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Introduction

The Department of Taxes provides this report as required by Act 175 of 2020, Sec. 4, which states:

On or before February 1, 2021, the Department of Taxes, in consultation with the Vermont 
League of Cities and Towns, the Vermont Municipal Clerks’ and Treasurers’ Association, the 
Vermont Bankers Association, and the Association of Vermont Credit Unions, shall submit to 
the House Committees on Ways and Means and on Government Operations and the Senate 
Committees on Finance and on Government Operations a report studying potential approaches 
to transitioning the responsibility for billing and collecting the statewide education property tax 
from municipalities to the Department.  The report shall include recommended legislation and 
estimates of the fiscal impact of the transition.

An extensive report studying this issue was published in 2011 (per Section 45 of Act 160 of the 2010 
session) and while some of the information about electronic administration is now obsolete, much of the 
report is still relevant. Thus, this report is an attempt to build on and update the 2011 report, focusing 
on specific issues related to the transition that the legislature would need to address if it chose to move 
forward.

The Department has met with the stakeholders listed in the report. Two entities, the Vermont League 
of Cities and Towns (VLCT) and the Vermont Municipal Clerks and Treasurers Association (VMCTA), 
have also provided formal responses. VLCT’s Executive Board issued a statement in support of moving 
forward with the concept of moving billing and collections of the statewide education property tax to 
the Department of Taxes, although support was not universal. Generally, VMCTA membership is not in 
favor of such a transition. VMCTA expressed concerns regarding the complexity and misunderstanding 
some taxpayers may experience as the result of getting two separate bills: municipal (from the local 
jurisdictions) and Education Property Tax (from the State), as well as the erosion of local control and 
increase in tasks taken on by State. Discussions with the Vermont Bankers Association raised concerns 
about escrow, billing cycles, software changes and the creation of two separate bills and billing funding 
streams. In addition, towns rely on revenue generated by holding funds in savings accounts for interest 
(also known as “float”), and penalties and interest on delinquent taxes. 

In considering this transition, the Department recommends that the legislative body consider Vermont’s  
long-standing traditions which support local control. Specifically, in this case, the education property 
tax is only a statewide tax in the sense that the revenue is shared. It is still a local tax because locally-
voted budgets are what determine the tax rates. That important element of local control is not as robust 
as it should be because of the complexity of the overall process, but moving billing to the state would 
erode that connection further. With education taxes on a separate bill, municipal taxes would also likely 
increase, as VLCT noted in its memo.
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Possible Approaches

The Department aims to provide Vermont’s policymakers with a greater understanding of the issues 
raised by a transition to State billing and collection of the education property tax. Any approach to 
making this significant transition needs to start with breaking down the transition into its component 
issues, which the Department tried to do in this report. Each section below discusses each component 
issue that must be taken into consideration when discussing the transfer of responsibilities for billing and 
collection to the Department. Each section also contains a table listing the positive and negative aspects 
(pros and cons) of such a transfer.

It is unlikely that this major shift in tax administration could change in a single piece of legislation or a 
single year, but it is possible that incremental steps could be taken so that a change of this nature could 
be possible in the future. Act 11 of 2018’s special session, which split the calculation of education and 
municipal tax credits and separated the presentation of those two taxes on the bill is a recent example of 
a critical incremental change if billing is going to be eventually managed by the Department. In general, 
changes that standardize billing practices across towns and untangle the complexity of property taxes and 
education funding will enhance the potential of a state-run billing system. 

Some near-term changes that would standardize education property tax billing could include: requiring 
a statewide billing cycle, standardizing the look and format of bills, normalizing property tax exemptions 
for veterans, and establishing an education property tax abatement mechanism at the state level. 
Legislative suggestions are found at the conclusion of the report.
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1. Billing Schedule

Background
 
The property tax billing schedule and number of payments vary by town. According to the Joint Fiscal 
Office, 120 towns have a single property tax payment per year, 70 have two payments, 20 have three 
payments, and 49 have four payments. Towns with the same number of payments do not necessarily 
have them due on the same date. For example, a town on a two-payment format could have them on 
September 15 and March 15 while another town that also has two payment dates could have them on 
October 15 and April 15. Also, the majority of towns operate on a fiscal year basis consistent with the 
state’s fiscal year but some still operate on a calendar year basis. In addition, some towns split their 
property tax bills to collect the municipal property taxes on one bill entirely and the statewide education 
property taxes on a separate, later bill.

