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MEMORANDUM

TO:  City Council

FROM:  Susan Wright, Finance Director

DATE:  October 17, 2011

RE:  Update to City Council for October 20, 2011

1.  Follow-up on questions related to the Revenue Report from October 6, 2011 meeting:  There were three questions raised at the October 6, 2011 Council Meeting related to the quarterly revenue report.  
The first was a question as to what kinds of revenues are generated in the line for “Permits - General Highways”.   According to the DPW, various permits for street performers, blocking streets, driveway and trenching permits (not for water or sewer trenching), use of public sidewalks for tables and chairs, newspaper boxes, sandwich board signs and other various uses of our streets and sidewalks are what generate the revenue that goes into that account.  Total revenues generated in that account in FY11 were $83,825.  Our estimated for FY12 is $60,000 so we should be able to meet that target.

The second question related to the meals tax and the large increase in our FY12 1st Quarterly distribution of $173,526 from our FY11 1st Quarterly distribution of $100,896.  I forwarded the question to the DOR and while they could not give me specific details about the establishments and their filings because it would breach taxpayer confidentiality, they were able to tell me that there are a number of factors that influence the distribution.  Specifically, Northampton’s September 2011 distribution was impacted by some late collections from other time periods and there are more establishments reporting now then there were, a year ago.  They also said that communities that attract tourists draw more people to the restaurants during the warm summer months which have an impact on the both the September and December distributions.

The third question related to the building department revenues and why they are down over the same period last year.  In speaking with Louis Hasbrouck, our Building Commissioner the number of permits is about the same as this time last year; however the values of the projects have declined.  This time last year the total estimated cost of construction at the first quarter of FY11 was $9,957,478 and in FY12 it is $7,346,382.  When we do the Recap and our estimated receipts, we will need to lower our estimates for building, plumbing and gas, wiring and weights and measures:





FY11 Actual

FY12 Budgeted 
FY12 Revised

Building Permit Revenue

$289,164.14

$353,625.00

$300,000


Plumbing and Gas


$  97,330.00

$  82,000.00

$  90,000

Wiring




$104,376.00

$133,770.00

$105,000

Weights and Measures

$  29,352.00

$  26,000.00

$  26,000

Total:




$520,222.14

$595,395.00

$521,000

2.  Follow-up question regarding vote to rescind the loan order for energy conservation and alternative energy improvements at Jackson Street School:  The project was deleted for the following reasons:  it was determined by an engineering assessment by Tighe and Bond that the new section of the building was not structurally adequate to hold the solar panels; also, the older section of the building would have required costly and invasive engineering to determine its structural capabilities as far as holding PV arrays. For these reasons the project was eliminated.  

3.  Follow-up question regarding the CPA percentage reimbursement for FY12:  The Division of Local Services will be distributing FY2011 matching funds from the state Community Preservation Act trust fund to the 143 participating communities in October. The first round match will be 26.64 percent of the total FY2011 local surcharge collections of $84,844,480. The first round match is based on a total state CPA trust fund balance of $28,252,235, with 80 percent or $22,601,788 used for the first round match. Dividing this $22,601,788 by the $84,844,480 in local surcharge collections yields the first round match percentage of 26.64 percent. Communities that adopted the maximum three percent surcharge will receive additional funds in the second and third round distributions.  Northampton had a total committed surcharge of $874,685 however, after abatements of $19,758, we had a net revised surcharge of $854,927.  In Round One, Northampton will receive $227,745 or 26.64%.  In Rounds Two and Three, Northampton will receive $31,611 and $18,602 respectively for a total match of $277,958 or 32.51%. 
4.  Tax Rate Setting Process:  The timetable for the tax rate setting process will be an announcement at the November 3rd Council Meeting that a Public Hearing on the property tax classification will be held at the November 17, 2011 meeting.  The first vote on the property tax classification will happen at that meeting as well.  The second vote on the tax classification will be at the December 1, 2011 meeting.  
The process of setting the tax rate is called the Tax Recapitulation Process.   The Tax Recap Sheet is the document that records all the information that goes into setting the tax rate. The city’s budget plan, including revenues and expenditures, is listed as well as all anticipated sources of revenue other than property taxes, such as state aid and estimated local receipts.  The difference between what the city anticipates spending and the revenue that comes in from sources other than the property tax, is the amount that must be raised via property taxes.  This is called the tax levy and this must be within the limits set by Prop 2 ½.

The tax levy is allocated among taxpayers based on the assessed value of their properties.  The Assessors estimate the fair cash value of each property and DOR reviews the values once every three years.  FY2013 is our next triennial certification.  The city has several options in setting the tax rate and distributing the tax levy.  Property is classified as one of four types:  residential, open space, commercial/industrial, personal property. The decision whether to tax property classes at a single or multiple rates is made by the City Council with the Mayor’s approval, annually after a public hearing.   Some communities choose to have a single tax rate for all classes of property which allocates the tax levy proportionately – meaning everyone pays the same percentage share of the tax levy.  Other communities choose to use multiple tax rates for different classes of property.  Multiple rates shift some of the taxes that would be paid by certain classes of taxpayers under a single rate to other taxpayers.  However, the total tax levy remains the same.   

