M.O.R.E.
Municipal Tax Authority Subcommittee

MEETING MINUTES

Tuesday, March 19, 2013

2:00 P.M. in Room 310 of the Capitol

Those Present:  Rep. Berger, Rep. Ritter, Rep. Genga, Rep. Becker, Rep. Vicino, Rep. E. Wright, Rep. Mikutel, Rep. Cuevas, Rep. C. Wright, Rep Zoni, Rep. H. Santiago, Rep. Lemar, Rep. Widlitz, Rep. Albis, Rep. Arconti, Rep. Lavielle, Sen. Meyer, Beth Bauer, Alma Carroll, William Donlin, Jim Finley, Matt Hart, Scott Merchant, Steve Werbner, Ron Pugliege.
Those Absent:  Rep. Arce, Rep. Vargas, Rep. Janowski, Rep. Butler, Rep. Fritz, Rep. Holder-Winfield, Rep. Candelaria, Rep. Adinolfi, Rep. Ryan, Susan Bransfield, Dan Drew, John Elsessor, Susan Merrow, Steve Michalovic, Andrew Nunn, Peter Thor.
Meeting was called to order by Rep. Jeff Berger at 2:05 P.M.

A motion to approve the minutes from the organizational meeting was moved by Rep. Berger and seconded by Rep. Zoni.  Minutes were approved on a voice vote.  

Rep. Berger asked if there were any members who would like to share any of the ideas they had come up with in relation to municipal taxation and the task of the Sub-Committee.  Rep. Berger then shared with Subcommittee members the 2003 Blue Ribbon Commission on Property Tax Burdens and Smart Growth Incentives which was distributed, then asked Steve Werbner who supplied the report to comment on its findings.  

Steve Werbner stated that many of the same conditions that existed in 2003 still exist today and that many of the same concerns and recommendations from the report would still apply such as the stability of revenue and funding ECS.  Werbner added that the Sub-Committee cannot focus on the car tax, but must also consider other things such as smart growth.  He then made two recommendations:

(1) Invite New Haven Mayor, John DeStefano, who served as Chairman of the Blue Ribbon Commission on Property Tax Burdens and Smart Growth incentives to speak to the Sub-Committee at a future meeting regarding the commission’s recommendations.

(2) Dedicate another Blue Ribbon Commission to come up with new findings    
Rep. Genga asked if anyone on the Sub-Committee was familiar with former Rep. George Ritter’s work on restructuring the property tax system and said it might be something useful for the Sub-Committee to look into.

Rep. Berger said that the Sub-Committee will make contact with Mayor DeStefano’s office and schedule him to speak at a future meeting.

Rep. Berger then highlighted a few of the Sub-Committees main tasks:
· Discussion of the Governor’s Car Tax proposal (short and long term effects).
· Discussion of other Property Tax reform ideas.
· End goal of having a finished product on recommendations on the car tax and property tax reform in order to be able to work with Rep. Widlitz, Chair of the Finance Committee on developing legislation.

Rep. Berger then asked members of the Sub-Committee to begin reviewing the Executive Summary of the 2006 Legislative Program Review and Investigations Committee Report on Connecticut’s Tax System which was also distributed at the meeting.

Matt Hart asked if the Sub-Committee’s role is to exclusively look at the motor vehicle property tax exemption or property tax reform in general.  Hart said if the goal is to lower the tax burden that it will vary from town to town.

Rep. Berger stated that the Sub-Committee will be looking into both the motor vehicle property tax exemption and property tax reform in general. Another goal of the Sub-Committee will be to make tax collection more efficient.  Additional areas for exploration include local sales tax, redistribution of the sales tax and expenditure limits.  Rep. Berger added that the Sub-Committee has a chance to offer different proposals and alternatives to just simply eliminating the car tax.  