Within 20 days of collection, towns are required to send education property taxes to their school 
district(s). On December 1 and June 1, towns are required to send any additional education property 
taxes to the education fund. Late payments to the education fund are subject to an eight percent penalty 
per annum, assessed on a per diem rate. School districts receive money from the education fund on 
September 10, December 10, and April 30.

Pros of Transition Cons of Transition
Standardization of payment due dates could 
help with state accounting and help in the 
event of natural disasters when the state 
might want to provide uniform guidance.

Standardization of payment due dates 
would mean taxpayers (and escrow  
companies) could have up to eight  
different due dates to two different  
recipients: four each to the town for 
municipal taxes and four to the state 
for education taxes. There would also 
be substantial transition year issues in 
that case, including payments spaced 
very close together in some towns. 
If the education payment date is not 
standardized, the Department would 
have significant challenges conforming 
to the variety of town billing schedules 
and the taxpayer would still have to 
direct bills to two different recipients.

Complexity of schedule of town 
payments to local district(s) and 
education fund would be removed.
Standardization of payments for  
education property taxes would clarify due 
dates for escrow, yet not for  
municipal taxes.
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2. Collection of the Tax

Background
 
The responsibility for collection of education property taxes is a local matter with the State playing 
an advisory role with respect to listing practices only. Property owners receive municipal and state 
property tax bills from the municipality and remit both municipal tax and State education tax payments 
to municipalities. While education spending levels are voted locally, the State Legislature sets the base 
education tax rate for all property: homesteads and non-homesteads. 

 

 

Pros of Transition Cons of Transition

The State has an established and successful 
system for billing and collections (VTax).

Would increase the cost to the State and 
its taxpayers, creating more centralized 
government and a loss of local control.

Local jurisdictions are allowed to retain a 
statutorily prescribed portion of the tax, 
valued at approximately $3.1 million in 
FY 2021, collectively. Local jurisdictions 
would lose this income.
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Pros of Transition Cons of Transition

With notable exceptions, the Vermont 
League of Cities and Towns has 
indicated that it supports this change 
for the following reasons:

• The inclusion of education 
property taxes on the tax bills 
issued by the municipalities leaves 
little room for municipal taxes.

• Municipalities are required by 
law to pay the State or their school 
district on specific dates whether or 
not they have collected the billed 
education property taxes, creating cash 
flow issues for the municipality.

• Local officials are blamed for tax 
increases, complexity, and disconnection 
to the school budgets approved by voters.

• The education property taxpayers 
are asked to fill the gap when there are 
insufficient funds raised elsewhere.

• The relationship between the 
Department of Taxes and municipal 
officials is complicated.

One large town, located in 
Chittenden County and a member 
of the Vermont League of Cities 
and Towns, does not support this 
change for the following reasons:

• The volume of penalties and 
interest collected by the town is such 
that it is actually budgeted for and 
would cause a significant budgetary 
shortfall if taken away while leaving the 
burden of maintaining the grand list.

• In the absence of income 
from the penalties and interest, this 
particular town would have to increase 
taxes levied to balance the budget.

• The town benefits from 20 
days of interest earned from the time 
the tax is collected to the time those 
funds are transferred to the State.

• The percentage of the amount 
of education property taxes collected 
that is retained by the town is also 
part of the town’s budget that 
would be lost in this transition.

• Property owners would receive 
two tax bills, rather than one. 

Creates a duplication of work as towns 
will still be sending municipal tax bills.
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3. Homestead Status and Ownershop Information

Background  

Around 170,000 taxpayers declare their primary residence as their homestead with the “homestead 
declaration” form which is usually filed with the Department by April 15. The Department then transmits 
the homestead information to the towns so the town can properly classify the property for education 
tax purposes. Roughly half of Vermont’s taxable properties are classified as homestead each year. A 
homestead parcel can have a portion classified as non-homestead if that portion is used for a business or 
rental. 

