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December 17, 2010

The Honorable Thomas M. Menino
Boston City Hall

One City Hall Square

Boston, MA 02201

Dear Mr. Mayor:

On behalf of the PILOT Task Force, I am submitting herewith our Final Report setting forth
our unanimous recommendations for the City of Boston’s PILOT Program.

This Final Report is the product of numerous public meetings held by the Task Force
since our appointment by you in January 2009. Our meetings covered a wide range of issues
associated with the PILOT Program. Many individuals and organizations participated in our
review and provided us with helpful and important information.

The Task Force concluded that the core principles of a fair and balanced PILOT Program
are transparency and consistency. We recommend that the following elements be incorporated in
the program:

e PILOT Program Should Remain Voluntary

e PILOT Program Should be Applied to All Non-Profit Groups — with exemption
for Small Non-Profits

e PILOT Contributions Should be Based on Value of Real Estate

e Community Benefits Should Be Recognized and Qualify as PILOT Credit.

e Program Should be Phased In

The attached Final Report sets forth our specific recommendations on each of these
elements. We appreciate the opportunity to work on this important project.

Sincerely,

A P

Stephen W. Kidder, Chairman
Mayor’s PILOT Task Force

Enclosure
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Introduction

Boston is home to many of the nation’s finest
educational, medical, and cultural institutions.
Their reputation alone attracts students, patients,
and patrons respectively from all over the world.
While the benefits offered by the institutions are
often extraordinary, their direct benefit to
Boston residents is at times less clear.

Since the early days of the Commonwealth, the
Massachusetts legislature sought to protect the
future of charitable organizations by crafting
laws that allowed nonprofits to gain property tax
exemptions on land used for their charitable
mission. While these institutions welcome
people from all over the globe, it is the Boston
taxpayers who bear the burden of providing the
tax subsidy. As tax-exempt institutions continue
to expand, even in these challenging fiscal times,
Boston taxpayers are forced to provide the
necessary revenue to meet growing City service
needs.

Boston’s Fiscal Realities

“Boston Bound”, a 2007 report issued by the
Boston Foundation, detailed the extent of
Boston’s legal constraints in generating local
revenue as compared to other major US cities'.
In particular, these constraints have created an
over-reliance on property tax revenue to meet
budgetary goals and have severely hindered the
City’s ability to ensure its financial future.

The Municipal Finance Task Force, a group
created by the Metro Mayors Coalition to study
Massachusetts municipal finance trends, issued a
similar report in 2005 which examined, among
several areas, the substantial city and town

'Frug, Gerald E. & David Barron. "Boston Bound: A Comparison
of Boston's Legal Powers with Those of Six Other Major
American Cities", The Boston Foundation, 2007.

reliance on property taxes®. Specifically, the
report noted the legal limits placed on cities and
towns to raise local revenue, and how these
limitations have increased the burden on
taxpayers to fund municipal budgets.

Boston faces a number of fiscal challenges in
achieving its budgetary goals:

Over-Reliance on Property Tax Revenue.
Massachusetts cities and towns are overly reliant
on property tax revenue to fund their budgets
due to legal limitations on local revenue
generation. In Boston, Property tax revenue is
expected to be 64% of the City’s fiscal year
2011 Budget (see chart below)’.

Fiscal Year 2011
Estimated Revenue

Property Tax
64%

PILOTs
1%

Excises
4%
*Includes budgeted revenue for Licenses & Permits,
Interest, and Reserves.

Proposition 2%. Enacted in 1982, “Prop 2)%”
limits the year-to-year growth of the tax base to
2.5% over the prior year. With the ever-
increasing demand for City services, Proposition
2% limits how much property tax revenue can be

?“Local Communities at Risk: Revisiting the Fiscal Partnership
between the Commonwealth and Cities and Towns,” Municipal
Finance Task Force, 2005.

? City of Boston Office of Budget Management, 2010.
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obtained from the tax base to meet these needs.

