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Vermont 

Highlights 

Understanding policies and practices around property taxation in Vermont requires substantial attention 
to the state’s educational finance system. Almost all school budget expenses are funded by the state, 
with the state property tax, which is locally billed and collected, comprising the largest source of state 
funding (Vermont League of Cities and Towns 2014). It is important to note that state aid in Vermont 
appears to be twice the national average; but the majority of state aid originates from the statewide 
property tax, which is transferred to the state before redistribution (figure VT-1). 

Vermont is unique in the degree to which its systemic property tax relief provisions in effect convert the 
property tax for some low- and moderate-income households into an income tax. One such provision, 
known as income sensitivity, is one of several provisions that make Vermont’s property tax system one 
of the most complex systems in the United States. 

Vermont is one of only four states with no state-imposed limitation on property tax rates, levies, or 
assessments (Paquin 2015). 

Figure VT-1 
Sources of Local General Revenue, Vermont and U.S., 2017

 
Source: U.S. Census via Significant Features of the Property Tax 
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Property Tax Reliance 

In 2017, Vermont had the second highest property tax burden in the nation as measured by percentage 
of personal income. Property taxes accounted for more than 23 percent of all state and local revenue, a 
rate that places Vermont seventh from the top among all states in terms of total property taxation as a 
percentage of state and local revenue (table VT-1). 

Table VT-1 
Selected Vermont Property Tax Statistics, 2017¹ 

  Vermont 
U.S. 

Average 
Rank (of 51) 
1 is highest 

Per capita property tax $2,671 $1,618 6 

Property tax percentage of personal income 5.1% 3.1% 2 

Total property tax as percentage of state-local revenue 23.6% 16.2% 7 

Median owner-occupied home value2 $223,700 $222,041 19 

Median real estate taxes paid for owner-occupied home2 $4,206 $2,412 7 

Effective tax rate, median owner-occupied home3 1.9% 1.1% 6 
Sources: U.S. Census via Significant Features of the Property Tax, American Community Survey 
1 All revenue numbers in this table include the state government as well as local governments. 
2 The statistics for median owner-occupied home value and median real estate taxes paid for owner-occupied 
home are five-year average statistics for years 2014-2018. 
3 Calculated as the median real estate tax paid on owner-occupied homes as a percent of the median owner-
occupied home value. 

 
Administration and Assessment 

The education property tax is a state tax, although it is levied and collected locally. Its most important 
provisions are explained below. Property taxes used to fund local services other than education are 
controlled by local governments and administered similarly to those in other New England states. 
Vermont is not considered to have statewide classification of real property, as classification is used only 
for the education property tax (table VT-2). 

With respect to the education property tax, there are two classes of property: homestead and non-
homestead, with non-homestead property taxed at a higher rate. Assessment is done annually at the 
town level. Since the state relies on local assessments, it uses a measurement called the common level 
of appraisal (CLA) to mitigate assessment or appraisal differences from town to town. The CLA measures 
how close local assessments are to fair market values. Specifically, the CLA is the percentage of a 
district’s average fair market value embodied in its assessed value. If the assessed values are less than 
the fair market value (actual sales values), the CLA will be less than 100 percent. If the assessed values 
are more than the fair market values, the CLA will be over 100 percent. If a town’s CLA drops below 80 
percent (that is, if the average assessed value is only 80 percent or less of the fair market value), the 

http://datatoolkits.lincolninst.edu/subcenters/significant-features-property-tax/census/ViewTable.aspx?table=Per_Capita&level=STATE_LOCAL&year=2014
http://datatoolkits.lincolninst.edu/subcenters/significant-features-property-tax/census/ViewTable.aspx?table=Personal_Income&level=STATE_LOCAL&year=2014
http://datatoolkits.lincolninst.edu/subcenters/significant-features-property-tax/census/ViewTable.aspx?table=Percentage_Distribution&level=STATE_LOCAL&year=2014
https://www.lincolninst.edu/research-data/data-toolkits/significant-features-property-tax/government-finance-data/summary-23
https://data.census.gov/cedsci/table?q=B25077&tid=ACSDT5Y2018.B25077&vintage=2017&g=0100000US.04000.001&hidePreview=true&cid=B25077_001E&layer=VT_2017_040_00_PY_D1
https://data.census.gov/cedsci/table?q=B25103&tid=ACSDT5Y2018.B25103&vintage=2017&g=0100000US.04000.001&hidePreview=false&cid=B25103_001E&layer=VT_2017_040_00_PY_D1
https://data.census.gov/cedsci/table?q=B25103&tid=ACSDT5Y2018.B25103&vintage=2017&g=0100000US.04000.001&hidePreview=false&cid=B25103_001E&layer=VT_2017_040_00_PY_D1
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state can withhold education and other funding (Vermont Children’s Forum and Public Assets Institute 
2006).  