The majority of the homestead information is transmitted to the towns before July 1 but some is sent later 
than that because some homestead declarations are filed after April 15. Declarations are accepted up to 
October 15 but may be assessed a penalty by the town of up to 3% if the nonhomestead rate is higher 
than the homestead rate, and up to 8% if the nonhomestead rate is lower than the homestead rate. The 
town maintains current ownership information and bills the current owner of the property based on the 
applicable rate(s).

Pros of Transition Cons of Transition
The homestead status of individual 
parcels will not need to be transmitted 
to the towns between April and October 
of each year. Because the state handles 
education tax billing, the homestead 
status could be maintained internally.

Local officials, who are often aware of who 
does and does not classify as homestead, 
would be removed from the process.

Penalties related to late homestead 
filings would accrue to the state

Towns would lose the revenue 
from penalties associated with 
late homestead filings
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4. Property Tax Credits

Background
 
More than two thirds of the 170,000 resident homeowners in Vermont receive a property tax credit each 
year (formerly called a property tax adjustment) through a unique Vermont program often called “income 
sensitivity.” During tax filing season, all resident homeowners are required to complete a “homestead 
declaration” for the upcoming property tax year. Households with income up to about $140,000 file 
a property tax adjustment claim based on current year property taxes and household income for the 
calendar year just ended. The Department computes the education and municipal credit amounts (if any) 
and communicates them to the towns, which then apply the amounts as credits to the claimant’s bill in the 
following property tax year. Non-homestead properties are not eligible for this program.

The Department calculates and communicates credit amounts to towns in batches once a month between 
July and November. Credits must be computed and communicated across that long timeline because 
of late filings, amended filings, and form errors or missing information. If a town receives new credit 
information from the Department after bills have already been printed it will need to reprint and mail a 
new bill to the property owner. 

Section H.12 – H. 13 of Act 11 of 2018’s special session separated the calculation process for the education 
and municipal tax credits. Furthermore, section H.14 directed towns to clearly indicate on their bills 
the education liability versus any other property taxes, such as municipal. Working together, those 
changes allowed taxpayers to see more clearly how much of their net property tax bill was attributable to 
municipal taxes versus education. 

In fiscal year 2021, approximately 119,000 households received a total of $171.5M in credit to their 
education property taxes and approximately 25,000 received a total of $16.6M credit to their municipal 
property taxes. The credit to the education taxes is not actually funds paid by the state but takes the form 
of foregone revenue to the education fund, while the municipal credit is actual funds paid monthly from 
the state’s general fund to the towns to make them whole for the municipal credits they have applied to 
taxpayers’ bills as directed by the Department. 
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Pros of Transition Cons of Transition
For the education tax credit which almost 
120,000 households receive, the credit 
could be calculated by the Department and 
then applied to the bill the Department 
mails without any town involvement. If 
there are issues with late filings, amended 
filing, or form errors, the Department 
could print a new bill and mail it.

The roughly 25,000 households who 
receive a credit to their municipal 
property tax liability would still require 
the existing state/town communication 
process to exist, albeit at a smaller scale.

Taxpayer confidentiality may be 
marginally improved since the credit 
amounts for roughly 95,000 taxpayers 
would not have to go through the town
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5. Delinquent Taxes

Background

The Department’s Compliance Division supervises the appropriate payment of all other income and 
corporate taxes throughout the state. Among other things, the Compliance Division works to reduce 
delinquency and underpayment by contacting taxpayers with outstanding debts and to ensure that 
taxpayers are compliant with the law.

However, the Compliance Division, and the State in general, play no role in education property tax 
delinquencies. That work is all done by local jurisdictions. Municipalities are required to appoint a 
delinquent tax collector, and depend on revenue from the collections of penalties and interest and tax 
sales to fund this position. 

To make the transition to State billing and collection would likely require the Compliance Division to take 
on the added task of acting when property owners fail to pay the education property tax.

Pros of Transition Cons of Transition
The State has an existing Compliance 
and Collections methodology for 
income and corporate taxes. 

