property in Reading because of the added burden posed by a split rate; this will create a lower demand for commercial property in Town, which will contribute to diminished commercial property values, and lead businesses to leave Reading.    


Additionally, splitting the property tax rate will unfairly benefit home-based businesses at the expense of businesses presently located in commercial property.  By driving up the cost of commercial property ownership and leasing, the enactment of a split tax rate will automatically favor home-based businesses.  The accountants, attorneys, medical providers, construction contractors, sales people, and consultants who presently work in commercial space will automatically pay much more for their work space than the accountants, attorneys, medical providers, construction contractors, sales people, and consultants who presently work out of their homes.  Home-based businesses will have a greater incentive to remain at home, and be in a position to leverage the benefit of a lower property tax rate under a split-rate system, and businesses that are in commercial space and that can move home will have an incentive to do so (and, we believe, will do so, to one extent or another), and lower the demand for commercial property – and thereby adversely affect commercial property values.


To avoid creating a disincentive to the development, ownership and rental of commercial property, and to avoid providing an unfair advantage to home-based businesses, the Board of Selectmen should retain a uniform property tax rate.

E.
ADVOCATING DIFFERENTIAL PROPERTY TAX RATES, BECAUSE SOME TOWN BUSINESSES ARE LARGE, REFLECTS A FUNDAMENTAL MISUNDERSTANDING OF READING’S BUSINESS COMMUNITY AS A WHOLE, AND THREATENS ENTRY-LEVEL JOB CREATION.

Some advocates of differential property tax rates state in substance that the increased tax burden posed by a split rate will be a “drop in the bucket” for large companies like Starbucks, so, accordingly, tax rates should be split because large companies can afford the attendant increased tax burden.  This contention mischaracterizes Reading’s business community, and threatens entry-level job creation in Reading.


There is perhaps no clearer way to explain this point than by simply saying this: we are not all “Starbucks.”
  Take a stroll through Reading Square; walk up and down Haven Street; or drive down Main Street to Route 128, and what will one notice?  Most businesses in Reading are small enterprises, usually staffed by one person or a handful of people.  In nearly each instance, these are not remote, well-heeled, Fortune 500 companies; these are your neighbors, striving to serve their community and to make decent livings for their families.


Indeed, when advocates of split tax rates propose increasing the tax burden of these small businesses because large companies can easily shoulder the burden, such advocates mischaracterize the small-town nature of most of the businesses in Reading, and, worse, they propose that these small businesses bear an added tax obligation far more onerous, in comparative terms, than what these large companies would bear; indeed, a small business owner required to pay extra hundreds or thousands in taxes (under a split-rate structure, as compared to a uniform rate structure) will feel a pinch many times sharper – based on that owner’s yearly revenues – than Starbucks, or other such large companies in Town, even though Starbucks’ increased tax burden might be higher, or perhaps much higher, since Starbucks’ gross annual revenues surpass those of most companies - again, because most Reading businesses are not Starbucks, and certainly not earning anything close to Starbucks’ annual revenue.


While the added tax burden on Starbucks may be insignificant when compared to the corporation’s total international revenue, the increased tax burden will affect the company’s two Reading locations by making each location more expensive to operate (and thus less profitable if the added tax burden is not met by a corresponding increase in revenue for the location and/or a decrease in the location’s costs).  


When the cash flow to these locations decreases upon enactment of differential property tax rates, then entry-level job creation suffers, particularly for teenagers just entering, or barely into, the job market.  Routine arithmetic bears this point out.  


Company “X” prepares to hire a part-time stock clerk, at the beginning of the school year, for $8 per hour, and that clerk is expected to average 10 hours of work per week over the course of a 50-week year.  This clerk will cost Company X $4,000 ($8/hr. x 10 hrs./wk. x 50 wks.) in wages alone.  If Company X’s tax payment then increases by several thousand dollars upon the enactment of differential property tax rates – in comparison to what Company X would pay under a uniform rate structure – then Company X may very well decline to hire that part-time clerk to compensate for the added tax burden posed by differential rates.  


