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The feature in this month’s issue deal with motor vehicle excise and wamns budget developers of
a leveling or decline n receipts in FY 2009.

Just another item to ponder over the next month or so until we start budget hearings in February.

Please advise.



City & Town

Excise Tax Revenue Growth Throttling Down

Robert Bliss, DOR Director of Communications
Data provided by Jared Curtis, Databank Analyst

With lotiery revenue falling short of ex-
peclations, a projected $1.3 billion gap
in the next stale budgel. new growth
slowing down and municipal costs con-
tinuing o run ahead of revenues, the
last thing local officials need i1s another
dose of liscal bad news.

But here comes the Grinch regardless:
revenues from the motor vehicle excise
are jeveling off and seem poised to de-
cline in the coming fiscal year.

Financial oflicers and budget planners
generaling revenue projections for
FYQ9 shouid lake this trend into ac-
count, The excise provides an impor-
lanl unrestricted revenue source for
cities and fowns., delivering an amount
roughly equivalent to the slate’s collec-
tion ol fuel excise revenue.

In FYO0S5. molor vehicle excise delivered
8683, 1 mulliorn in municipal revenue sup-
vorl. In percentage lerms, the tax pro-
vided 3.84 percent of city and lown
bucigets lotaling $17.8 billion.

There was a slight increase in moior
vehicle excise collected by cilies and
towns in FYO6 when the tolal grew to
$694.2 milion, or 3.69 percent of city
and town budgets totaling $18.6 oiliion

In FY07, based on amounts budgeled.
lhe motor vehicle excise was projected
1o deliver $660.3 million or 3.31 per-
cent of city and town budgets lotaling
$19.9 biltion.

Basic stalistics aboul the vehicie bopu-
lation on the Aulomated Licensing and
Registration System (ALARS) reveal an
aging vehicle fleel. An aging vehicle
fleet is another indicator of a likely de-
cline in revenue since older vehicies
generate less excise tax income than
newer vehicles.

in November 2000, Massachuse!ls had
5.2 million registered vehicle th an
average age of 7.66 years. Ihe com-
monwealth also had 4.5 million license
holders, or approximately 1.16 vehicles
per driver.

e

Fiscal Year 1997-2007 State Totals

Pct. change |
I Fiscal FY97 motor FY97 total Pct. of from prior
| year vehicle excise budget budget year
j 1997 413,125,946 11,951,637,634 3.46
i 1988 469,266,235 12,622,550,542 3.72 13.59 |
1999 472,968,007 13,456,708,724 3.51 079 |
' 2000 534.082,837 14,282,454,671 3.74 1292
2001 583,164,568 15,246,078,524 3.83 9.19
| 2002 609,933,729 16,199,645,405 3.77 459
i 2003 645,159,707 16,721,962,244 3.86 578 |
' 2004 635.827,428 17,084,298,244 3.72 -1.45
| 2005 683,167.505 17,810,903,509 3.84 7.45
; 2006 694,258,568 18,826,543,229 3.89 1.62
- 2007 660,302,794 19,937,604,062 3.31 —4.89

" FY1997 through FY2006 are actual MVE collections; FY2007 is the amount ‘

| budgeted.

Figure 1
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Six years later, in November of 2006,
Massachusetts had 5.7 million regis-
tered vehicles with an average age of
8.93 years. The number of license hold-
ers had stayed approximately the same
oniy growing to 4.7 million, or approxi-
mately 1.21 vehicles per driver

Over the six years between 2000 and
2006, the vehicle population grew by
9.6 percent, the licensed driver popula-
tion grew by 4.4 percent and the aver-
age vehicle age grew by 16.5 percent.

Looking at the vehicle population in-
crease by vehicle class, the largest
rate ol growth was for motorcycles and
lght/heavy trucks. The number of cars
decreased by 5.6 percent or 189.000
vehiclies. The largest actual increase
(516,000) was for light trucks.

Sales tax collection on the sales of
motor vehicles has been declining
since FY 2005 al the rale of 5 percent
per year. In addition, total vehicle sales
transactions (as measured by titling
and registration transactions) have de-
creased 5 percent a year and the per-
centage of ‘new’ vehicle transactions
(as compared to “used” vehicle trans-
actions) has also declined.

Combine cars thal run longer with thrifty
owners buying more used vehicles and
lewer new vehicles and the trend is
pretlly clear: fewer vehicle excise dollars
flowing to cities and towns.

The potential {or a noticeable drop in
motor vehicle excise revenue is appar-
enl in olher more precise measures. In
general, if the value of new vehicles
added to ALARS doesn't exceed the re-
duction in value caused by the annual
depreciation rale change (a decline of
15 30 percent each year) then motor

Lattinded on age seven
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Figure 1

vehicle excise billings will decrease.
Since vehicle sales have been declin-
ing for the past three years, a slump in
mctor vehicle excise revenue in FY09
appears certain unless there is some
unexpected up-tick in vehicle sales.

(The motor vehicle excise depreciation
schecdiule is 50 percent for the year
prior to manufacture, 90 percent in the
maodel year ol manufaclure, 60 percent
in the second year after. 40 percent in
ihe third year after, 25 percent in the
fourth year after and 10 percent in the
fifth and subsequent years.)

Arecent effort by the Registry of Molor
Vehicles 10 get previously unclassified
vehicles onlo the lax rolls boosted ex-
cise lax revenue by $12.8 million in 2006
and $6 million in 2007. Withoul this el-
forl. the actual billings and valuation
amount tor 2006 would have declined.

When Cily and Town lasl surveyed lhe
motor vehicle excise in 2004, the com-
munities ol Weston, Dover, Wellesley,
Sudbury and Southboro had the high-
esl average bills, while the communi-
lies wilh the lowest average bills were
Wendell, Gosnoid, Hawley, Warwick
and Erving.

Not much has changed. According lo
the most recent complete data sel for
FY06, Weston, Dover, Wellesley, South-
horo and Sudbury residents continued
to pay the highest bills, while communi-
ties with the lowest average bills were
Gosnaold, Aquinnah. Wencdlell. Piainlield
and Chester.

Communilies with the oldest cars in
2004 were found on Martha's Vineyarc
{Aguinnah, Chilmark, West Tispury,
Edgartown and Tisbury). Those wilh he
youngest vehicles were Sharon, Need-
ham, Westwood, Andaver and Canton.

According to FY06 data, Sharon, Need-
ham, Southboro, Hopkinton and Lex-
ington now garage the youngesl vehi-
cles; their average age being no more
than 7.10 years. The oldesl vehicles
motor through Blandford, Aquinnah.
Nantucket, Lawrence and Eclgariown.
alt with an average age cf no less than
1212 years. @

|
|
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reglunal fissessing

from all of the participating communi-
lies will give the assistant assessor a
larger base of informalion for analytical
purposes and this can result in more
accurale and uniform assessments for
laxpayers.

Regionalizing services has become
more commonplace to Massachusetts
local officials. Through the success of
other cooperative programs such as
schools, ambulances and group pur-
chasing. many cities and towns have
learned [irsthand aboul the benefits of
economy of scale. The guidelines for
regionalizing assessing have been de-
signed to maintain local autonomy over
policy decisions by each parlicipating
municipalily: municipalities that share
an assistant assessor do nol have o
share policy, lhe assistant assessor can
work with multiple guidelines. Sharing
an assistant assessor in small assess-
ing jurisdictions is a natural fit because
everyone benefits, particularly the tax-
payers, by a possible reduction in the
cos! of assessing services reflected in
local property tax bills and an increase

| inthe quality of property valuations. ¥



