M.O.R.E.
Municipal Tax Authority Sub-Committee
MEETING MINUTES
Thursday, November 14, 2013
11:00 AM in Room 2D of the LOB

Chairman, Rep. Jeff Berger convened the meeting.

Rep. Jeff Berger made a motion to approve the minutes from the Thursday, November 7th meeting which was second by Ed Mone.
Rep. Berger proceeded to mention the next item on the agenda which was discussion of last meeting’s presentation on municipal finance options by Bo Zhao, Senior Economist from the Federal Reserve Bank of Boston New England Policy Research Center.  He then said he would also skip ahead to item five and six before introducing the guest speaker.

Rep. Berger mentioned that item five was discussion of the formation of a MORE Municipal Tax Authority Working Group to review various property tax studies to draft potential recommendations for the larger sub-committee to adopt.  He mentioned that staff had sent an e-mail to members who want to sign up for the working group and that if anyone was still interested in signing up that they should let staff know before the end of the meeting either by a show of hands or filling out a form.  Members Matt Hart, Leo Canty, Cindy Mangini, Rep. Elissa Wright and Rep. Roland Lemar all expressed their interest in serving on the working group.

Rep. Elissa Wright mentioned a few of the property tax studies she was familiar with, including on conducted by the Blue Ribbon Commission on Property tax reform that Mayor Destefano made a presentation on previously and a property tax report prepared by the Program Review and Investigations Committee.

Representative Berger asked that staff make these two reports available to members electronically by e-mail.

Representative Berger then moved on to agenda item six and mentioned that the sub-committee would plan on meeting twice more in December and would have a reporting deadline in January before the beginning of the legislative session in February.

Representative Berger than introduced the guest speaker Professor James Stodder with the Rensselaer Institute Lally School of Management.

(see power point presentation)

Rep. Stodder concluded his presentation.

Representative Berger mentioned that in regards to the land value tax, which was mentioned in the presentation, that the sub-committee has reached out to the Lincoln Land Institute to make a presentation on the subject, as well as CCM to make a presentation on regional tax sharing.

Representative Berger also mentioned the a Land Value Tax pilot program passed as a part of Public Act 13-247 last session, which was one of the sub-committee recommendations.  He added that the staff would be checking with the city of New London to see if they have looked at taking advantage of the option and would provide members with an update. 

Rep. Matt Ritter said that the city of Hartford was currently reviewing the legislation and that they were exploring the option of becoming one of the municipalities to implement a land value tax.

Rep. Berger said that if the land value tax could work in a city like Pittsburgh, that it could work for some of our cities in Connecticut, which have the same economic climate.

James Stodder mentioned that Hartford has an advantage of being located between Boston and New York for economic development reasons and the fact that they have a very highly educated population, which ranks 2nd only to Massachusetts.
Rep. Berger said that with Massachusetts, around 90 percent of the growth is around Boston and that Connecticut should look to do the same with Hartford and some of the cities in our state.

James Stodder said he agreed with that concept.  

Rep. Berger asked what the biggest detriment of overhauling our property tax system to a split tax system would be.

James Stodder said that we must understand the economic interests that drive political decisions in terms of “Who wins and who loses.”  He said in wealthier communities, with high education scores and standards, that they pay a low portion of their overall wealth which they feel is great from their point of view.  If we were to look at regionalized tax sharing, most likely wealthier community taxes would go up based on their wealth and would feel like they would lose.  The upside would be the reduction of urban sprawl.  He said on the other side of this school reform argument is that some cities like Hartford spend just as much on education as wealthier communities, without the results meaning there are more issues than just the amount of money spent on education.  He referenced the greater need in poorer cities, which have a lower education completion level among parents and they lose out on such things as learning opportunities at home and learning over summer vacation.  Overall, he said he would still agree that poorer districts do still need more resources.  Other than just more funding, he said offering more competition and more school choice would be a good thing, including more charter schools.  He referenced Denmark as an example and said they have invested public money in private schools, which has produced results.  He said this would represent a fundamental school reform where school funding isn’t so closely tied to just property taxes.  

