M.O.R.E.
Municipal Tax Authority Sub-Committee
MEETING MINUTES
Tuesday, March 26, 2013
10:00 AM in Room 2A of the LOB
Those Present:  Rep. Berger, Rep. Genga, Rep. Vicino, Rep. E. Wright, Rep. Mikutel, Rep. C. Wright, Rep Zoni, Rep. H. Santiago, Rep. Widlitz, Sen. Meyer, Sen. Fasano, Beth Bauer, Joe Brennan, Alma Carroll, William Donlin, Jim Finley, Gisela Harma, Matt Hart, Steve Michalovic, Steve Werbner, Peter Thor, Ron Pugliese.

Those Absent:  Rep. Ritter, Rep. Arce, Rep. Vargas, Rep. Becker, Rep. Janowski, Rep. Butler, Rep. Cuevas,  Rep. Fritz, Rep. Holder-Winfield, Rep. Candelaria, Rep. Lemar,  Rep. Adinolfi, Rep. Ryan, Rep. Albis, Rep. Arconti, Rep. Lavielle, Susan Bransfield, Dan Drew, John Elsessor, Scott Merchant  Susan Merrow, Andrew Nunn.

Chairman, Rep. Jeff Berger convened the meeting at 10:05 am.                                                                    
Rep. Jeff Berger made a motion to approve the minutes from the Tuesday, March 19th meeting.  Seconded by Rep. Hilda Santiago and Ron Pugliese. Minutes approved unanimously on a voice vote.
Guest Speaker Mayor John DeStefano gave a power point presentation that shared findings and recommendations from 2003 Blue Ribbon Commission on Property Tax Burdens and Smart Growth Incentives for, which he served as Chairman.                
Rep. Berger thanked Mayor DeStefano for his testimony and stated that there would be 20 minutes of questions and answers. 
Sen. Meyer asked why Mayor DeStefano proposed a state property tax instead of income tax. 
Mayor DeStefano stated that property tax is beneficial because it is stable through difficult economic times but that it shouldn’t be the “workhorse tax.”  
Joe Brennan stated that there should be greater awareness of the linkage between economic development, housing and transportation.                                                                                                           

Sen. Fasano stated that there was an important need for transparency in local budgets, especially in larger cities and suggested the possibility of requiring municipalities to fill out forms so that a comparison of information can be made should there being any tax redistribution or sharing of tax dollars.  Sen. Fasano stated this was necessary for economic development in larger cities. Sen. Fasano then asked Mayor DeStefano to clarify a comment he made about the relationship between home ownership and zoning.

Mayor DeStefano referred to the historical context of New Haven, which has a history of dense housing units because homes where constructed at a time when power distribution was more isolated to a specific location and driveways weren’t built because there were no cars. Mayor DeStefano then compared housing units in New Haven and in Orange, and how zoning impacts them.
Sen. Fasano asked, in reference to Slide 34, if there was a need for less reliance on property tax.

Mayor DeStefano stated that without property tax flexibility, New Haven would have to flat fund education and either cut either police or other city wide workforce, which are already down 30 percent.  The only other option would be to raise property taxes, which is undesirable. Mayor DeStefano then stated that there was a desire for “more tools in the toolkit,” referring alternative revenue streams such as taxing stormwater service for water treatment.

Sen. Fasano then stated he was concerned that additional taxes would drive businesses out of New Haven.
Mayor DeStefano stated that Yale University was only 40% tax exempt, however the university’s employees don’t live in New Haven.

Sen. Fasano then stated that he believed Mayor DeStefano had done a great job a mayor of New Haven.

Mayor DeStefano thanked Sen. Fasano and stated that he had been a great partner.

Ron Pugliege asked about the statewide property tax and a statewide mill rate for the car tax.
Mayor DeStefano stated that the commission couldn’t agree on the car tax. Mayor DeStefano then stated that there was a need for a fiscal oversight structure as well as further compromises. He said in a perfect world everybody would be paying the same tax rate for the same car. Mayor DeStefano then asked Alma Carroll  about the rate of collection on car taxes.
Alma Carroll stated that 98% of all car tax is collected in Madison Connecticut and 99.5% of all property taxes. Carroll stated eliminating the car tax would shift burden on to homeowners and business owners.
Ron Pugliege stated that he was just floating the idea of eliminating the car tax.
Mayor DeStefano stated that eliminating the car tax must come as a part of a larger compromise.
Rep. Berger stated a statewide mill rate would create winners and losers. Rep. Berger then stated that he believed the committee would have other options to raise revenue rather than the statewide mill rate which it is on exploring as a part of the discussion.
Matt Hart asked how critical a tax incidence study on car tax be.
Mayor DeStefano stated that tax incidence studies are critical whenever dealing with taxes, such as in determining the beneficiaries of tax cuts.
Beth Bauer stated that stability is very important in maintaining a sound fiscal relationship. Bauer asked if Mayor DeStefano why stability is so difficult to achieve.
Mayor DeStefano stated it was difficult because Connecticut is not a home rule state and state government does not want to cede the revenue from the property tax on vehicles as a source of revenue.  Mayor DeStefano stated there are currently no mediating platforms for regional cooperation for those who share mutual interest in working together.
Rep. Berger then thanked Mayor DeStefano for his testimony and his service.