Education Tax delinquency collection 
effort would increase the volume 
of liens, off-sets, abatements, late 
payments, and administrative 
changes within the jurisdiction of the 
Department’s Compliance Division. 

Collection of delinquent taxes by 
the State would standardize the 
application of penalties, interest, and 
experience of delinquent taxpayers.

Collection of local property taxes is 
currently a statutory function of an 
appointed official and is often a revenue 
stream or self-funded position for the town. 
Education taxes usually make up about 
75% of total town property taxes. Should 
the education component be removed from 
the responsibilities of the local delinquent 
tax collector, municipalities may lose both 
the revenue stream necessary for funding 
this position and other related revenues.
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6. Cash Flow

Background

The local jurisdictions would no longer have cash from property taxes paid. There is significant concern 
from municipalities that this change would result in a loss of revenue for the municipality. There is also 
concern that, the way the statewide education funding structure is designed, the towns would no longer 
be able to benefit from the collections and interest as they collect the education taxes before the payments 
are due to the Agency of Education. 

(See also Section 9. Payment Methods on page 13.)

As noted, towns must pay the Education Fund at specific times each year. Towns that have not collected 
sufficient funds to make payment to the Education Fund must borrow funds or be subject to interest.

Pros of Transition Cons of Transition

Towns would no longer be responsible 
for making the education fund 
payments regardless of whether 
the funds are collected.

Towns would lose revenue previously 
collected from interest on floated 
funds as well as any additional 
revenue brought in by the self-funded 
position of delinquent tax collector.

Removes towns from the business of 
explaining and tracking education taxes.

Towns are concerned taxpayers would pay 
their education bill and not their municipal.

Relieves towns of the obligation of 
dealing with revised education tax bills.

This would require escrow firms (the 
majority of taxpayers escrow their property 
taxes) to change their software functionality 
and print two separate checks (a cost to 
them likely passed along to the taxpayer).
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7. Abatements

Background

Local boards of abatement have the authority to abate both education and municipal property taxes 
under certain circumstances (24 V.S.A. § 1535). When the town abates education taxes, the town is still 
responsible for paying the education fund the education taxes that were abated because the abatement 
does not decrease the town grand list value which is the determinant of the town’s obligation to the 
education fund 32 V.S.A. § 5402. 

Pros of Transition Cons of Transition

If abatement authority were established 
at the state level, taxpayers would recieve 
consistent treatment on a statewide basis in 
regards to eduction tax abatement requests.

If the authority to abate education property 
taxes still resides with the municipality, a 
complicated situation would arise when 
property taxes are abated. The board 
would have to tell the State which parcels 
have had their property taxes abated and 
the State would have to bill back the town 
for the education tax amount. The State 
would also need to flag those parcels in its 
records and pause collection procedures.
Since the town no longer collects education 
taxes (and the related interest, penalties, etc.), 
the cost of abated education tax might be 
more difficult to absorb. Conversely, if the 
State takes the financial responsibility for 
abated education taxes, there might be more 
incentive for towns to abate taxes because 
only the lost municipal tax (usually about 
one-third of the bill) will affect their finances.
If the authority to abate education taxes 
is shifted to the State, the taxpayer or 
their representative will need to deal 
with two separate authorities: one at the 
municipal level for municipal taxes and 
the one at the state level for education 
taxes. A state level abatement mechanism 
would require staffing and resources.

State level abatement authority for education 
taxes would result in increased pressure 
on the education property tax rates.
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8. Locally-Voted Exemptions

Background

Towns currently have the option to exempt certain properties from the statewide education property tax 
under 32 V.S.A. § 5404a. The town is still obligated to compensate the education fund for those revenues, 
however, and does so by generating a “local agreement tax rate” (LATR), levied on the town’s municipal 
grand list to raise foregone education taxes. Currently, the town is in possession of the grand list, 
including homestead and non-homestead classification, and so it only needs the rates from the State to 
calculate how much it needs to raise through the local agreement tax rate.

