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Finance Department
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To:
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City Manager

From:
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Claire Spinner
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Date:

March 24, 2005

Subject: 
Council Order:  Quarterly Tax Bills


The FY 2006 planned implementation of the MUNIS billing and collection software will give the City the ability to produce quarterly tax bills.  However, because of the timing of the implementation, quarterly bills cannot be issued in FY 2006. Below I have outlined some of the advantages and disadvantages associated with implementing a quarterly billing process. During the next several months, the Finance Department will review these and present its findings to the special committee that was recently appointed to review several issues associated with property tax billing.

Advantages

· The greatest advantage would be to taxpayers who prefer to make smaller, more frequent payments. If the City adopts quarterly tax billing, property owners will receive a bill four times per year rather than two. As a result, taxpayers would spread the annual tax bill over four smaller payments.  Property taxes would be billed on July 1, October 1, January 1 and April 1.    

· The City would benefit from a cash flow perspective:  Approximately one half of the taxes would be received three months earlier than in the bi-annual billing cycle as a result of the July 1 and January 1 billing dates.

· The issuance of quarterly tax bills helps many cities and towns avoid borrowing in anticipation of tax receipts. Fortunately, the City of Cambridge does not need to borrow funds between tax billings.

· Interest earnings will increase due to accelerated collection schedule.

Disadvantages

· The City spends approximately $14,000 in printing and mailing costs each time it issues property tax bills.  Issuing bills on a quarterly basis would increase the Finance Departments printing and mailing budget by about $28,000 per year.
· The quarterly tax schedule requires that the taxpayer pay ¾ of the annual tax bill by February 1.  As a result, taxpayers pay taxes sooner.
· The first two bills would be estimated tax bills, which may be confusing to taxpayers.
· Currently, when bills go out in October and April, we request that staff members not use vacation time because of the increased activity in the office. Issuing quarterly bills would require that staff members not use vacation during 4 months of the year.  

The benefits and potential issues will be reviewed during FY2006 to determine whether going forward with quarterly billing in FY 2007 makes sense for the City.
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