Cuts in State Aid. The difficult economic times
have led to financial cutbacks at the state level.
For Boston, it means that the level of state aid
has been significantly reduced (see page 6).
From fiscal year 2002 to 2010, state aid
decreased $156 million from $428 million to
$272 million. In fiscal year 2011, state aid is
expected to decrease further to $251 million®.

Net State Aid: FY02 - FY11
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These challenges are heightened by the fact that
52% of the City’s land is exempt from property
taxation. Property tax revenue from the
remaining 48% of City land must be relied upon
to fund the City’s budget and maintain service
levels for all property owners — taxable and tax-
exempt alike. A large portion of the 52% of
tax-exempt land is owned by the City, state,
and federal government. However, educational,
medical, and cultural institutions comprise a
significant amount of the total value of all
tax-exempt property in the City.

Tax-Exempt Property

In Fall 2007, the City’s Assessing Department
conducted a thorough valuation of the tax-
exempt properties belonging to the major
educational and medical institutions. The results
of this project were captured in the Assessing

4 City of Boston Office of Budget Management, 2010.

Department’s report “Exempt Property Analysis:

Educational and Medical Institutions™.

The 16 major colleges and universities in Boston
that were profiled in this report totaled $7.0
billion in property value. The 12 profiled
hospitals totaled $5.7 billion in property value.
If taxed at the commercial rate in fiscal year
2009, these institutions combined would have
generated $345.0 million. By comparison, the
commercial sector generated $764.5 million in
the same period®.

Property tax revenue is a critical portion of the
City’s operating budget, as these funds help to
maintain essential service levels (e.g. police
protection, fire protection, and snow removal).
These services are provided to both taxable and
tax-exempt properties, yet it is the taxable
property owners alone who must bear the cost of
funding these services. The City’s Payment in
Lieu of Tax (PILOT) Program was created to
help offset some of this burden by collecting
voluntary payments from tax-exempt
institutions.

Payment in Lieu of Tax (PILOT) Program

Boston’s PILOT program includes voluntary
annual payments from many of the City’s major
tax-exempt hospitals, colleges, and cultural
institutions. In fiscal year 2010, the program
yielded approximately $34 million (Table 1).

PILOT contributors include Boston University,
Harvard University, Massachusetts General
Hospital, Beth Israel Deaconess Hospital, and
several others. Contributions from the
cultural/other sector include the Museum of Fine
Arts and the Boston Symphony Orchestra.
Additionally, the City receives a little more than
half of their PILOT revenue from the
Massachusetts Port Authority (“Massport”),
which contributed $16.6 million in fiscal year
2010.

5 “Exempt Property Analysis: Educational & Medical Institutions,”
City of Boston Assessing Department, 2009.

¢ “Property Tax Facts & Figures,” City of Boston Assessing
Department, 2009.
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Table 1. FY 2010 PILOT Contributions’.

Educational Institutions FY10 PILOT
Berklee College of Music $359,271
Boston College $289,531
Boston University $4,980,168
Emerson College $137,917
Harvard University $2,049,849
MA College of Pharmacy $225,491
New England Law Boston $13,125
Northeastern University $30,571
Showa Institute $119,684
Simmons College $15,000
Suffolk University $371,294
Tufts University $151,673
Wentworth Institute of Tech $40,237
TOTAL $8,783,631
Medical Institutions FY10 PILOT
Beth Israel Deaconess Med Ctr $167,000
Boston Medical Center $220,558
Brigham & Women’s Hospital $1,668,947
Caritas St. Elizabeth’s Hospital $32,772
Children’s Hospital $250,000
Dana Farber Cancer Institute $129,614
MA Bio-Medical Research Corp $816,106
Mass General Hospital $2,195,105
Spaulding Rehab Hospital $76,739
Tufts Medical Center $2,287,300
TOTAL $7,844,141
Cultural/Other Institutions FY10 PILOT
Bay Cove Human Services $14,704
Boston Symphony Orchestra $110,172
Bostonian Foundation $24.736
David Ramsey VFW $598
Domicilia $4,932
Harvard Vanguard $286,359
Massport $16,616,072
MASCO $130,082
Mental Health Programs $43,710
Museum of Fine Arts $99,400
Noble Schoolhouse $16,007
North End Nursing Home $56,000
Trimount Foundation $17.884
TOTAL $17,420,656