Rep. Widlitz said she is suspect of fees collected statewide because the state has a history of going back on its word and not using the funds for what they are supposed to be used for.  Rep. Widlitz suggested the exploration of not using local mill rates instead of basing the tax on the car’s book value, that way we can eliminate the winners and losers.  She added that she would prefer this tax continue to be collected at the local level with no redistribution through the state.  Rep. Widlitz also said she has concerns with excise fees collected at the point of sale.

Rep. Berger said he shared many of Rep. Widlitz’s sentiments.  Rep. Berger added that the Sub-Committee should explore the Georgia model he learned about from a power point where taxation is based on a sliding scale of the purchase price from the value of the title transfer.  Revenue from the tax on value of the title transfer could raise anywhere from $550 to $650 million to help offset some of the lost revenue from eliminating the motor vehicle property tax.  Rep. Berger also mentioned a system in Arizona where taxes are based on 60 percent of the market value of the vehicle and is reduced by 16 percent each year until the tax is phased out.  

Rep. Berger then added that a primary goal of the Sub-Committee is to reach a consensus on how any kind of taxation would work in terms of “Who collects?” and “Who redistributes?”  He also said the goal for any such plan would be to have an effective date of July 1, 2013 which will be the beginning the next fiscal year.  

Rep. Ritter shared that residents in the City of Hartford pay 100 percent more in property taxes than most other towns due to aggressive collection.  Using an example given by OPM Secretary Ben Barnes of a Volkswagen Jetta, he mentioned that on the statewide average you would pay $350 in property taxes, but in the City of Hartford you would pay $650.  Rep. Ritter said he would support a statewide mill rate that way we are not picking winners or losers depending on what city or town they live in.  

Rep. Vicino argued that the bottom line is that towns and cities rely heavily on the car tax and if there are significant changes to that source of revenue they need to be given time to prepare.

Rep. Berger said the Sub-Committee should steer towards basing valuation on the sale price of the vehicle and look for ways to compensate for the loss of revenue.

Jim Finley said the Sub-Committee must look at the proposal in its entirety and the impact that a $633 million to $700 million loss in revenue would have statewide.  Finley added the loss in revenue can also result to an increase in property taxes on businesses.  He also offered that exemptions that cost the state millions of dollar in revenue is something else that should be looked at and that we must look at the state property tax system as a whole and not just look at the car tax.  He closed by saying the Sub-Committee is a great way to look at the issue in a larger context than just reducing the individual car tax.

Sen. Meyer shared that Connecticut has the 2nd highest tax burden per capita and cost for paying for education K-12 (*research).  Sen. Meyer recommended the state do two things:

(1) Authorize towns to be able to tax other things than the property tax such as a local sales tax.

(2) Study ways to drive more towards paying for education and look at raising the income tax.

Joe Brennan, Senior President of Public Policy CT Business and Industry Association (CBIA), commented as a member of the public that the Sub-Committee needs to be careful to take a “shifting not solving” approach.  Brennan added that we have been studying property tax reform forever and the essential question is:  Does the state have the resources to provide aid to get rid of the car tax?

Rep. Mikutel cautioned that the Sub-Committee should not put forth proposals that are divisive and should strive to reach an agreement that will not polarize towns and districts against each other.  The Sub-Committee’s goal should be to generate a consensus.

Ron Pugliese said he sees the issue in a way that provides incentives to business.  He pointed out that when there is a re-evaluation this can cause the mill rate to increase and it can be hard to attract businesses.  He added that there is also a disparity between many cities with high mill rates and towns with smaller mill rates.  Pugliese contended that he will not support a proposal that severely effects businesses in a negative way.  He said in order to achieve a proper balance the Sub-Committee should work to find a proper mill rate number that raises up just a little bit for some town and goes down just a little bit for others to bring more balance and fairness.  He closed by saying it is the Sub-Committee’s job to mitigate the impact of the change and find middle ground. 

