M.O.R.E.
Municipal Tax Authority Sub-Committee
MEETING MINUTES
Thursday October 24, 2013
10:30 AM in Room 1A of the LOB

Chairman, Rep. Jeff Berger convened the meeting at 10:36 am.

Rep. Berger welcomed back returning members to the reconvening of the M.O.R.E. Municipal Tax Authority Sub-Committee and thanked them again for signing up to dedicate their time.

He then mentioned it was the goal of the Sub-Committee to meet twice in November and twice in December in a way that would work around everybody’s busy schedule.

Rep. Berger next referred everybody to their packets that had been distributed and introduced an Office of Legislative Research that he requested on municipal finance options.  He also introduced Rute Pinho of OLR who authored the report.  He encouraged members to read the report in time for the next meeting.

Rep. Berger next let members know that also in their packet was the final summary of the recommendations sent to the Speaker of House, which were the end product of when the sub-committee met during the legislative session.  He explained that much of the legislation was able to pass through the House of Representatives, but was not able to pass through the Senate.  
Rep. Berger then asked for all the sub-committee members to introduce themselves.

Rep. Berger once again thanked everyone for serving and mentioned he was that glad that they had a group with such diverse backgrounds and that represent many different parts of the state.

He mentioned it would be the goal of the sub-committee to develop a consensus on proposals that would be ready to be introduced when the session begins in February.

Rep. Berger then referred back to the OLR report that was completed to provide background on municipal tax options and mentioned there the report detailed both pros and cons.
Rep. Berger mentioned that the car tax was kind of the third rail when the sub-committee met last session and mentioned there are a lot of differing opinions.  He said he wasn’t sure whether the sub-committee would be making recommendations about the car tax this time around or not.  He stressed that right now the most important thing is to first focus on making sure that we enable municipalities to have some revenue mechanism in place that could reimburse them for any potential lost revenue.  Secondly he mentioned he would also like the sub-committee to focus looking at Antique Cars and building more fairness into the law in terms of what really is and antique vehicle.

Rep. Berger then introduced Rute Pinho of OLR who authored the report on Municipal Finance Options and asked if she could go over some of the pros and cons she was able to find.

Rute Pinho explained that the report is intended to provide background on local option taxes across the state.  She said the first part shows a table which list the 13 states which levy local income taxes.  The second part deals with local sales taxes, which are allowed in 38 states.  And the third part deals with local hotel taxes which are allowed in 45 states.  She said the last part of the report deals with the advantages and disadvantages of these local taxes.

Rute Pinho then summarized that some of the advantages are greater revenue diversification and autonomy, the reduction of overreliance on the property tax and state aide, and it can shift the tax burden from residents to non-residents who come to town to work, shop or vacation.

Rute Pinho than summarized that some of the disadvantages are that local taxes increase the combined tax rate for local areas, which in turn can negatively affect the economic competitiveness in that region, and limit the ability to raise taxes in the future.  These local taxes can also create disparities between cities and towns and create situations where towns are motivated to make land use decision to maximize local revenues, and can increase administrative and compliance costs for towns to implements the tax, as well as making them vulnerable to economic downturns.
She than offered to answer any questions members may have after reading the report through e-mailing the Chairman.  

Rep. Berger thanked Rute Pinho for the report and then noted that the report stated Connecticut did not allow for the taxation of hotels in our municipalities. He thought the state had passed legislation allowing for towns levy this kind of tax. He then asked Jim Finley of CCM for clarification.

Jim Finley clarified that there is the Municipal Revenue Sharing Account in which the state shares a portion of the hotel tax it collects with municipalities and that some of the money also goes to Regional Performance Incentive grants. 

