To: The Hinesburg Selectboard

From: Bruce Cunningham

Subject: Interest on overdue property taxes
1/12/13

Regarding the memo from Jim Barlow 1/11/13:

We can’t escape the fact that our current practice for interest on overdue property taxes
applied to one day late results in an annualized rate of 365% interest for that day. We can and
should do better.

In my previous memo to you on this subject dated 12/21/12, | suggested an alternative
interest of 1/28% per day.

Regarding Jim’s memo, consider a similar policy of 1/30% per month for each 1/30
fraction up to 30 days for any month with each day being a fraction of the month. The law does
not say that you cannot charge interest for more than one fraction — only that the interest for a
fraction be applied as if it were a whole month. For any month with 31 days, the interest could
be charged only for the first 30 days so that it would not exceed 1% per month.

Again, the calculation of interest for any number of days would be simply (1/3000 X the
number of days late) for up to 30 days — easily done in about 15 seconds and therefore not
“onerous”.

This would clearly satisfy the specific requirements of the law and would certainly be
fairer than what we are doing now.

The law also does not prohibit having a one month grace period for charging interest for
each month as | proposed as an alternative in my previous memao.

Of course ideally, we should only charge enough interest (up to 1% per month) to cover
all costs to the town of the individual lateness, which would only be about %2% per month total,
but that’s an alternative that would be more in the “onerous” direction.

As | noted in my previous memo, the law allows us to be unjust — but it does not require
it. Maybe this law could be changed someday to not allow the injustice that it does now.

Bruce Cunningham