Non-homestead and homestead base tax rates for the education property tax are set annually by the 
legislature. Base spending levels in education, expressed as an average per-pupil spending level, are set 
annually by the legislature. However, a significant feature of the education finance system is an 
excessive-spending threshold that works through a progressive tax rate adjustment to curtail spending 
in districts. Districts may opt to spend higher than the base; but in cases where districts opt to spend 25 
percent above the average state education spending per pupil, they are subject to an additional 
prescribed property tax rate. 

Limits on Property Taxation 

There are no state limits on property taxation in Vermont. 

Property Tax Relief and Incentives 

Vermont has two circuit breaker programs. The first is the education property tax adjustment program, 
also known as income sensitivity because property taxes are adjusted based on the income of household 
members. This property tax adjustment is solely for education taxes. There is a single threshold 
percentage for each school district, which starts at 2 percent of income and is higher for districts with 
higher per-pupil spending (Up to ≈ 4 percent). The maximum home equalized assessed value (EAV) 
considered for calculating benefits varies based on income (Significant Features of the Property Tax). 

The second circuit breaker program is the homestead and renter property tax rebate, in which 
homeowners with incomes of $47,000 or less are eligible for additional property tax relief if the income-
sensitized education property tax liabilities combined with municipal property taxes are greater than a 
defined percentage of household income. The maximum benefit from the property tax rebate and the 
education property tax adjustment combined is $8,000, and the benefit is disbursed as a property tax 
credit (Significant Features of the Property Tax). 

Vermont has preferential property tax programs for specific land uses. It offers current-use valuation on 
land that is used in timber production, conservation, or forest land. Land used for hotels and airports is 
eligible for full or partial property tax exemptions if owners enter a multiyear commitment. Agricultural 
land and farmland are eligible as well and can also qualify for full or partial property tax exemptions.  

The state also has a variety of property tax-related economic development programs. A tax increment 
financing (TIF) program has been in place, with nine municipalities currently having TIF districts; but in 
2013, the state halted creation of new TIF districts, and rules adopted in 2017 limited the number of TIF 
districts per county to two and also allowed a new local TIF that is financed only with municipal property 
tax revenue (McCullum 2017). 

Additionally, state law allows for extensive property tax stabilization agreements for property that is tied 
to increasing jobs, wages, or municipal redevelopments.  
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Table VT-2 
Property Tax Features of State Governments, United States, 2018 

Feature Vermont Count for 50 states plus DC 
Statewide classification of 
real property 

No 25 

Assessment of property 
primarily by county 

No 31 

Limits on property tax rates 
or levies 

No 45 

Limits on the rate of growth 
of assessed value 

No 19 

Circuit breaker property tax 
relief program 

Yes 34 

Sources: Significant Features of the Property Tax  
 
Key Property Tax History 

Vermont’s property tax reforms since the 1990s have revolved around key changes in how education is 
financed. Brigham v. State, initiated by the Vermont ACLU, claimed that the existing education funding 
system was unconstitutional because it created large disparities in education funding from town to 
town. Act 60, passed in 1997 in response to that school finance litigation, allowed the state to collect 
and equalize property tax revenues across school districts. Under this law, Vermont distributed 
education funding statewide in an attempt to mitigate funding inequities (Saas 2007). Act 60 has 
narrowed those disparities (Saas 2007; Downes 2004). In 2003, Act 68 changed provisions of the Equal 
Education Opportunity Act regarding operations of the property tax while maintaining the key 
equalization features of that law (Schmidt and Scott 2006). 

Over the past decade, the Vermont Legislature attempted a variety of school consolidation initiatives in 
response to declining enrollments and the perception that inefficient school district organizations had 
led to excess spending and property tax burdens (Vermont Legislative Workshop 2007). In 2015, the 
legislature passed Act 46, which gave tax breaks to districts that consolidated but used spending caps to 
penalize districts that refuse to consolidate by 2019 (Burnette 2016). In 2018, the Vermont State Board 
of Education released its final report of decisions on school district mergers, which called for the 
involuntary merger of 42 districts into 11 union school districts. According to the report, these mergers, 
along with 206 districts that merged voluntarily, would lead to a total reduction of 156 school districts 
since 2010 (Vermont State Board of Education 2018). 