Pros of Transition Cons of Transition

The veterans’ exemption could be 
standardized at $40,000 for all towns. More 
than 90% of towns have voted to allow a 
$40,000 exemption for veterans (32 V.S.A. 
§ 3802) which exceeds the $10,000 allowed 
by the State. The resulting difference in 
revenue currently needs to be made up 
through the local agreement tax rate, 
but if it were standardized at $40,000 
these smaller residential parcels could be 
excluded from the LATR tax rate calculation 
with minimal impact to the education 
fund. This change should be made even if 
responsibility for billing is not transitioned 
to the State. See statutory recommendation. 

There would need to be a potentially 
complex data exchange between the town 
and the State, where the town sends 
the State a list of the eligible properties, 
the State calculates the lost revenue to 
the education fund and communicates 
that back to the town, and the town 
calculates the local agreement tax rate 
to apply. To simplify the calculation, 
it could be statutorily prescribed that 
only the non-homestead rate is used to 
calculate the impact to the education 
fund, but this would increase the cost 
to towns somewhat because roughly 
20% of the LATR revenue is the result 
of the veterans’ exemption which is 
usually applied to homestead property.  
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9. Payment Methods

Background

Currently, the ways education property taxes can be paid varies from town to town. Some towns offer 
incentives for pre-payment of property taxes and some do not. Some have automatic payment options 
(scheduled transfers from the taxpayer’s bank to the town) and others do not. A few dozen allows 
payment by credit card while a majority do not. If the Department of Taxes administered the education 
property tax, these options would need to be standardized.

Most property owners pay their property taxes through escrow. In fact, this is now the default option 
when a mortgage account is set up with a lender after a home is purchased, and not paying through 
escrow requires an intentional opt-out (if allowed) on the part of the property owner. Escrow is an 
arrangement where property taxes, and sometimes home insurance, are included with the monthly 
mortgage payment. The escrow company, which is usually the mortgage servicer but is sometimes a third 
party, then transmits the necessary funds to the town and the insurance company whenever they are 
due. The taxpayer still receives a property tax bill from the town to review, but the payments are handled 
by the escrow company. The amount of property taxes the escrow company includes with the monthly 
mortgage payment is based on the prior year property taxes, so it might be more or less than what is 
actually owed in which case the property owner may get a refund or have an amount due at the end of 
the year. 

Pros of Transition Cons of Transition

The interest from any property taxes 
paid early would accrue to the State.

Towns would lose any interest accrued 
for property taxes paid early.

Standard and easily accessed 
payment methods through the 
Department’s online portal

Current automatic payment arrangements 
between taxpayers and their towns 
would need to be re-routed.

Standardization of payment 
incentives and penalties might 
help escrow companies.

Escrow companies would need to contact 
both the State and the municipality 
in which the mortgaged property is 
located; now only the municipality is 
contacted. This would be an arrangement 
unique to Vermont which may present 
challenges for escrow companies.
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10. Electronic Administration — Information Technology  (IT)

Background

In 2014, the Department contracted with FAST Enterprises to build and implement VTax, the system that 
captures and processes data collected from filed taxes and related returns for 30 different tax types. VTax 
stores information and tracks deadlines regarding all taxpayers to produce tax bills, correspondence, and 
data that the Department uses internally to guide its decisions. 

If the billing and collection of the education property tax is transferred to the Department, this would 
require not only additional Tax employees and FAST Enterprises contract employees for both start-up and 
for ongoing maintenance of the system, but will result in implementation and maintenance fees paid to 
FAST Enterprises that will likely register in the millions.

Pros of Transition Cons of Transition

With additional staff, programming, 
collaboration, and costs, this could be 
handled in the Department’s VTax system.

Due to the complexities of the education 
tax, implementation would be especially 
challenging and implementation costs, 
including the requirement of additional 
staffing, would exceed the normal 
development of a new tax type.
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11. Assessment Calendar

Background

Currently, the Department sends key information such as tax rates and credit amounts to the towns by 
the beginning of the property tax year (July 1). The towns are the keepers of the taxable values that those 
rates will be levied upon and, therefore, the liabilities that the credit amounts will be applied against. 
The Department does not even start to get the parcel-by-parcel values until August 15 (32 V.S.A. § 5404). 
August 15 is after the grievance period is over and grievances have been mailed. Changes to the Grand 
List continue to happen after August 15 as a result of property value appeals to the Boards of Civil 
Authority and the Vermont Supreme Court, but the bulk of the changes happen during the grievance 
period. The Department does not have the final grand list values by parcel until well after the calendar 
year is over, even though the assessment date is “as of” April 1. 