This elementary principle applies with equal force to the large companies with Reading locations, and underscores that entry-level job creation would suffer upon the enactment of differential property tax rates in Reading.  Perhaps each Starbucks location hires one less barista, or lets one go.  And Staples hire one less stock clerk, or lets one go.  And Home Depot hires one less cashier, or lets one go.  And Bank of America hires one less teller, or lets one go.  And so on.


This prospect is especially troubling since large, national companies are often in the best position (and in the greatest need) to hire entry-level employees – particularly teenagers just beginning to learn about the work ethic outside of their homes.  If large national companies with Reading locations cut back on entry-level hiring, then an increasing number of Reading’s employable youth may either go without work – which would strain, however significantly or minimally, their parents’ budgets, and cause such youth to miss out on the money and character-building qualities of one’s first job – or be forced to work out of town.  

Working out of town incurs the added costs and risks of longer-distance travel, and Reading’s businesses would lose out on transactions that might otherwise occur in Town if the kids forced to work outside Reading worked in Town instead.  These kids will take their lunch breaks out of town; meet co-workers for dinner after work at restaurants out of town; buy their gas at out-of-town stations; and purchase snacks at out-of-town convenience stores.  These are lunch breaks, dinners, gas purchases, and convenience store sales that might otherwise transpire in Reading if large national companies in Reading were not forced to forego some hiring because of the added burden of differential property tax rates.

In sum, proponents of split property tax rates ask Reading’s many small businesses to shoulder a far more onerous financial burden than what Starbucks, Staples, and other large companies in Town would shoulder when one considers the vastly lower revenues earned by the Town’s many small business owners in comparison to the revenues earned by these larger firms.  Equally disturbing is the very real prospect of impaired entry-level job creation if Reading adopts a split property tax rate.

In order to avoid burdening Reading’s many small businesses and hindering entry-level job growth in Town, the Board of Selectmen should retain a uniform property tax rate in Reading.

F.
MANY MEDICAL SERVICE PROVIDERS CANNOT PASS ON THEIR INCREASED TAX BURDEN ONTO THEIR PATIENTS BECAUSE THEIR CONTRACTS WITH HEALTH INSURANCE COMPANIES CAP THEIR CHARGES TO PATIENTS.
Enacting higher commercial property tax rates will pose a particular hardship for medical providers in Reading, who typically cannot pass their increased taxes onto their patients because contracts between medical providers and health insurance carriers limit the fees that can be charged to the providers’ patients.  The caps on charges prevent medical providers, who are at their caps, from doing what other businesses, confronted with higher tax rates, will inevitably do if differential rates are enacted – namely, charge higher prices to the consumers who partake of their goods or services.  

Consequently, such medical practices that are at their caps literally get stuck with the higher tax bill, and must consider blunting that cost through cutting back on hiring; reducing or eliminating charitable giving; reducing or eliminating employee bonuses or other benefits; and/or other means that hinder economic activity in Reading.


Why should this matter to Reading?  Because Reading is attracting a growing number of medical providers, and established practices are expanding in Town.  Hallmark Health, based in Melrose, recently invested considerably in a three-story renovation at 30 New Crossing Road, to create the Hallmark Health Medical Center, a new outpatient medical facility.  Additionally, other medical providers have recently moved to, or are in the process of moving to, various suites in 2 Haven Street.


Reading residents – those who work for the Town’s many medical practices, those who are treated by these practices, and those who serve the patients and employees of these practices – benefit from this growth in the Town’s medical practices.  Indeed, this growth should be encouraged.  Regrettably, tax classification will hinder such growth by forcing the Town’s many medical practices to incur a tax burden that cannot usually be passed on to the practices’ patients; as a result, such practices will be forced to cut costs through means that hinder economic activity.  

The Board of Selectmen can avoid this detriment to the Town’s medical providers by rejecting split tax rates, and we accordingly urge the Selectmen to retain the Town’s uniform tax rate system.
G.
DIFFERENTIAL TAX RATES WILL HINDER CHARITABLE GIVING BY INCREASING THE COSTS OF SOLICITING DONATIONS.
Differential property tax rates will hinder charitable giving by significantly increasing the costs of soliciting donations.  Indeed, we have received specific feedback to this effect from the local business community.  