Rep. Berger summarized to say that there does appear to be a flow of money back to the municipalities from the hotel tax and the funding goes more towards marketing and tourism and not necessarily property tax relief.  He said this was a part of the negotiation to get Hotel owners to be more accepting of the tax.  He added that this is another option the sub-committee could look at further and the CCM has supported in the past.  
Rep. Berger than asked if other sub-committee members had any other questions or comments about what has been done in the past and what they would like to see in the future from the sub-committee.
Jim Finley of CCM mentioned how a couple of years ago the Governor introduced the Municipal Revenue Sharing Account and the state approved sharing a portion of the state sales tax, the car rental tax, the hotel tax, and the real estate conveyance tax, and how he would like to see the issue of this account being closed due to state budget problems addressed.  Ideally he said that when the state budget situation improves that this account be restored to provide a platform that allow cities and towns to not have to rely so heavily on the property tax by sharing more of state revenue.  He also said administratively it is advantage for towns in that the state incurs the cost of collecting revenue, but towns can still see some of that revenue.  Jim Finley went on to say that one of the disadvantages of local option taxes is that with such a small state individual towns can become less competitive economically and render tax rates very high.  He reiterated he would like to look back at what the state did two years ago and look to reestablish these regional incentive accounts.

Rep. Berger then asked staff to put together some research on this proposal from two years ago.  He then made a point of introducing the sub-committee administrators, Jason Knight, Legislative Aide with House Democrats and Alex Pachovsky, also a Legislative Aide with House Democrats and Jesse Hubbard, Senior Policy Aide with Speaker Sharkey and lead Adminstrator with the MORE Commission.  Alison Mckeen, an attorney with the Legislative Commissioner’s Office was also introduced as someone who helped draft legislation for the sub-committee during the session.
Rep. Berger than asked members to e-mail the sub-committee administrators with any ideas for agenda items or guest speakers.

First Selectman Ed Mone, Town of Thomaston, said he was seriously concerned with regards to the motor vehicle tax that was under discussion because of the potential loss of revenue to local municipalities and how it would be offset. He said that in towns such as his own they would have lost around $5 million, which is almost one-fifth of the town’s revenue. He added that should the elimination of the car tax be under discussion in the future that some mechanism be in place to give assurance to municipalities that the lost revenue would be offset.  Ed Mone added that this would be important as to not shift the property tax burden to Commercial and Industrial properties.
Rep. Berger thanked him for choosing to serve on the and that the sub-committee did put forward a proposal separate from the Governor’s that would establish a revenue stream and reimbursement account for municipalities to phase out the car tax.  As it ended up in negotiations he said there were not enough dollars to cover the first several years of potential lost revenue from phasing out the motor vehicle tax.  A more solid revenue stream would be needed and that will be a goal of the sub-committee.

Peter Thor, mentioned the sub-committee should also be looking at school aid especially in terms of special needs students. He said as one mayor put it, we have a very broad responsibility that is being fund from a very small tact.  He said this is a very difficult responsibility for Boards of Education over which they have very little control.  Peter Thor added one family with a special needs child can drastically effect an entire Board of Education budget.

Rep. Berger agreed that this in important issue for both large and small towns alike and effects his own City of Waterbury.

Jesse Hubbard mentioned this was also a finding of the MORE Education Sub-Committee and that a new special education sub-committee will be forming under Chairman Brian Becker, State Representative from West Hartford, to deal exclusively with the issue of special education costs.  He added that this would be an open process and they would be looking for other people to participate and will be making an announcement to members.

Rep. Berger added that the role of the MORE MTA Sub-Committee could be on finding ways to fund these special education recommendations. 

Rep. Berger than recapped that in addition to the motor vehicle and tax and local tax options, that another area to explore is a central business district tax, and splitting or bi-furcation of local property taxes.  Looking at ECS formulas and antique motor vehicles are also areas to explore.  He then reemphasized that any discussion of the eliminating the car tax needs to be preceded by having revenue mechanisms in place beforehand to reimburse towns for any lost revenue.   

Rep. Berger than discussed the upcoming meeting schedule and asked if Thursdays seemed to work for members as a regular meeting time at 11am.

Rep. Berger than gave a few dates of November 7th, 14th and 21st and potential meeting dates.  He then set the next meeting date as November 7th at 11am with a meeting to follow on November 14th at 11am.
He also asked Committee members to keep the dates of December 5th and 19th at 11am as meeting dates.

Rep. Berger than adjourned the meeting.

