[image: image1.emf]Excise Tax Bills-1st Committment

tax

bills sent

$1,300,000

$1,400,000

$1,500,000

$1,600,000

$1,700,000

2008 2009

17,000

18,000

19,000

20,000

tax

bills sent


January 18, 2009

The state sends out tax bills for motor vehicle taxes and calls them “commitments.”  Although they send three or four during the year, the first, sent in early January is the most important, accounting for about 90% of the billing.

In our case, the number of bills just sent out on our behalf has dropped significantly from 19,812 to 18,150, a drop of almost 10%, which is very unusual.

As to why there was such a drop, one can only speculate.  Perhaps people sold a second or third car, or moved out of town.  We do not know why this occurred, it just did.

It will be interesting to see what has happened in other towns as this unfolds. For instance, are we unique in this regard?  Our guess is “no,” but we will have to explore the issue in more detail

The total value (not shown) also dropped as one might expect, from $66 million to $58 million. 
And the value drops not only because there are fewer cars, but also because people are keeping them for a longer period of time, dropping the taxable value. Both factors play into this.

The taxes billed, which is a percentage of the total value, dropped as one would imagine from $1.65 million to $1.45 million.  

We might expect that the further commitments might add, as they have in the past, about $100,000 and past due payments might bring in another $300,000.  So, it would look like we are headed towards about $1.9 million, and that is not so good, we have a budgeted amount of $2.2 million and we are talking about this fiscal year, not next year.
But this may be too hopeful, just because the bills go out, does not mean that everyone pays right up, about 10% hold off, so it is very possible, in fact likely, that our “take” may be more in the range of  $1.8 million, which would throw a real monkey wrench into the current budget, the one that we are presently operating under. 

Normally, these kinds of imbalances disappear at year end, because department turn-backs and “free cash” buffer the shortfalls. Unfortunately as we all know, the town has no free cash, our financial flexibility is nil.

So, we are going to be short by around $300,000 and as noted, we may or may not squeak through for the current year.
Whether we go back into deficit with only months to go in this fiscal year, well it is a horserace.
To put this into further perspective, it was only about three years ago, that auto excise brought in about $2.7 million.  That difference of $800,000,  if one looks at it a bit differently, is the equivalent of keeping the library open on the old schedule (an additional  $400,000), Lifeguards ($60,000), three more school teachers ($150,000), recreation department ($70,000), and for good measure, two more policemen ( $120,000).   
All of that adds up to $800,000, the change from three years ago.  And all have gone by the board.
This slow, almost unseen negative force reminds us of a line from Carl Sandburg
The fog comes on little cat feet.
It sits looking over harbor and city
on silent haunches and then moves on.

That one item, related to auto excise, all by itself, can cause this much trouble is hard to fathom.   And we doubt that most people are aware of it, or at least in this context; that is, what is lost gradually and quietly.

And just to reiterate, the shortfalls in revenue, in this case auto excise, feed right back into the budget as a deficit. 

The Finance Committee will continue to prepare and place items of what we hope are of interest on the Town website, and any suggestions are welcome.
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