As a threshold matter, splitting tax rates will shift a significant sum of money away from the Town’s comparatively small proportion of commercial property owners and businesses – money, in whole or in part, that might otherwise go toward charitable giving.  This shift will significantly decrease the ability of charities and other organizations to maximize their dollars-to-donor ratios, a critical element to successful fundraising.  Basic arithmetic underscores this point.  

As noted above, under the current tax levy and property assessments, if the Selectmen enact the differential shift recommended by the majority of this Committee – 10% in the first year, 25% in the third year – then, in that first year, a commercial property owner with commercial property at the median commercial assessment of $454,350.00 will suffer a tax increase of almost $550.00 dollars, while a residential property owner, with a residential property assessed at the residential median assessment of $424,300.00, will save approximately $38.00.  


Put another way, the recommended differential, if enacted, leaves $550.00 less for the median commercial property owner to donate to charity, and up to an additional $38.00 more for the median residential property owner to donate.  To make up for the loss of one median commercial property owner inclined to donate $550.00 to charity, a charity must target 15 median residential property owners ($550.00/$38.00) – and hope that each median residential owner donates the maximum tax savings (all $38.00) resulting from enacting a 10% differential shift.  Keep in mind that those same median residential property owners will likely face higher charges for the goods and services in Town due to the significant increase in the commercial property tax burden imposed by differential property tax rates.

Differential property tax rates, therefore, will significantly counter maximizing the dollars-to-donor ratios of fundraising organizations, particularly where Reading has such a small proportion of commercial property ownership.  Put another way, charities and other fundraisers will suffer increased costs of soliciting donations because, as illustrated above, they must now target many more individual donors to compensate for the lost sums that commercial property owners must pay toward increased property taxes.  This will entail, among other things, more direct mail campaigns, more telephone calls, and more flyers – and, by consequence, more costs.

Significantly hindering charitable giving has major negative implications for charitable activity in Town as a whole, and for Reading in particular.  As noted in the minutes of the March 13, 2007 Board of Selectmen’s meeting, a copy of which is attached hereto at Exhibit G, there are multiple concurrent fundraising efforts directed toward capital improvements in Town – improvements that the Town alone at this time cannot exclusively fund.  These fundraising efforts include the Friends of Reading Tennis’ initiative to raise $150,000.00 to improve tennis courts, and various athletic organizations’ efforts to raise $60,000.00 for an artificial turf field.  See Exhibit G, pages 3-4.  Hindering charitable giving through the enactment of differential property tax rates would therefore make these fundraising efforts, and others (such as the prospective private funding of parking consultancy work, as the Board of Selectman discussed during their August 21, 2007 meeting), more difficult than they otherwise would be were the Town to retain a uniform property tax rate.


Let us be clear on this point.  We are NOT advocating that commercial property owners or businesses decrease or stop their charitable giving.  Instead, we merely express the concern that splitting the property tax rate will make it harder, and thus more costly, for charities and fundraisers to solicit donations, and, consistent with feedback that we have received from the local business community, commercial property owners and businesses will be forced to consider cutting back on charitable giving.


In order to avoid hindering charitable giving, the Board of Selectmen should reject differential tax rates and vote instead to retain a uniform rate.


H.
SPLIT TAX RATES THREATEN BOTH COMMERCIAL AND 



RESIDENTIAL PROPERTY VALUES IN READING.

As explained above, splitting the property tax rate will harm economic activity and decrease the demand for the development, ownership, and rental of commercial property by significantly increasing the tax burden attendant to owning commercial property.  The lowered demand for commercial property will decrease commercial property values.  The negative impact on commercial property values will also harm residential property values.

If businesses shut down or leave Reading, the Town’s commercial/business vacancy rate will increase.  There are already a number of commercial properties in Town that are damaged or vacant; increasing business vacancies will detract from the Town’s economy and looks and consequently, we believe, decrease the demand, however slightly, for home purchases in Reading (particularly since business people who might locate their businesses and homes here will consider other towns if Reading splits the property tax rate), which will adversely impact residential property values.


