The Town of Dedham Payment In Lieu of Tax (PILOT) Policy

Overview

The Town of Dedhamis home to and welcomes a diverse mix of property owners: residential,
commercial, governmental, and non-profit charitable and educational. The Town’s non-
profit sector both contributes to and benefits from the Town’s overall quality of life. The
Town provides a variety of critical services to all segments of the community, whether they
areresidents, businesses, or non-profit organizations. While these services provide benefits
to all, funding for town departments and services relies heavily on property tax revenues.

The current makeup of the Town’s property values based on land use is approximately 87%
taxable and 13% non-taxable. This occurs when properties are owned by government
institutions or non-profit organizations such as charitable nonprofits, religious organizations,
private universities, and non-profit hospitals. In Dedham, the largest share of the non-
taxable land is owned by private secondary and higher educational institutions, the Town of
Dedham, and government entities such as Norfolk County, the Dedham Housing Authority,
and the Commonwealth of Massachusetts.

It is a primary goal of the Town to have the cost burden of providing services borne by and
shared among all residents, taxpayers, commercial entities and non-profit institutions, to
the extent possible and reasonable. In order to maintain a fair balance between the cost of
town services and payment for those services, the Town has developed a policy to address
the need for a payment-in-lieu-of-tax (PILOT) program.

A PILOT program is a financial arrangement where a tax exempt entity makes a voluntary
payment to a local government. These agreements are tools used to address situations
where a property is exempt from taxation but still receives benefits from police, fire, or
public works services.

Policy

Dedham recognizes that non-profit organizations contribute directly to the quality of life
within the community and welcomes them to the town. To maintain the financial health of
the community and continue to provide a range of quality services, the Town must preserve
its existing tax base and expand that revenue source where reasonably possible.

M.G.L. Chapter 59 section 5 enables the granting of tax-exempt status to certain non-profit
organizations. Once an organization is granted an exemption, the Town cannot legally
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require that organization to pay a property tax or bind that organization to give up the rights
to these legal exemptions. Therefore:

e The Town will seek voluntary PILOT Agreements with all tax-exempt institutions
within the community that own real property, or that rent real property from the Town
(pursuant to MGL Chapter 59 section 5, sub-section 2B);

e PILOT Agreements should be established on the basis that the non-profit
organization’s payment amount is equal to the percentage of tax levy that supports
the critical services of the Town’s Police, Fire, Dispatch, and Public Works operations.
The Town has determined that this share is equal to approximately 25% of the full
levy;

e Tax-exemptinstitutions enteringinto the PILOT agreement with the Town would agree
to pay an amount equal to twenty-five percent (25%) of the amount that would
normally be paid in property taxes for the properties if the properties were not exempt
from taxation. Such amounts would be calculated using the official town annual
assessed values of the Properties at the tax rate applicable to each parcel available
at the time of payment.

e Churches, religious rectories, government property, veteran organizations, and
cemeteries will not be included in the PILOT Program.

e In the event that a non-profit organization enters into a voluntary PILOT Agreement,
the Town may offer to phase in the impact over a period of time. The Town expects to
negotiate PILOT agreements, whereby once the payment target is reached, the
paymentwill annually increase by an escalation factor generally equal to the average
historic growth in annual tax levy;

e APILOT Agreement will remain in force for the entire tenure of its contractual term as
long as the use and value established in the PILOT Agreement have not changed.

o In the event that a non-profit organization acquires property and plans new
construction or substantial reconstruction, the eligibility for tax exemption
cannot be determined until the construction is completed and eligible exempt
useisdetermined. The exemption would then be applied to the next fiscal year.

o In the case of a significant physical change in the property resulting in a
change in the property’s fair market value that occurs after a PILOT Agreement
has been established, the Town will adjust the PILOT Agreement to include a
phased in change of the payment on the addition, perthe agreement or per an
agreed upon schedule.

o In the event that there is a change in the use of property under a PILOT
Agreement, the Town may review the eligibility of the exemption, and the
terms and conditions of the PILOT Agreement and propose such changes as
may be needed to reflect the change in the value of the property.
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e Inthe eventthat the non-profit gives up ownership of the parcel, the parcel will revert
back to a taxable status.

e In the event that a non-profit organization purchases a parcel from a non-profit
organization that has agreed to a PILOT Agreement, the parcel will revert back to a
taxable status, pending submission of the State Tax Form #3ABC and the completion
of a PILOT Agreement with the new owner.

e APILOT Agreement does not replace the requirement that each organization seeking
property tax exemption must file a Return of Property Held for Charitable Purposes
form (State Tax Form #3ABC) with the Board of Assessors on or before March first of
each year.

Community Service Credit

As stated earlier, the non-profit sector contributes significantly to the Town’s vibrancy and
the Dedham’s PILOT Program must and does recognize that in the form of a Community
Services Credit. Up to 50% credit will be applied against annual PILOT payments for
community services that directly benefit town residents or supports the Town's mission and

priorities. Each year, participating tax-exempt property owners may submit a Community
Service Credit Worksheet (Addendum A) to the Town outlining their various community
service investments whether programmatic or the donation of goods and services to Town
agencies. These community services must be quantifiable, well documented, and
differentiated from broader economic or employment benefits provided by taxable and non-
taxable institutions alike.
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Addendum A
Community Service Credit Worksheet

Institution Name:

Fiscal Year:
. o Cash, In- .
Brief Program Contribution . 1-time or .
Program Name o Kind, or . Who is Served?®
Description Amount ($) Both' Ongoing?
o

1. Does the institution's support for the program include a cash outlay, non-cash contributions
(ex: use of property, equipment, supplies, etc.), or a mixture of the two? If a mixture, please
provide the approximate % of cash vs. in-kind.

2. Is the program a one-time expenditure by the institution or is it part of a multi-year
commitment? If multi-year, please indicate the length of the commitment.

3. Who is the target beneficiary of the program (ex: Dedham homebound seniors)?
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