Next Speakers were Jim Finley, CCM Executive Director and CEO and George Rafael, Senior Government Finance Analyst, CCM who gave a power point presentation on Local Finance.  Jim Finley argued that the Governor’s proposed budget would make a bad property tax system even worse and encourage Sub-Committee to explore other alternative revenue options.                                                                                                                     
Rep. Berger thanked Jim Finley and George Rafael for their testimony.
Peter Thor asked Finley what he thought of a statewide property tax to partially fund education and fully fund the special education programs.

Jim Finley stated that a statewide property tax to partially fund education and fully fund the special education programs was an idea worth considering. Finley stated that, when the economy gets better, Connecticut should look to expand revenue sharing with municipalities. Finley stated there was a need for a more equitable way to collect revenue for municipalities.

Rep. Berger asked about the elimination of MME and about recommendations for potential municipal revenue.

Jim Finley stated that many municipalities want the ability to gain revenue from entertainment, such as restaurants and hotels, as municipalities in other states can.

Rep. Berger stated that due to a recent change in law, municipalities can levy hotel taxes. Rep. Berger asked how much revenue it generated.
George Rafael stated approximately $8.6 to $9 million dollars were raised from increases to hotel and car rental taxes, which goes towards the Regional Performance Incentive grant account.
Rep. Berger asked if this revenue had been raided for other purposes.

George Rafael stated that some of the revenue had been used for purposes of deficit mitigation, but that another $9 million should be again available for the Regional Performance Incentive grant account again for the next year and every year annually.
Rep. Berger stated that this was an additional account to which we could add additional municipal revenue to.

George Rafael stated that fund could potentially be used for regional projects and regional incentive programs.

Rep. Berger asked if this revenue could be used to reimburse municipalities for revenue lost from the car tax.

George Rafael stated that it was up to the general assembly to determine how to use that revenue.

Jim Finley stated that the Governor’s budget would eliminate the beneficial payment in lieu of taxes programs.
Rep. Mikutel stated a desire for more information on a statewide property tax.
Rep. Santiago asked if school transportation grant were included in education funds in the presentation.

George Rafael stated it was included in non-education state aid.

Jim Finely stated it was also included in their analysis of the Governor’s budget.

Rep. Santiago stated that Meridan would lose roughly $400,000 if the grant was eliminated.

George Rafael explained that the $25 million school transportation grant was being eliminated and replaced with a $5 million competitive grant.

Rep. Santiago asked if ECS revenue was allowable under the spending cap.

George Rafael stated that for the next fiscal year it was not, but after fiscal year 2015 it would have to be spent on education as a part of the Minimum Budget Requirment.

Rep. Berger stated that regional incentives for busing expenses were complicated by the fact that school districts have different calendars, which prevent them from taking advantage of that efficiency. 

Rep. Widlitz stated there was need to provide more consistent funding for special education and the state should play a bigger role.

Rep. Berger stated that he agreed with Rep. Widlitz’s recommendation.

Rep. Widlitz stated that there was a need for a balance approached to both the budget and economic growth, both for municipalities and the state’s budget.

Steve Werbner stated there was a need to balance Smart Growth along with economic development due to budget restrictions, which is a pressure that many small communities feel. Werbner stated that many municipalities have a referendum process when dealing with their finances, which also poses an issue.
Rep. Berger thanked Jim Finley and George Rafael for their testimony.

The next Speaker was Lyle Wray, Executive Director of the Capitol Region Council of Governments, Capitol Regional Council of Governments who gave a power point presentation on Municipal Revenue Sharing and Property Tax Reform, using the case study of Minnesota.
Part I Municipal Revenue Sharing
Rep. Berger asked about the twin cities Minneapolis and St. Paul and how they reconciled their two different monetary figures and how they made up the difference.

Lyle Wray said that only 40 percent of the new increase in revenue from construction goes into the pool of funding, not revenue from the original tax base.  These new figures shift over time depending on what is being constructed. 

Rep. Berger asked the Sub-Committee  Administrators to make the Fiscal Disparity Report available to members for the next meeting.
Rep. Chris Wright mentioned the disparity of housing units constructed in Minnesota versus Connecticut, from 15,000 and 5,000 from the powerpoint and asked how much of that was senior housing, pointing out the his home city of Bristol has constructed a lot of senior housing recently and has plans to build more.

Lyle Wray said the amount of specific senior housing accounted for “hardly anything” at that in Minnesota there is more of a mixed housing trend geared more for a younger population.  
Rep. Berger mentioned Connecticut’s recent commitment to investing $100 million towards housing and that it needs to be done in relation to our plan for transportation and mass transit.
Matt Hart asked in the Fiscal Disparities Law encompassed Education.

Lyle Wray answered no. The law only covers General Government, but is not endorsing this as a good or bad idea.