We do not believe that such a drop in residential values would necessarily be significant because, as we point out above, Reading is such a sought-after residential location for a number of important reasons.  However, a decrease in residential values would not need to be significant in order to demonstrate that splitting the tax rate would be harmful.

For example, the present median residential property value in Reading is $424,300.00, and if the Board of Selectmen enacts the largest differential permitted by law, an owner of such property would save just under $200.00 in property taxes relative to what that owner would pay under a uniform rate under the Town’s current tax levy and assessed values.  That $200.00 savings represents just under 0.05% – five one-hundredth’s percent, or 1/20th of one percent – of the property’s assessed value.  


If that same property loses just one percent of its assessed value, that value would drop by more than $4,000 – more than 20 times the minimal tax savings to be realized under a split rate.  Put another way, that property owner would need to save $200.00 per year for more than twenty years to make up for the loss of 1% of the assessed value of that property at the Town’s current median residential assessment.

In light of the foregoing, a very slight decline in the value of residential property will significantly offset the marginal savings to residents under a split tax rate.  To avoid this detriment, the Board of Selectmen should maintain a uniform property tax rate.
III.
Towns With Appearances and Ownership Demographics Similar to Reading’s Have Rejected Split Tax Rates, and Maintaining a Uniform Rate Offers Reading a Competitive Advantage in Retaining and Attracting Businesses
A.
THE TOWN OF CONCORD SCRAPPED DIFFERENTIAL TAX RATES BECAUSE COMMERCIAL PROPERTY OWNERS SHOULDERED SIGNIFICANT TAX BURDENS THAT NEGLIGIBLY BENEFITED RESIDENTS.
The Town of Concord – with a New England-village look and demographics remarkably similar to Reading’s – rejected differential property tax rates after their enactment led to a decreased commercial tax base, which caused Concord’s businesses to shoulder onerous tax burdens that only negligibly benefited Concord’s residents.


According to the Concord Board of Assessors’ report, “Tax Rate Analysis Fiscal Year 2007,” a copy of which is linked on Concord’s web site at http://www.concordnet.org/pages/ConcordMA_assessor/Classification%20Report%202007.pdf (“Concord Report”),
 Concord adopted differential property tax rates in the mid-1980s, when the ratio of residential property ownership to commercial property ownership was 82%-18% - a split with a significantly higher proportion of commercial property ownership than in Reading presently.  


After Concord increased the commercial property tax rate, commercial property ownership decreased, and the town recognized that the small population of commercial property owners in that town shouldered a significant tax burden that only negligibly benefited Concord’s residents.  See Concord Report, pages 9-10.  Concord consequently rejected differential property tax rates in the mid-1990s, and the town has adopted a uniform rate in each year since then, and at present, Concord’s proportion of residential property ownership to commercial property ownership is 91%-9% - nearly identical to Reading’s 93%-7% ratio.  See Concord Report, pages 9-10, 19.

The following excerpt from the Concord Report, at pages 9-10, underscores the above point:



“… through the mid-1990’s, the total value of the town 



[Concord] became increasingly residential.  With this 



residential growth, it was perceived that an increasingly



severe shift of the tax levy share to CIP [commercial]



would be required in order to produce only a relatively



small benefit to the residential class.  Therefore, the 



Board of Selectmen decided to gradually reduce the tax



shift, and in FY1996 eliminated this tax shift entirely.  



In each of the ensuing years, the Board of Assessors has



recommended and the Selectmen have voted to adopt a



uniform rate for all classes. (emphasis supplied).

The Town of Reading does not need to endure the detriment that Concord experienced following Concord’s enactment of split property tax rates, and to save experiencing such a loss, we urge the Board of Selectmen to retain the Town’s uniform rate of property taxation.