The Department is currently rolling out an updated Grand List Software system from a New Hampshire 
Company, Axiomatic LLC, which will create a real-time, online portal that both Department staff and 
municipalities will be able to work in which could help mitigate these issues. However, for the state to 
administer education property tax billing and maintain the current flow of funds to school districts, the 
Department would need reasonably final parcel values by June 15 which is two months earlier than the 
Department gets them now. 

Alternatively, if it were determined that the education fund had enough revenue from non property tax 
sources to provide school districts with their first education fund disbursement on September 10, the 
assessment calendar could be kept the way it is now. In that case, the Department would get taxable 
values by August 15, send bills by September 1, and first payments would be due by October 1. Whether 
the education fund would have enough available funds to support this transition in its first year would 

Pros of Transition Cons of Transition

Property tax credits are calculated based 
on prior (fiscal/property) year housesite 
education and municipal taxes, and prior 
(calendar) year household income. This 
is why some people say there is a “lag” 
or “lookback” in the credit system. If 
the Department was in possession of 
current year taxable values, the credits 
could potentially be based on current 
year taxable values, but the lag in 
income information would still exist.

If towns are asked to send the State parcel 
by parcel grand list information by June 
15 they will be forced to move up their 
assessment calendars. If the calendar is 
moved up to accommodate a grievance 
period (which it will likely need to be) this 
would require the “as of” valuation date 
to be moved up from April 1 to a much 
earlier date, moving the determination 
of taxable value further away from the 
related property tax year and impacting 
the work schedules of the lister/assessor 
community. If the grievance period 
happens after values have already been 
transmitted to the State, the Department 
will have to reissue thousands of 
education property tax bills every year.
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Cost Considerations for the Department of Taxes

Currently there are 254 distinct taxing municipalities managing the Education Tax. The shift of this work 
would require a significant increase to the Department’s staffing and budget.  

For context, the largest tax type the Department currently administers is the Vermont Personal Income 
Tax, with approximately 390,000 taxpayers. Considering there are approximately 325,000 taxable parcels, 
it is reasonable to assume that the demands for creating and processing the education property tax 
would be comparable. It is important to note that the personal income tax “season” is limited to several 
months each year, but staffing needs related to the education tax would not experience the same level of 
seasonality. 

For the Department’s FY21 budget of approximately $22 million, personal income tax administration 
and processing accounts for about one-third of the total budget, or over $7 million annually. Therefore, if 
using the efforts of Personal Income taxes to be comparable with education tax collection, the Department 
would expect a minimum one-third increase to its operating budget. It is important to note that this 
would not include startup costs such as initial programming costs or additional temporary staff to help 
with transition years, and those costs in total will be in the millions. In order for the overall tax burden on 
Vermonters to stay at current levels, municipal government around the state would either need to contract 
in similar numbers to the Department’s expansion or provide other value add activities. 
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Suggested Legislation

Given the number of discrete component transitions outlined above, it would be disruptive to attempt 
this major shift in tax administration through a single piece of legislation or in a single year. However, it 
is possible that incremental steps could be taken so that a change of this nature could be possible in the 
future. In lieu of immediately moving the billing and collection of the statewide education property tax to 
the Department of Taxes, the Department recommends the following legislative changes:

1.Standardize the Billing Cycle

Across the state, the schedule by which municipalities bill and collect taxes varies greatly. The 
Department suggests that tax bills should not be printed until August 1 to allow Agency of Education 
time to calculate rates and for reappraisals to be completed. Payments from the taxpayer to the 
municipalities should be due no earlier than September 1. 

Alternatively, we ask that that statue specify that the Department “has a minimum of 30 days after a 
town passes its budget” to publish education property tax rates and deliver the file regarding property 
tax credits to the municipalities.