William Donlin asserted that the problem is that we need to get away from thinking about winners and losers and ask “What is fair?”  Donlin asked the question is it fair to pay more taxes to give to someonelse.  He also said he understands Cheshire has a $6.2 million budget and Hartford has a $20 million budget.  If there are changes Donlin would also support a phase in.  
Rep. Berger announced that it is the Sub-Committee’s intention to bring in some town assessors with the help of Jim Finley with CCM to speak on the municipal taxation issue.

Rep. Albis said that in the short term the goal should be to lessen the reliance on the property tax.  Albis made the following two recommendations:

(1) Eliminating exemptions for high end income earners.
(2) Find ways to recapture taxes from those who have other places of primary residence.
Rep. Lemar asked the question of why disparities are seen between towns and said that is the primary issue the Sub-Committee needs to inquire about and address. 
Rep. E. Wright referenced the 2006 Program Review and Investigations Report on Connecticut’s Tax system and agreed with the finding that the state needs to find a more balanced approach than just the property tax.  Rep. E. Wright then made three suggestions for the Sub-Committee:

(1) Research a potential source of revenue through the Main Street Protection Act and reach out to the Congressional delegation.  She emphasized that these funds would assist in being able to phase out the car tax and would be a step in right directions towards finding a better balance.

(2) Bring in Lyle Wray, Executive Director, Capitol Region Council of Governments, (CRCOG) to share findings on Minnesota’s property tax sharing program.
(3) Explore a Circuit Breaker program to provide property tax relief to residential tax payers similar to the program for those who rent.
Rep. Ritter asked that the Sub-Committee request an Office of Legislative Research report on how revaluation is conducted in other states to see if there is a more efficient way of conducting it.  Rep. Ritter emphasized that each town usually conducts its own revaluation individually at a great expense of resources and there may be a more efficient way of collectively implementing a statewide system.


Rep. Mikutel clarified that he dislikes the property tax because it is regressive and seems to disproportionately hurt the elderly, the poor and the disabled.  Rep. Mikutel supports giving towns more options to tax in other areas.  He recommends bringing in guest speakers who can address this issue.

Rep. Berger added that in addition to increasing local tax authority, the Sub-Committee should also be looking into the redistribution of the sales tax.

Sen. Meyer emphasized the importance of a proposal that will be revenue neutral and hold towns harmless.

Rep. Berger agreed that the Grand list levy should to be able to raise enough revenue so that everything balances out.  Rep. Berger suggested one possibility as eliminating such loop for certain vehicles like antique cars.   Another suggestion made by Rep. Berger was to look at repealing the corporate income tax and replacing it with a tax on gross receipts, which could raise anywhere from $600 to $800 million in revenue.

Rep. Lemar suggested the idea of a 1 percent local sales tax on a regional rather than on a town level so municipalities are not competing against each other with development.  Lemar referenced the example of the Trumbull Mall where the City of Bridgeport provides a lot of the infrastructure, utilities, and resources, but the town of Trumbull would end up getting the revenue from a local sales tax rather than Bridgeport.   
Jim Finley agreed that additional revenue options should be looked into.  Finley also emphasized the importance of understanding that the towns are unique in how they provide their services which can cause some difficulty.  For example he referenced how most cities need to provide a full range of services such as police with the resources of a limited smaller geographic area. 

Rep. Berger said offering regional service also has the potential for cost savings such as consolidation of school transportation and by pooling busing contracts, which has been explored before.

Rep. Berger closed the meeting, restating the limited time frame of a 6 week schedule and mentioned the potential for the next meeting either Thursday, March 21st from 11am to 1pm or Friday, March 22nd 2 to 4pm depending on the availability of guest speakers.  Potential speakers Berger suggested included, Mayor John DeStefano, Tax Assessors to be contacted by Jim Finley and Lyle Wray (CRCOG)  (*Note:  The next meeting was subsequently scheduled for Tuesday, March 26th from11am to 2:30pm.)
Meeting was adjourned at 3:07 P.M.