B.
THE TOWN OF DUXBURY REJECTED SPLIT TAX RATES BECAUSE OF DUXBURY’S 97%-3% RATIO OF RESIDENTIAL PROPERTY OWNERSHIP TO COMMERCIAL PROPERTY OWNERSHIP.
The Town of Duxbury, with a 97%-3% split of residential property ownership to commercial property ownership – a split remarkably similar to Reading’s 93%-7% ratio – rejected differential tax rates because a small proportion of commercial property owners would incur a significant property tax burden that would only minimally benefit Duxbury’s residential property owners.


In a report available on the Town of Duxbury’s web site, a copy of which is linked at http://www.town.duxbury.ma.us/Public_Documents/DuxburyMA_Assess/Tax%20Facts (“Duxbury Report”),
 Duxbury disclosed that just three percent of property ownership in that Town consists of commercial property ownership, and illustrated the considerable attendant tax burden such owners would suffer if split rates were enacted:
if the maximum allowable tax burden shift were made from

the residential property class to the commercial property class, 

its effect on the average residential assessed value of $649,100

would reduce the tax bill by $103.86.  However, the tax bill for

a similarly valued commercial property would be increased 

by $3,290.94. (emphasis in original).  See Duxbury Report, ¶ 10.
The above illustration mirrors in large part the significant tax burden to be incurred by Reading’s commercial property owners in relation to the minimal benefit for residential property owners if the Town splits the property tax rate, and favors maintaining Reading’s method of uniform property taxation.  To avoid the disproportionate burden posed to Reading’s commercial property owners and businesses, the Town’s Selectmen, like their colleagues in Concord, Duxbury, and more than two out of every three communities in Massachusetts,
 should reject split tax rates and keep the present system of uniform property taxation.

C.
THE TOWN OF WELLESLEY – LIKE OTHER ROUTE 128 COMMUNITIES SIMILAR TO READING – MAINTAINS UNIFORM PROPERTY TAX RATES.
Like Concord and Duxbury, Wellesley has a ratio of residential-to-commercial property ownership very similar to Reading’s – Wellesley’s ratio is 90% residential, 10% commercial, nearly identical to Reading’s 93%-7% proportion.  Further, like Concord and Duxbury, Wellesley has rejected split property tax rates, opting instead to apply a uniform rate.


Indeed, Wellesley expressly recognizes what Concord and Duxbury expressly recognize – the adoption of split tax rates in a town with a small percentage of commercial property ownership causes commercial property owners to incur a substantial tax burden that, at best, offers a very small benefit to residential property owners.  In a report available on the Town of Wellesley’s web site, a copy of which is linked at http://wellesleyma.virtualtownhall.net/Pages/WellesleyMA_Assessor/FY07%20Tax%20Classification.pdf (“Wellesley Report”),
 the Town of Wellesley notes the 90%-10% ratio of residential-to-commercial property ownership – see Wellesley Report, page 15 – and illustrates the significant burden posed to commercial property owners if Wellesley were to adopt differential property tax rates.  As noted on page 6 of the Wellesley Report, if Wellesley’s Board of Selectmen were to adopt the maximum differential permitted by law – 50% – then an owner of commercial property in Wellesley, with a median commercial assessment of $1,806,000, would incur a tax increase of $8,019; in contrast, an owner of residential property, with a median residential assessment of $824,000, would save just $461.  

Put another way, the added tax burden on a commercial property owner in Wellesley, with property at the median commercial assessment, would be more than 17 times greater than the savings to be realized by a residential property owner, with property at the median residential assessment in Wellesley.  

Wellesley’s assessment report also illustrates that other Route 128-area towns, with small proportions of commercial property ownership, similarly apply uniform rates of property taxes.  The Town of Belmont – a picturesque New England village like Wellesley, Concord, and Reading – has a residential-to-commercial property ownership ratio of 95%-5%, nearly the same as Reading’s 93%-7% ratio.  Like Wellesley and Concord, Belmont applies a uniform property tax rate.  See Wellesley Report, page 15.  