Joe Brennan mentioned how he believed that charter school expansion and education reform has been a priority with the current Governor and the legislature for the past few years.  He asked what split rate value taxation would encompass for Connecticut other than just changes to land value.

James Stodder said the Lincoln Land Institute analysis shows that more weight would be given to the actual land, which then incentivizes cities like Hartford to develop and build on certain properties to get the full value of the land they might be getting taxed more on.

Rep. E. Wright mentioned it might be useful to get some figures on the values of abandoned properties that could be developed.
James Stodder mentioned this is why the factor between cities like Hartford and Greenwich is so large in terms of mill rates.  It brings up the question of high taxes and low services.

Rep. E. Wright asked what the tipping point was for mill rates being so high that businesses and people start to move out.

James Stodder said he believes population decreases have already happened a long time ago over the past 20 years in places like Hartford and is something we should look at in more detail.  

Joe Brennan mentioned land value taxation in Pennsylvania and some municipalities who repealed the law after adopting it and asked if Professor Stodder was aware of any other states that explored this kind of tax.

James Stodder said he was not aware of any other state to adopt such a policy and that if it were to be done it would most likely be adopted on the municipal level.  He was not aware of any other municipalities outside of Pennsylvania that have adopted land value taxation and would be surprised if there were any.   
Joe Brennan mentioned in the 1990’s under Chairman Landino, that the Finance Committee created a pilot program for the land value tax for New London, but they never adopted it.
James Stoddard cautioned that if it is not the done the right way it could be a detriment.  He said the major matter to be looked into is our we going to tax owner occupied properties the same as non-owner occupied properties.  He added he wasn’t sure if the state had enough info to make this decision.  He also mentioned the idea of creating incentives to live in the city such as things similar to the homestead exemption.  James Stoddard said he would like to look at how much of the tax rate would be passed onto apartment dwellers and those who rent if this were to take place.  He said the state could also look at creating incentives for improving properties.

Rep. Berger said that homestead exemptions are something the sub-committee is looking into closely, rather than charging investors of properties a different tax rate then owners of the property.  He also said the sub-committee should find out what other states have allowed for a land value tax.

Matt Hart asked Professor Stodder about a statewide property tax report that was done that we could look at.

James Stodder said it was tried in Vermont in the past and that as another New England State it is something the sub-committee may want to look into.  
Rep. E. Wright asked Professor Stodder what his thoughts were on circuit breaker programs.

James Stodder said in a couple of states he is aware of they have done it with a guarantee that they wouldn’t be assessed more than 3% of their income.  He asked if this is real reform or not.  He said he does understand the sympathy to help those with low income, but that this is not a comprehensive solution to property tax reform, it is more of a band-aid.

James Stodder concluded his remarks and said he would leave his contact info with staff.

Rep. Berger thanked James Stodder for his presentation and said they may be contacting him in the future to review the sub-committees consensus recommendations in order to get his input. 
Rep. Berger than referred the Sub-Committee to agenda item six and mentioned that the next guest speaker for the December 5th meeting (later postponed to the December 19th) would be the Lincoln Land Institute and the Connecticut Conference on Municipalities.  He also mentioned that Rute Pinho of OLR had been working on a report on the homestead exemption and the circuit breaker program which staff would be e-mailing to the sub-committee.

Joe Brennan mentioned that he believed the homestead exemption was looked at in the 70’s and 80’s and that the problem is, “Where does the bubble burst?”  As residential property taxes go down, commercial property taxes will go up.

Rep. Berger said that to avoid this potential the sub-committee could look at offsetting the loss by increasing something like PILOT funding.

Rep. Lemar mentioned that this issue should also have been covered by a recent OLR report that was done.
Ed Mone asked if the sub-committee could look at states, which have low property tax rates such as South Carolina and see what type of system they have.

Rep. Berger said that is definitely something the sub-committee could look into and we should also consider that many states are different in their make up and the services they provide.

With no further comments the meeting was adjourned by Rep. Berger at 12:15pm      