Rep. Genga asked if in Minnesota the local Boards of Education can set their own taxes to pay for education.

Lyle Wray answered yes and said that the school boards are independent and are allowed to do this.  
Part II Property Tax Reform
Lyle Wray highlighted several possible initiatives the state should explore, including a Circuit Breaker Program for everyone (not just seniors), a Homestead Program where the first initial dollar value amount of a home is exempt from taxation for certain groups (i.e. those in poeverty, younger families), municipal options for revenue, and base property taxes on one’s ability to pay.  Wray also mentioned that Connecticut is also a Dillon State like Minnesota, meaning we have Home Rule and towns would need to get permission from the state to enact these measures.

Wray added that Minnesota did adopt a statewide property tax to provide better balance and that with it the State now pays for 78 percent of local education funding.  Converting to this system has taken 31 years since it was first looked at and has been in place for ten years. 

Rep. Berger, in relation to the amount of time Minnesota took converting to this system emphasized that the Sub-Committee would be looking at both short and long term goals.

Matt Hart asked how Connecticut’s and Minnesota’s tax burden compare to each other.

Lyle Wray said Minnesota’s overall tax burden is 15 to 20 percent less than Connecticut’s.  They have lower costs and a lower rate of taxation, while Connecticut has higher costs and a higher rate of taxation.  However Connecticut also has a higher per-capita income, which more or less levels the playing field.

Beth Bauer asked Lyle Wray to clarify the tax balance asking if municipalities have access to sales and income tax revenue to pay for general governmental services since the property tax goes towards funding schools.

Lyle Wray said any changes must be approved by the state government and the breakdown is as follows, 78 percent of education is paid for by the state and 22 percent is paid for by local property taxes.  60 percent of other property and sales tax goes to local government and 4o percent goes to the state.

Rep. Zoni asked if the 78 percent that the state of Minnesota pays for Education is just shifting the burden and is the state benefiting or just managing more.

Lyle Wray said the downside of the state paying 78 percent of education costs is analogy that “a carrot can sometimes become more of a stick.”   An advantage is being able to target and shift burdens onto higher income people while allowing less wealthy, younger families and seniors to pay less.

Lyle Wray went on to ask the question, “Where do you find the money for the transition?”  First, Wray said you must understand that education reform and property tax reform are “joined at the hip.”  To help with this transition he said Tax Incidence Studies can help with determining who will pay more and who will pay less.

Rep. Zoni added that restructuring the tax system in Connecticut could prove to be very difficult and lengthy to implement in Connecticut, given that it took Minnesota 31 years and because our state is more expensive to live.  He asked if there are any quicker solutions that Connecticut can implement right away.

Lyle Wray said he understands that quick, incremental changes towards a goal would help such as some of the other alternatives he offered and acknowledged that a complete overhaul of the state’s tax system would take time just as it did in Minnesota.

Rep. Elissa Wright how Education Funding was handled in Minnesota

Lyle Wray answered there are independent school boards that consist of individual city school districts and more regional county school districts for the more rural areas.  

Rep. Elissa Wright asked how many school districts there are.

Lyle Wray answered there are hundreds.

Peter Thor asked about the source of the Minnesota Data.

Lyle Wray said it came from the Minnesota Department of Revenue and that Gordon Folkner was the key person in charge.  (check name).
Rep. Elissa Wright asked if Minnesota engages in the periodic review of keeping revenue system in balance.

Lyle Wray answered yes and that Minnesota conducts a very large report portfolio and does do a periodic review that is a tax incidence study.

Rep. Elissa Wright asked how the Circuit Breaker program is implemented and how is the property tax burden adjusted not to exceed a certain percentage of income.

Lyly Wray said there is an income based credit that is built into the rate you pay.

Rep. Berger asked how Minnesota implemented a statewide property tax

Lyle Wray said it was implemented by the State of Minnesota by working in conjunction with county auditors to come up with a state wide grand list that was done quarterly.

Rep. Mikutel asked if there was an institution of a spending cap.

Lyle Wray said yes, that both cities and counties levied spending caps that were based on the rate of inflation and population for which the rate of spending could not go above.  However, Wray cautioned against some spending caps like Proposition 13 in California because sometimes costs grow faster than other statistical measures, which leave cities and towns dependent on the state for help.

Rep. Berger thanked Lyle Wray for his participation and his remarks 
Rep. Berger then discussed an e-mail sent to the Sub-Committee with the support of Matt Hart, Steve Werbner and Rep. Henry Genga about the benefit of developing a mission statement for the Sub-Committee, which he said will be taken up at the next meeting.  
Rep. Berger announced for the next meeting that as recommended by Rep. Matt Ritter and Rep. Ed Vargas, that Mark Speirs, Regional Director for the Center for the Study of Economics located in Bristol, will be invited as a guest speaker to discuss Land Value Taxation.

Rep. Berger announced the time and date for the next meeting for Tuesday, April 2nd from 11am to 2:30pm.

Meeting was adjourned at 1:21pm.