Similarly, Wayland and Weston – two other picturesque New England villages in the Route 128 region, akin to Belmont, Wellesley, Concord and Reading – each have small proportions of commercial property ownership (Wayland, 4%; Weston, 3%), and each applies a uniform property tax rate.  See Wellesley Report, page 15.
Another picturesque, Route 128 town with a small proportion of commercial property ownership – Arlington – employs a uniform property tax rate.  According to the “Report of the Arlington Board of Assessors and the Results of the FY 2007 Revaluation,” a copy of which is linked on Arlington’s Web site at http://www.arlingtonma.gov/Public_Documents/ArlingtonMA_Assessor/2007AssessorsReport.pdf (“Arlington Report”),
 Arlington’s proportion of commercial property ownership is 4%, very similar to Reading’s 7% proportion.  See Arlington Report, p. 9.

Arlington, Belmont, Concord, Wellesley, Weston, and Wayland – like North Reading
 – all share an important characteristic with Reading that favors retaining a uniform property tax rate; besides being picturesque and in the Route 128 area, each Town has a very small proportion of commercial property ownership.  These Towns recognize – and in the case of Concord and Wellesley, expressly recognize – that splitting the property tax rate will cause a small number of commercial property owners to shoulder a severe tax burden that would at best marginally benefit residential property owners.  These Towns have accordingly rejected splitting their property tax rates, and Reading should as well.
Nonetheless, certain proponents of splitting Reading’s property tax rate have pointed to other area municipalities with split rates, such as Woburn and Burlington, and suggested that since these municipalities adopted split rates and appear to be doing fine – i.e., they have well-recognized business activity – Reading should not be deterred from splitting its tax rate, particularly since two other towns with small proportions of commercial property ownership (Lexington and Lynnfield, each with 7% proportions nearly identical to Reading’s proportion) currently split their respective property tax rates.  We respectfully differ on this point.
Towns like Woburn and Burlington – unlike Reading – have a substantial number of large commercial and industrial entities, not to mention many “box” stores whose development in Reading is typically not as favored as it is in a number of surrounding communities.  Further, these municipalities have much larger proportions of commercial property ownership; indeed, Woburn and Burlington’s proportions of commercial property ownership are each roughly 30%, more than four (4) times Reading’s corresponding proportion of 7%.  Accordingly, comparing Reading to Woburn and Burlington is not meaningful.

Additionally, even if we agree for argument’s sake that these municipalities are doing fine, we submit that, in light of what Concord experienced as set forth above, there may have been a drop, however small, in commercial property ownership following adoption of split rates, with a negative effect, however small, on those municipalities’ economies.  We do not want Reading to experience what Concord experienced – which caused Concord to revert to a uniform rate.
Further, Lexington and Lynnfield are each unlike Reading, and comparisons to those towns are not helpful.  Lynnfield – like Saugus, another split-rate municipality – contains a portion of Route 1, a well-known, well-developed commercial roadway with a number of significant businesses in each direction perhaps willing to trade higher property taxes for the visibility afforded by that highway; Reading does not have comparable development.  Further, Lexington has major office park development – e.g., Ledgemont Center – with many national and international companies; Reading does not have comparable office park development. 

In sum, we believe that Reading’s looks and demographics follow those of Concord, Belmont, Arlington, Wellesley, Weston, and Wayland much more than they follow those of Woburn, Saugus, and Burlington.  We accordingly urge the Selectmen to stay true to those looks and demographics, and avoid the hard lesson learned by Concord, by retaining a uniform property tax in Reading. 
D.
MAINTAINING A UNIFORM PROPERTY TAX RATE OFFERS A COMPETITIVE ADVANTAGE TO RETAINING AND ATTRACTING BUSINESSES IN READING.
Proponents of differential property tax rates point to surrounding communities that have enacted differential rates, such as Woburn, Saugus, and Burlington, and suggest that since these towns/cities have adopted split rates and appear to be doing okay, Reading should adopt differential tax rates as well.  We respectfully differ, as the surrounding communities’ split tax rates favor keeping the Town’s uniform tax rate.


By maintaining a uniform property tax rate in a region with many split-tax communities, Reading offers a competitive and nearly-unique advantage to attracting businesses to the town.  A business that is contemplating a start or relocation in the Route 128 region will be more likely to choose Reading if the town maintains a uniform tax rate instead of a split rate.  Furthermore, such a business that is choosing between a Reading location and a location in a split-rate community will be more likely to choose Reading if other factors are otherwise equal.