7 City of Boston Assessing Department, 2010.

PILOT Recap FY10 PILOT
Educational Institutions $8,783,631
Medical Institutions $7,844,141
Cultural/Other Institutions $17,420,656
TOTAL $34,048,428

The program, which generates more in PILOT
funds than any other PILOT program in the US,
is looked upon as a model for cities looking to
negotiate with tax-exempt institutions for
voluntary payments. Yet Boston’s PILOT
program has been criticized for lacking fairness
and consistency, and PILOT revenue still
constitutes only 1% of the City’s operating
budget.

Payments are not made according to the amount
of tax-exempt property owned by each
institution, nor are the payments correlated with
the institution’s consumption of City services.
The uneven nature of the payments has meant
that few institutions are carrying the weight of
many at a time when the City needs a fair and
consistently executed PILOT program to
maintain its fiscal health. All of these factors
led Mayor Menino to create the Mayor’s PILOT
Task Force.

Mayor’s PILOT Task Force

Mayor Thomas Menino created the PILOT Task
Force to examine the critical role of the public-
private partnership that exists between the City
and its institutions. As currently constituted,
and given the strain on local revenue, the PILOT
Program falls short of yielding the funds needed
to continue to provide nonprofits with the high
level of City services to which they’ve grown
accustomed.

The Task Force was asked to make
recommendations for a more equitable and
consistent PILOT program, strengthening the
partnership between Boston and its nonprofit
institutions.

Mayor’s PILOT Task Force: Final Report & Recommendations
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Task Force Overview

Description of Task Force & Goals

In January 2009, Boston Mayor Thomas Menino
created a Task Force to examine the relationship
between the City and its tax-exempt institutions,
specifically the major educational and medical
institutions. Many of these tax exempt, land-
owning institutions make a voluntary payment-
in-lieu-of taxes (“PILOT”) to the City to help
offset their consumption of essential City
services (i.e. police protection, fire protection,
snow removal). However, the PILOT
contribution amounts vary considerably between
the institutions.

The Task Force was responsible for reviewing
the current PILOT system, as well as the wide
range of community benefits provided by the
institutions, and was asked to make
recommendations to strengthen the partnership
between Boston and its tax-exempt institutions.
The following were the PILOT Task Force’s
primary objectives:

B Set a standard level of contributions
— in programs and payments - to be
met by all major tax-exempt land
owners in Boston.

® Develop a methodology for valuing
community partnerships made by
tax-exempt institutions.

" Propose a structure for a
consolidated program and payment
negotiation system, which would
allow the City and its tax-exempt
institutions to structure longer term,
sustainable partnerships focused on
improving services for Boston’s
residents.

B (larify the costs associated with
providing City services to tax-
exempt institutions.

Task Force Members

Stephen Kidder, Attorney, Hemenway & Barnes
LLP (Chairman of Task Force)

Dr. Robert Brown, President, Boston University

Dr. Zorica Pantic, President, Wentworth Institute
of Technology

Patricia McGovern, General Counsel & Senior VP
for Corporate and Community Affairs, Beth Israel
Deaconess Medical Center

Dr. Thomas Glynn, Chief Operating Officer,
Partners HealthCare, Inc.

Stephen Murphy, Councillor-at-Large,
Boston City Council

James D. Gallagher, Executive VP of
Communications, Government and Community
Relations, John Hancock Financial

Thomas Nee, President, Boston Police Patrolman’s
Union

Gail Latimore, Executive Director, Codman Square
Neiahborhood Develonoment Corp.