Recent Developments 

In recent years, demographic pressures have amplified growing public concern that Vermont’s school 
district organizations are too numerous, often too small, and a leading contributor to excessive spending 

https://www.lincolninst.edu/research-data/data-toolkits/significant-features-property-tax/access-property-tax-database/property-tax-classification
https://www.lincolninst.edu/research-data/data-toolkits/significant-features-property-tax/access-property-tax-database/property-tax-classification
https://www.lincolninst.edu/research-data/data-toolkits/significant-features-property-tax/access-property-tax-database/property-tax-in-detail
https://www.lincolninst.edu/research-data/data-toolkits/significant-features-property-tax/access-property-tax-database/property-tax-in-detail
https://www.lincolninst.edu/research-data/data-toolkits/significant-features-property-tax/access-property-tax-database/property-tax-limits
https://www.lincolninst.edu/research-data/data-toolkits/significant-features-property-tax/access-property-tax-database/property-tax-limits
https://www.lincolninst.edu/research-data/data-toolkits/significant-features-property-tax/access-property-tax-database/property-tax-limits
https://www.lincolninst.edu/research-data/data-toolkits/significant-features-property-tax/access-property-tax-database/property-tax-limits
https://www.lincolninst.edu/research-data/data-toolkits/significant-features-property-tax/access-property-tax-database/residential-property-tax-relief-programs
https://www.lincolninst.edu/research-data/data-toolkits/significant-features-property-tax/access-property-tax-database/residential-property-tax-relief-programs
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in education. In the 2017-2018 school year, 68 percent of school districts had enrollment below 300 and 
a quarter of all school districts had fewer than 100 students (Vermont Agency of Education 2018). 
Currently, Vermont has the fifth highest average per-pupil expenditures in the country, at $17,873 (U.S. 
Census 2016). 

Property tax bills were expected to increase by 6 percent to fund an estimated $71.5 million increase in 
education spending for the 2021 fiscal year (Bakuli 2019). Vermont currently ranks fourth highest among 
states for per-pupil expenditure and enrollment is declining. About 40 percent of the increase in 
education spending is expected to go toward health care premium increases (Bakuli 2019).  

In 2018, Vermont Democrats pushed for a tax swap in which the statewide property tax would be 
slashed in half and replaced with a new graduated income tax for education and additional sales tax 
revenue (House Bill 911). The legislature failed to override a veto by Governor Phil Scott and the final 
budget did not include the income tax surcharge for education (House Bill 16). 

Resources 

Baker, Bruce, and Wendy Geller. 2015. “When Is Small Too Small? Efficiency, Equity & the Organization 
of Vermont Public Schools.” Vermont State Agency of Education and Rutgers University. March 2. 
http://education.vermont.gov/sites/aoe/files/documents/edu-bbaker-vt-consolidation-march2-
20152.pdf 

Bakuli, Ethan. 2019. “School Property Tax Bills Projected to Rise 6%, Tax Commissioner Reports.” 
Burlington Free Press. www.burlingtonfreepress.com/story/news/2019/12/05/vermont-property-taxes-
school-budgets-taxes-projected-rise-2020-21/2617402001/  

Bidgood, Jess. “Vermont School Districts Consider Consolidation.” New York Times, May 4, 2014. 
www.nytimes.com/2014/05/05/us/vermont-school-districts-consider-consolidation.html?_r=1 

Burnette, Daarel II. 2016. “Consolidation Push Roils Vermont Landscape.” Education Week. February 16. 
www.edweek.org/ew/articles/2016/02/17/consolidation-push-roils-vermont-landscape.html 

Downes, Thomas. 2004. “School Finance Reform and School Quality: Lessons from Vermont.” In Helping 
Children Left Behind: State Aid and the Pursuit of Educational Equity, ed. John Yinger. Cambridge, MA: 
MIT Press, 283–315.  

McCullum, April. 2017. “Vermont Legislature 2017: What Passed.” Burlington Free Press. June 30. 

Paquin, Bethany. 2015. “Chronicle of the 161-Year History of State-Imposed Property Tax Limitations.” 
Working paper WP15BBP1. Cambridge, MA: Lincoln Institute of Land Policy. (April). 
www.lincolninst.edu/pubs/2538_Chronicle-of-the-161-Year-History-of-State-Imposed-Property-Tax-
Limitations 

http://education.vermont.gov/sites/aoe/files/documents/edu-bbaker-vt-consolidation-march2-20152.pdf
http://education.vermont.gov/sites/aoe/files/documents/edu-bbaker-vt-consolidation-march2-20152.pdf
https://www.burlingtonfreepress.com/story/news/2019/12/05/vermont-property-taxes-school-budgets-taxes-projected-rise-2020-21/2617402001/
https://www.burlingtonfreepress.com/story/news/2019/12/05/vermont-property-taxes-school-budgets-taxes-projected-rise-2020-21/2617402001/
http://www.nytimes.com/2014/05/05/us/vermont-school-districts-consider-consolidation.html?_r=1
http://www.edweek.org/ew/articles/2016/02/17/consolidation-push-roils-vermont-landscape.html
https://www.lincolninst.edu/pubs/2538_Chronicle-of-the-161-Year-History-of-State-Imposed-Property-Tax-Limitations
https://www.lincolninst.edu/pubs/2538_Chronicle-of-the-161-Year-History-of-State-Imposed-Property-Tax-Limitations