Keeping this competitive advantage is particularly crucial since some neighboring communities, such as North Reading, maintain a uniform tax rate, and are therefore positioned to leverage this advantage – and thereby attract businesses away from Reading – if the Town splits the property tax rate.

The Board of Selectmen can maintain Reading’s competitive advantage by voting to retain the Town’s system of uniform property taxation, and we respectfully urge the Board of Selectmen to reject split property tax rates in Town.

IV.
Conclusion: Since Split Tax Rates Would Significantly and Disproportionately Burden Reading’s Small Proportion of Commercial Property Owners and Businesses to Create Negligible Residential Tax Savings That Would Be Offset By the Higher Costs of Goods and Services Resulting from the Higher Tax Burdens on Businesses, Which Would Harm Economic Activity, Charitable Giving, and Job Creation in Reading, We Urge the Selectmen to Retain a Uniform Property Tax Rate.

The debate over whether to enact split property tax rates is much more than a difference over the significance of particular statistics.  Indeed, the debate strikes at the heart of how the citizens view their Town and its business community, and the result of the debate has significant implications for Reading, its citizens, and its economy – not to mention its looks and demographics.

While we differ strongly with the majority of the Committee over whether Reading should split its property tax rate, we do so respectfully, and we, and our respective constituencies, look forward to a vibrant, civil discourse over the next few months, as the Board of Selectmen, the business community, and the citizens of Reading assess whether the Town should split its property tax rate.

We thank the Board of Selectmen for the opportunity to serve on the Committee, and for the Board’s consideration of our many points in opposition to a split tax rate.  We also appreciate the invaluable assistance of Assistant Town Manager Bob LeLacheur and Town Appraiser Dave Billard in furnishing time and information to the Committee in the course of the Committee’s analysis and deliberations.  

In closing, we respectfully urge the Board of Selectmen to maintain a uniform property tax rate in Reading – for the good of all the citizens in Town.
� For ease of reference, the term “commercial” shall refer collectively to all property deemed commercial, industrial, and personal (“CIP”), the three kinds of property that would be subject to a higher rate of property taxation should the Board of Selectmen classify the Town’s property tax rate.


� As explained below, tax classification would significantly harm commercial property owners and the businesses that rent from them because commercial leases typically require tenants to pay all, or a prorated portion, of the owner’s property taxes.


� We do NOT contend that there is an absence of financial risk attendant to the purchase or ownership of residential property.  Rather, we contend that there is a greater financial risk to purchasing or owning commercial property in comparison to residential property.


� We do NOT contend that there is an absence of liability risk attendant to the purchase or ownership of residential property.  Rather, we contend that there is a greater liability risk to purchasing or owning commercial property in comparison to residential property.


� This information was furnished to the Committee by the Reading Assessor’s Office.


� In this part of the report, the name Starbucks is intended to be synonymous with the names of the relatively few large companies that have locations in Reading, in comparison to the larger number of small businesses in Town.  


�In an online article available at � HYPERLINK "http://money.cnn.com/magazines/fortune/fortune500/2007/states/WA.html" ��http://money.cnn.com/magazines/fortune/fortune500/2007/states/WA.html�, Starbucks’ annual revenues are reported at just over $7.7 billion.


� A hard copy of the Concord Report will be distributed to the Board of Selectmen when the Board receives the Committee’s report.


� A hard copy of the Duxbury Report will be distributed to the Board of Selectmen when the Board receives the Committee’s report.





� According to information furnished to the Committee, approximately 110 communities in Massachusetts have adopted differential property tax rates.  Since there are 351 communities in the Commonwealth, 241 communities – slightly more than two out of every three – maintain uniform property tax rates.


� A hard copy of the Wellesley Report will be distributed to the Board of Selectmen when the Board receives the Committee’s report.





� A hard copy of the Arlington Report will be distributed to the Board of Selectmen when the Board receives the Committee’s report.


� North Reading has a uniform property tax rate.
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