" [f necessary, provide recommendations
on legislative changes needed at the
City or State level.

Task Force Process Overview

The Task Force met on a regular basis during the
fifteen month period from February 2009
through April 2010. The meetings were open to
the public and, with the exception of the one
meeting that was a public hearing, were held in a
large conference room in Boston City Hall.

In April 2009, the Task Force held a public
hearing at the Boston Public Library in order to
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allow comments from all interested citizens and
organizations.

The Task Force meetings covered a wide range
of issues associated with the PILOT program. In
addition to reviewing the current program, the
Task Force received a legal analysis of the tax
exemption for charitable organizations from the
state Attorney General’s Office; reviewed
PILOT programs in cities and towns across the
country; solicited and reviewed information
concerning community benefits provided by the
four largest hospitals and four largest
colleges/universities in Boston; and reviewed
information concerning the cost of public safety
and public highway/works assistance provided
by the City to charitable organizations.

Based on a review of this information, the Task
Force concluded that the core principles of a fair
and balanced PILOT program are transparency
and consistency. At its meeting on April 12,
2010, the Task Force unanimously adopted a
recommendation for a PILOT program
incorporating the following core principles:

® PILOT Program should remain
voluntary

® PILOT Program should be applied to
all non-profit groups — with
exemption for small non-profits

" PILOT contributions should be based
on value of real estate

®  Community benefits should be
recognized and qualify as PILOT
credit

®  Program should be phased in

The detailed recommendations are set forth in
the next section of this report.

Mayor’s PILOT Task Force: Final Report & Recommendations
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Task Force Recommendations

The Mayor’s PILOT Task Force unanimously
adopted the following recommendations:

PILOT Program Should Remain Voluntary

Consideration was given to seeking a statutory
mechanism to require PILOT payments and
ensure more uniform participation. The Task
Force believes that any attempt to impose a legal
or statutory requirement would face significant
opposition and runs counter to the spirit of
partnership between the City and its institutions
that a successful PILOT program would provide.
As a result, while the Task Force will seek to
encourage broad and uniform participation in the
PILOT process, it believes that the PILOT
program should remain voluntary.

PILOT Program Should be Applied to All
Nonprofit Groups

The Task Force believes that all non-profit
institutions should participate in the PILOT
program. While significant focus has been
placed on the City’s medical and educational
institutions, the City’s museums, cultural
facilities, and other significant non-profits share
a similar interest in the City.

However, while broad participation is essential
to the program’s success, the Task Force has
determined that an exception should be made for
smaller non-profits which may lack the
resources to fully engage in the PILOT process.
Normally, a threshold of $15 million in assessed
value would meet this goal.

Determining PILOT Payments

PILOT contributions should be based on the
value of real estate owned by an institution.
This approach both reflects the size and quality

of the institution’s real estate holdings and is
consistent with the approach taken for taxable
properties. Given the institution’s tax exempt
status, a PILOT formula should provide a
discount relative to the amount the property
would yield if it were fully taxable. Previously,
the PILOT program considered the amount that
police, fire, snow removal, and other essential
services represented as a percentage of the City
budget. This amount has remained at
approximately 25% of the City’s budget over
many years. The Task Force believes that a
PILOT payment at this level is appropriate.

In consideration of the City’s smaller nonprofits
previously mentioned, all participating
institutions should receive an exemption for the
first $15 million in tax-exempt assessed value.
This provision would eliminate the PILOT
requirement for the smaller institutions, while
mitigating the financial impact of PILOT
payments on institutions just beyond this
threshold.