  6 

Significant Features of the Property Tax®                             State-by-State Property Tax at a Glance  
 

Saas, Darcy Rollins. 2007. “School Finance in Vermont: Balancing Equal Education and Fair Tax Burdens.” 
Discussion paper 07–1. New England Public Policy Center. (January). www.bostonfed.org/-
/media/Documents/Workingpapers/PDF/neppcdp0701.pdf  

Schmidt, S.J., and Scott, K. 2006. “Reforming Reforms: Changing Incentives in Education Finance in 
Vermont.” Education Finance and Policy 1(4): 441–464.  

Significant Features of the Property Tax. www.lincolninst.edu/research-data/data-toolkits/significant-
features-property-tax. Lincoln Institute of Land Policy and George Washington Institute of Public Policy.  

Town of Huntington, Vermont. “What Is the Common Level of Appraisal (CLA)?” 
https://drive.google.com/file/d/1QQr_9NEzi5oi8Jw6Ksp1xqWtBpnL4lBW/view 

U.S. Census. 2016. Public Elementary-Secondary Education Finances: Fiscal Year 2016. 
www2.census.gov/programs-surveys/school-finances/tables/2016/secondary-education-
finance/elsec16_sumtables.xls   

Vermont Business Magazine. 2016. “Shumlin to Sign Bill to Address Act 46 Spending Caps.” 
http://vermontbiz.com/news/january/shumlin-sign-bill-address-act-46-spending-caps 

Vermont Agency of Education. 2018. 2017-2018 (ADM-19) Resident District Report. 
https://education.vermont.gov/documents/2017-2018-adm-19-resident-district-report  

Vermont Children’s Forum and the Public Assets Institute. 2006. “A Citizens Guide to the CLA.” 
https://publicassets.org//wp-content/uploads/2008/05/clabooklet-final-2006.pdf  

Vermont Department of Education, Finance and Administration. 2013. “Vermont’s Education Funding 
System.” (September).  

Vermont League of Cities and Towns. 2014. “Election 2014: Education Funding.” Municipal Policy Paper 
No. 2. (September).  

Vermont Legislative Workshop. 2007. “School District Consolidation.” University of Vermont. (March 1). 
www.uvm.edu/~vlrs/Education/schooldistrictconsolidation.pdf 

Vermont School Boards Association. “Making Sense of Vermont’s Education Funding System.” YouTube 
video, 11:26. Posted November 6, 2017. www.youtube.com/watch?time_continue=6&v=cVYTmuxUOdQ  

Vermont State Board of Education. 2018. “Final Report of Decisions and Order on Statewide School 
District Merger Decisions Pursuant to Act 46, Sections 8(b) and 10.” (November 28). 
https://education.vermont.gov/sites/aoe/files/documents/sbe-act46-final-report-order-statewide-
school-district-merger-decisions.pdf  

Publication Date 

March 2019, data updated July 2020 

http://www.bostonfed.org/-/media/Documents/Workingpapers/PDF/neppcdp0701.pdf
http://www.bostonfed.org/-/media/Documents/Workingpapers/PDF/neppcdp0701.pdf
https://www.lincolninst.edu/research-data/data-toolkits/significant-features-property-tax
https://www.lincolninst.edu/research-data/data-toolkits/significant-features-property-tax
https://drive.google.com/file/d/1QQr_9NEzi5oi8Jw6Ksp1xqWtBpnL4lBW/view
https://www2.census.gov/programs-surveys/school-finances/tables/2016/secondary-education-finance/elsec16_sumtables.xls
https://www2.census.gov/programs-surveys/school-finances/tables/2016/secondary-education-finance/elsec16_sumtables.xls
http://vermontbiz.com/news/january/shumlin-sign-bill-address-act-46-spending-caps
https://education.vermont.gov/documents/2017-2018-adm-19-resident-district-report
https://publicassets.org/wp-content/uploads/2008/05/clabooklet-final-2006.pdf
http://www.uvm.edu/%7Evlrs/Education/schooldistrictconsolidation.pdf
http://www.youtube.com/watch?time_continue=6&v=cVYTmuxUOdQ
https://education.vermont.gov/sites/aoe/files/documents/sbe-act46-final-report-order-statewide-school-district-merger-decisions.pdf
https://education.vermont.gov/sites/aoe/files/documents/sbe-act46-final-report-order-statewide-school-district-merger-decisions.pdf