The rush by some municipalities to deliver tax bills to their taxpayers in July sometimes results in the 
need to deliver revised tax bills. Factors that could necessitate the creation of a revised tax bill include: 
tax rate changes, grievances, reappraisal delay, late homestead declarations, late property tax credit 
claims, and current use enrollment changes.

Adoption of this proposal would require changes to 32 V.S.A. § 5402(b).

2. Standardize the look and format of tax bills

The responsibility for creating the format or template for both property and municipal tax bills should 
be given to the Department. Doing so would create consistency across towns and help to increase 
simplicity and understanding for taxpayers and the town and tax representatives who often explain 
tax bills to taxpayers.

Adoption of this proposal would also require changes to 32 V.S.A. § 5402(b).

3. Standardize Property Tax exemption for veterans

Regardless of whether the responsibility for billing and collection is transferred to the State, the 
veterans’ exemption should be standardized at $40,000 for all towns. 

More than 90% of towns have voted to allow a $40,000 exemption for veterans under 32 V.S.A. § 3802, 
which exceeds the $10,000 allowed by the State. The resulting difference in revenue currently needs to 
be made up through the local agreement tax rate, but if it was standardized at $40,000 these smaller 
residential parcels could be excluded from the Local Agreement Tax Rate (LATR) tax rate calculation 
with minimal impact to the education fund. 

Adoption of this proposal would require changes to 32 V.S.A. c 3802(11)
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4. Establish an education property tax abatement mechanism as the state level

Establish a mechanism whereby state education property taxes might be abated due to States of 
Emergency or natural disasters with amounts owed by municipalities to the Education Fund also 
forgiven.

Adoption of this proposal would require changes to 32 V.S.A. § 5409 and 24 V.S.A. § 1535.
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Appendices

Appendix A: Vermont League of Cities and Towns (VLCT) Memo

Date:  November 25, 2020

To:  Jill Remick, Director of Poperty Valuation and Review

From:  Karen horn, Director, Public Policy and Advocacy

Re:  Billing and Collection of Education Property Tax

The Vermont League of Cities and Towns membership voted at its annual meeting on September 
30, to support “directing the Vermont Department of Taxes to bill and collect education property 
taxes”. Thank you for your attention to the following considerations. 

For decades we have urged the legislature to address the over-reliance on the property tax for 
funding education, a need that is always highlighted in legislators’ campaigns and has never 
been substantively addressed. In addition to this fact, please find below reasons spurring the 
membership to take this action. 

The total amount of property taxes billed by the city, town or village includes education property 
taxes that range from 50 to more than 90 percent of the entire bill, leaving little if any capacity or 
room for flexibility on the municipal side to address pressing needs. 

The law requires that municipalities must pay the state or their school district on specific dates 
whether or not they have collected the billed education property taxes. Thus education property 
tax takes precedence over municipal property tax revenues that are used to pay for plowing the 
roads, recreation and after school programs, law enforcement and many more vital programs that 
protect the health and safety of Vermonters. 

The fact that local officials must bill and collect the education property tax means that local officials 
take the blame for its relentless increase every year, for its complexity, for its disconnection from 
the school budgets that voters adopt, and for the fact that the dysfunction that legislation built into 
the system is never rectified.

The education property tax system is endlessly complicated, confusing and disconnected from the 
education budgets that voters adopt at the local level. Nor is there is any sign that legislators have 
an appetite for making it significantly less complicated or confusing. 

There is no ceiling on the education property tax. When school budgets are adopted, if there are 
insufficient sales tax or other state raised revenues to pay the resulting bill, the education property 
tax fills the gap. The welcome efforts of the legislature to address the potentially devastating 
shortfall in Education Fund revenues due to the COVID-19 pandemic instead of leaving the 
education property tax to pick up the slack was an historic anomaly. 

The relationship between the Tax Department and municipal officials is likewise complicated, a 
fact amply demonstrated by the lengthy explanations, lists of responsibilities , back and forth over 
individual town education property tax rates, and calendars on the Department of Taxes website 
for municipal officials.( https://tax.vermont.gov/municipal-officials/resources#pub).
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Appendix B: Vermont Municipal Clerks’ & Treasurers’ Association (VMCTA) Survey Results  
                      (Images)
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