Importance of Community Benefits

The Task Force strongly believes that
community benefits are an important aspect of
an institution’s contribution to the City. As
such, the group spent considerable time
reviewing the community benefit submissions
by the major colleges and hospitals. After
carefully reviewing these programs and
initiatives, the Task Force established the
following guidelines for community benefits:

o Directly benefit City of Boston residents.

o Support the City’s mission and priorities
(i.e. the City would support such an
initiative in its budget if the institution
did not provide it).
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o Emphasize ways in which the City and
the institution can collaborate to address
shared goals.

o Services should be quantifiable.

o The City must be consistent and
transparent in its approach so that
institutions can plan appropriately.

The City must be aware that increasing an
institution’s PILOT commitment may have
unintended consequences — an institution may
have to scale back community commitments
and/or reduce staff to meet the expected PILOT
level. As aresult, a PILOT calculation should
include a credit for community benefits offered
by the institution. Recognizing that a balance
must be struck between the City’s need for
revenue as well as services, the Task Force
recommends that a credit for Community
Services should generally be limited to 50%

of full PILOT payment. In cases where the
City and an institution identify exceptional or
extraordinary opportunities to provide services,
the 50% cap may be exceeded.

Phase-in Period

While the payments currently made by some
institutions approach the levels indicated by the
program levels recommended above, most
institutions fall below the recommended
amounts. Institutions will require time to make
the necessary adjustments in their budget and
financial plans to accommodate increased
PILOT amounts. To ensure a smooth transition,
the Task Force recommends that the new
formula be phased in over a time period of not
less than 5 years.

Property Tax Credit

Institutions should receive a credit on their
PILOT in the amount of real estate taxes paid on
properties that would ordinarily qualify for a tax
exemption based on use.

Mayor’s PILOT Task Force: Final Report & Recommendations
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Task Force Meeting Summaries

What follows is a summary of each meeting of
the PILOT Task Force. This includes a subject
review of each meeting. Meeting minutes (see
Appendix A) and handouts are attached as
appendices. All of the attached information is
also available to the public at
www.cityofboston.gov/pilot.

First Meeting - February 9, 2009

At the first Task Force meeting on February 9,
2009, Chairman Steve Kidder outlined the goals
of the Task Force and determined that the group
would meet on a monthly basis. The goals of the
Task Force were identified as the following:

1. Set a standard level of contributions — in
programs and payments — to be met by all
major nonprofit land holders in Boston.

2. Develop a standard methodology for
valuing the community partnerships made
by tax-exempt institutions.

3. Propose a structure for a consolidated
program and payment negotiation system,
which will allow the City and its tax-
exempt institutions to structure longer
term, sustainable partnerships focused on
improving services for Boston’s
residents.

4. Clarify the costs associated with
providing City services to tax-exempt
institutions.

5. Ifnecessary, provide recommendations
on legislative changes needed at the City
of state level.

Additionally, City of Boston representatives
Ronald Rakow, Commissioner of Assessing, and
Lisa Signori, Director of Administration and
Finance, made a presentation to the Task Force

on the PILOT program and the current state of
municipal finances. The City also presented tax-
exempt property data for the major colleges and
hospitals, showing what each would pay if their
tax-exempt property were taxable. This data was
used to compare what the City is currently
getting in PILOT payments to what the City
would receive if major colleges and hospitals
were fully taxed on their real estate (see
Appendix B).

The Task Force members posed general
questions about the PILOT program, which
institutions are identified for PILOT agreements,
and what constitutes charitable or tax-exempt
usage in order to secure a tax exemption on a
particular property. Task Force members
specifically asked whether all tax-exempt
institutions would be included in the review,
with several members making the point that it
was important for the City to be consistent in its
treatment of all such institutions. The City
representatives answered these questions, and
also promised more information for the next
Task Force meeting.

Second Meeting - March 27, 2009

The Task Force held their second meeting on
March 27, 2009. In the March meeting, Eric
Carriker from the Massachusetts Attorney
General’s Office presented a legal overview of
charitable organizations. Mr. Carriker focused
on what an organization must do to be
considered charitable under state law and noted
that by statute organizations that qualify as
charitable are exempt from real estate taxes.

In the second half of the meeting, the City
presented data on other major land-owning tax-
exempt organizations outside of the college or
medical sector. This included the likes of the

Mayor’s PILOT Task Force: Final Report & Recommendations



Museum of Fine Arts, Boston College High
School, and the New England Conservatory (see
Appendix C). Finally, the City presented data
on how much each major college and hospital
paid in real estate taxes in Fiscal Year 2009 (see
Appendix D).

At this meeting, the Task Force determined that
it would like to seek further information from
the largest 4 colleges and hospitals concerning
the range of community benefits provided by
such institutions. As a result, the Task Force
decided to send a letter requesting that each of
these institutions submit a report detailing the
community benefits they provide. The Task
Force also decided at this meeting to hold a
public hearing in order to seek input from any
members of the community concerning the
PILOT program.

Third Meeting (Public Hearing) -
April 27, 2009

The third Task Force meeting was a public
hearing to allow members of the community to
share their feedback on the PILOT program and
the City’s relationship with its tax-exempt
institutions. The public hearing was held on
April 27, 2009, at 6pm at the Boston Public
Library.

Boston residents and other interested
organization representatives attended the hearing
and provided testimony. Those who testified
shared their thoughts and/or opinions on the
current PILOT program, other services/benefits
provided by the institutions outside of the
PILOT payments, and what can be done to
maximize the partnership between the City and
its tax-exempt institutions (see the minutes from
the hearing contained in Appendix A for more
information).

Fourth Meeting - June 11, 2009

At the fourth meeting, the Task Force reviewed
the reports submitted in response to the Task
Force’s request for information on community
benefits provided by the 4 largest colleges and
hospitals. These institutions included Boston
University, Boston College, Northeastern
University, Harvard University, Massachusetts

General Hospital, Brigham and Women’s
Hospital, Beth Israel Deaconess Hospital, and
Children’s Hospital. All of the institutions
complied by the submission deadline, and the
reports were distributed to the Task Force
members in time for the June meeting (see
Appendix E).

The fourth Task Force meeting was held on June
11, 2009. Representatives from the City of
Boston made a presentation to the Task Force on
the contents of the community benefits
submissions (see Appendix F). The presentation
set forth various categories of benefits, including
the following:

Contributions to PILOT Program
e PILOT Payments

Other Cash Transfers
o Real Estate Taxes
e Linkage Payments
e Permits, Inspection Fees
Employment/Economic Impact Benefits
e Student Spending
e Salaries Paid to Employees &
Multiplier Effect Across Economy
e Construction Costs
e Purchase of Goods, Services
o Grants Received / Outside Money
Leveraged

Participation in City Initiatives
o Scholarships
e Summer Job Creation / Youth
Employment
e Step Up Initiative
e Mayor’s Health Disparities Initiative

Provision of Public Services
¢ Snow Removal / Street Cleaning
e Construction / Maintenance of a
Public Facility
e Public Use of Facilities

Policy Based Collaborations
¢ Public/Community Health Initiatives
o Partnerships with Local Schools
e Job Training Initiatives

Mayor’s PILOT Task Force: Final Report & Recommendations
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Medical Care
e Operating Support for Community
Health Clinics
o Free Care (Safety Net Care)
e Unreimbursed Medicare or Medicaid

‘Good Neighbor’ Activities
e Volunteer Efforts of
Students/Employees
e Donations to Neighborhood Assns. /
Main Streets
e Corporate Leadership, Sponsorships

Other Efforts
¢ Housing Initiatives / Neighborhood
Development
e Cultural Programs (e.g. Arts
Initiatives, etc.)
e Outreach Programs or Community
Education

The Task Force discussed these benefits at
length. Several Task Force members noted that
all the benefits that were identified were
extremely important but questioned whether
they would qualify as PILOT contributions. In
that regard, it was pointed out that many of the
benefits were general in nature and did not
provide direct assistance or value to Boston
residents. As a result, Task Force members
thought there should be a way to recognize the
value of such benefits but did not believe they
should qualify as PILOT contributions.

The Task Force then discussed what benefits
should qualify as PILOT contributions and
identified the following criteria as important:

1. The services need to directly benefit City
of Boston residents.

2. The services should support the City’s
mission and priorities with the idea in
mind that the City would support such an
initiative in its budget if the institution
did not provide it.

3. The services should emphasize ways in
which the City and the institution can
collaborate to address shared goals.

4. The services should be quantifiable.

5. The City must be consistent and
transparent in its approach so that
institutions can plan appropriately.

Based on these discussions, the Task Force
concluded that the following categories of
community benefits should be considered: Cash
Contributions to PILOT Program, Participation
in City Initiatives, Provision of Public Services,
and Policy-Based Collaborations. Generally
speaking, those services that are “above and
beyond” the tax-exempt organization’s business
model should be considered for PILOT credits.

The Task Force members were very clear in
concluding that in order for this process to work
well, institutions would need to be able to
understand the City’s priorities. In order to offer
community benefits that best serve the needs of
Boston residents, institutions need to know
which services are of most value to the City. It
was generally agreed that the institutions and the
City should work more closely together in order
to focus PILOT credits on those services that
best serve the local community. While the
programs or “vehicles” intended to address
various resident needs might change from year
to year, the areas/categories of need will not. It
is these areas/categories that the institutions
must understand to maximize the PILOT
partnership between the City and the tax-exempt
institutions.

Fifth Meeting - July 20, 2009

The fifth Task Force meeting took place on July
20, 2009. The Task Force continued their
discussion on the institutions’ community
benefits that are most appropriate for PILOT
credits. Specifically, the focus of the meeting
was on identifying City priorities and how
institutions can best meet the City’s long-term
policy-based collaboration goals. The
areas/categories of City needs, as indicated in a
City presentation (see Appendix G), included the
following:

o Closing the Achievement Gap
e Reducing Violent Crime

e Increasing Workforce Housing
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e Improving City Services

e Creating New Jobs

e Narrowing Health Disparities

e Increasing Diversity in Government

¢ Growing Revenue

On the institution side, the Task Force felt that
timing would be an important factor in
developing a consistent and workable
community program. The primary City
initiatives are laid out in the Mayor’s State of the
City address in January. There would have to be
enough time for an institution to establish a
commitment to a community-oriented program
in order to be reflected in the proposed City
budget in April. A suggested solution was to
initiate programming discussions in the month
of September prior to the State of the City
address, with the financial contribution being
paid in July.

The Task Force members made note of the fact
that there are many community programs
offered by the institutions that do not receive
PILOT credits and that go unnoticed by the City.
The notion of a community benefit award or
form of recognition from the City for both
nonprofit and for-profit organizations was well
received by the Task Force.

At the conclusion of the discussion on
community benefits, the Task Force members
generally agreed that future programming efforts
should feature methodology that is consistent,
transparent, accepted by the institutions, and
quantifiable. The community programs
themselves should be such that they directly
benefit City of Boston residents, support the
City’s mission, address the highest needs of the
community, and leverage the skills and
capacities of the institutional partners. Lastly,
the institutions’ programming investments
should include only those investments that are
above and beyond the institution’s existing
commitments such as Institutional Master Plan
requirements, Article 80 requirements,
Determination of Need and the like.

Finally, the City made a presentation on PILOT
programs in other cities outside of

Massachusetts (see Appendix G). Examples
included St. Paul, MN, Burlington, VT,
Hanover, NH, New Haven, CT, and Ann Arbor,
MI. The group discussed the PILOT methods
employed in these cities but concluded that
many of these other programs were not directly
relevant because the context in which the
respective programs existed were significantly
different than in Boston.

Sixth Meeting - September 3, 2009

The sixth Task Force meeting took place on
September 3, 2009. In the meeting, Task Force
members began to discuss PILOT payment
methodologies, focusing further on who should
pay PILOTSs and the amount of the payments.
The City shared data with the Task Force
members that showed 3 distinct examples of
PILOT payment calculation methods (see
Appendix H):

e Per unit model: Fixed rate multiplied by
an industry-specific unit of
measurement (ex:, fee per hospital bed,
fee per dorm bed, or fee per admitted
visitor for museums)

e Per square foot model: Fixed rate
multiplied by the square footage of tax-
exempt property owned.

e Tax-exempt property model: PILOT
payment based on a percentage of an
institution’s total tax-exempt property
value.

The Task Force members made several
observations in analyzing these methods. First,
it was noted that the square footage-based model
does not account for variance in property value
between 2 buildings that might be the same size
but differ significantly in age and quality.
Instead, that model would be more appropriate
for addressing the institutions’ consumption of
core City services (police protection, fire
protection, public works) since the City provides
core services to all buildings in Boston,
regardless of their condition. Second, the model
based on the total value of an institution’s tax-
exempt property would appear to be the most
fair and equitable PILOT methodology for all
institution types, especially since the payment is
intended to be in lieu of property taxes. Third,
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the PILOT program must sustain the
fundamental relationship between charitable
institutions and the City, continuing to
encourage tax-exempt organizations to offer
resources and services in line with their
applicable charitable missions. To that end, the
City should be aware that a new PILOT payment
structure could overburden some institutions to
the point where their fiscal ability to deliver vital
community services is lessened or eliminated
altogether.

This discussion on PILOT payment calculations
was an introduction to what will be a series of
discussions on this topic in future meetings.

Seventh Meeting - December 18, 2009

The City provided for discussion a conceptual
model of what a PILOT contribution might look
like (see Appendix I). The model featured a
stacked bar chart for a generic institution in an
amount equal to 25% of the tax on exempt
property if taxable at the commercial tax rate.
This 25% level was meant to reflect the portion
of the City’s budget dedicated to basic municipal
services (i.e. fire protection, police protection,
snow removal).

The stacked bar chart displayed 3 portions: a
community benefit credit amount, a credit for
real estate taxes paid on properties used for
institutional purposes that would otherwise
qualify for an exemption based on usage, and the
remaining amount forming the cash PILOT.
The discussion that ensued focused primarily on
the types of programs that might qualify for a
community benefit credit and the lack of a clear
understanding of the costs associated with
administering the community-oriented
programming.

The Task Force, generally-speaking, favored a
PILOT program based on total property value of
tax-exempt property. This approach was
determined to be the most consistent and
transparent way to administer this program, as

it got at an institution’s consumption of City
services. Further, the Task Force believed that
there should be a credit for community benefits,
but that not all programs should qualify. They
pointed to the general categories of community

programs established at prior meetings as a
guideline for determining which community-
oriented programs should trigger a PILOT
credit. Project linkage through the Boston
Redevelopment Authority and taxes paid on
institutional property used for commercial
purposes were examples of expenditures that
would not count toward the community benefit
credit.

Determining which programs should qualify for
a PILOT credit was only one part of the
equation. Task Force members believed that the
specific dollar amounts associated with the
community benefits offered by the institutions
were needed in order to advance this discussion.
In March 2009, the Task Force requested
community benefit information from the top 4
hospitals and colleges based on property value.
While all institutions complied, the submitted
information lacked the specific costs associated
with these programs. A second round of
requests was sent to these institutions to obtain
this data. The results were to be reviewed for
the next meeting.

Eighth Meeting - January 28, 2010

At the eighth meeting of the Mayor’s PILOT
Task Force, board members had the opportunity
to review the cost data associated with
administering each institution’s community
benefits. The members did so with the
following criteria in mind:

e The services need to directly benefit City
of Boston residents.

e The services should support the City’s
mission and priorities with the idea in
mind that the City would support such