Revenue Hearing Talking Points
· Good morning, Chairwoman Creem, Chairman Binienda, and members of the Committee.
· I am here to testify in favor of the Municipal Partnership Act.  The provisions that you review today are critical to providing real property tax relief to homeowners throughout Massachusetts. 
· It is clear that cities and towns are facing significant fiscal challenges.  The costs associated with health insurance and pensions are growing at a rate that, in many communities, exceeds revenue growth.

· As a result, local governments are being asked to do much more with less money.

· To make matters worse, state aid has fallen as a percentage of municipal revenue.  As you are all aware, the ability of the state to significantly increase contributions to cities and towns is very limited in this very tight budget environment.

· 
· I filed the Municipal Partnership Act this year in order to address this fiscal challenge and to provide real relief to homeowners and to cities and towns throughout Massachusetts.  
· The Municipal Partnership Act offers cities and towns ways to save money as well as ways to diversify revenue.  Recently the Committee on Public Service held a hearing on the initiative to allow municipalities to join the Group Insurance Commission, thus lowering the rate of inflation on health care and saving the 351 cities and towns real money from year to year.

· That same committee held an equally important hearing on our Pension initiative.  There are 106 pension systems in this state: some are invested in the state Pension Reserve Investment Trust (PRIT), some are not.  The vast majority of those that are not invested in PRIT have realized smaller returns over the last 21 years than returns realized by the state fund.  These local pension systems have left over $2.6 billion on the table by failing to join the larger state system. The legislation would immediately save money for those systems that have significantly underperformed by pooling their assets with the successful state pension system. 
· 
· The Municipal Partnership Act is based on a very straightforward principle: working together to create a partnership with the municipalities in order to save our property taxpayers real dollars.

· 
· I sit here, in front of you, to tell you that our municipalities are facing a crisis.  Every spring, voters in cities and towns go to the polls to vote on overrides.  Unfortunately, these override votes do not address the fundamental problem inherent in our municipal finance system: escalating costs and limited revenue opportunities. 
· We’re all familiar with the city of Springfield, and the control board that currently runs it.  In addition, there are three regional school districts under the authority of control boards.  In addition, the towns of Medway, Southbridge, and Swansea have been granted the ability by the Legislature to deficit borrow and are monitored closely by DOR.  
· As we look to FY08, there are many communities that are under significant fiscal pressures.  The towns of Northbridge, Canton, and Randolph are all facing multi-million dollar deficits.  The towns of Dartmouth and Middleborough face deficits of between $4 and $4.5 million. Saugus is facing a $5.2 million deficit. Frankly, there are many cities and towns who are a couple of years away from similar circumstances.   
· Cities and towns in Massachusetts are in need of two things: greater revenue flexibility and reduced costs.  With GIC and Pension reform, I’ve described to you how we have proposed ideas to contain costs.  Now it is time to discuss more revenue so that residential property tax payers are not forced to bare the entire burden.
· This legislation proposes to close tax exemptions for telecommunications companies.  Currently, telephone poles and above-ground wires are exempt from property taxation.  This rule only applies to telephone poles.  Electric poles and wires have to pay property taxes.  Even a pole shared by an electric company and a telecommunications company is treated as half taxable and half not.  Communities that have switching stations and other large machinery and equipment are losing millions in property tax revenue every year.
· In Chairwoman Creem’s district the removal of the exemption would yield your communities an estimated $2.3 million in additional revenue.  In Chairman Binienda’s communities, the removal would yield an estimated $2.5 million.  This is the case for every member of this committee and those figures were made available to you yesterday.  

· Statewide cities and towns would realize an estimated $78 million in new revenue that municipalities do not have today.  Because this antiquated exemption is still on the books, homeowners and small businesses who do not receive the benefit of this break have to pick up a greater share of the property tax burden.
· 
· You will hear testimony today claiming that if we revoke this outdated law, telecommunications companies will increase fees and rates.  Let’s look at the facts: from 2003 to 2005, Verizon’s state and local tax bill declined by $50 million, or 46%.  From 2000 to 2004, the average monthly phone bill in Massachusetts increased by 27.4%.  There is absolutely no correlation between Verizon’s tax bill and its fee structure.  
· I acknowledge the opposition of the telephone workers to this legislation.  It is important to note that this type of exemption is very rare when compared with other states.  In most states, this telecommunications equipment is taxed. Even with that taxation, the businesses thrive and telephone workers are employed.
· You may also hear that without this exemption, telecommunication companies will not build broadband to Western Massachusetts.  Well, we’ve had this exemption in place for over 90 years, and Western Massachusetts still doesn’t have broadband.
· 
· At the end of the day, this 1915 law designed to bring telephone service to all corners of the Commonwealth has done its job and it is now time to retire it.  Let’s put $78 million back on the books.  If we don’t, homeowners, and other corporations that do have to pay property taxes, will continue to see their property tax bill rise disproportionately.
· The legislation also proposes a very modest local option meals tax of up to 2 percent and expand an existing hotel/motel tax from 4 to 5 percent.  This is purely a local decision.  It is designed to give cities and towns the flexibility to add additional revenue if they choose.  

· Communities need the ability to diversify revenues.  Cities and towns have been relying on their property taxes for too long.  Over the past six years residential property taxpayers have seen their bills grow by over 50% statewide.  These numbers are not sustainable.  Homeowners need and demand property tax relief. Without alternative revenues, local budgets are unsustainable and homeowners will continue to suffer.
· These new revenues will help cities and towns and we propose to use a portion of any new revenue generated by the local option meals and hotels tax to fund a Municipal Property Tax Exemption Fund.  Twenty-five percent of new revenues created through this modest, local option fee would be filtered into this fund in order to reimburse municipalities for property tax exemptions given to senior citizens through existing programs.
· I recognize that this local option tax is not a one size fits all solution.  Therefore, let’s give the opportunity to those municipalities that could benefit from it to benefit from it, and give everyone additional funds to provide senior citizen property tax relief.

· In 2004, the legislature allowed communities to shift their property tax burden away from homeowners and onto commercial property owners at a higher level than previously allowed. Without legislative action now, residential property taxes in those communities that took advantage of this shift will increase significantly.  
· Since fiscal year 2000, residential property taxes have increased by $2.47 billion, or 51%.  Commercial property taxes have increased by $406 million, or 18%.  Residential assessed values have increased exponentially while the commercial market has, unfortunately, stagnated.  As the commercial market rebounds, and the residential market begins to cool, commercial taxpayers will begin to pay more of their fair share, lessening the burden on the homeowners.  Let’s give the homeowners some breathing room as the commercial real estate market continues to rebound.

· 
· I am committed to providing real property tax relief to Massachusetts homeowners.  This bill will allow cities and towns to diversify their revenues, provide fairness and control costs.
· For some cities, like Boston, passage of this legislation will result in an actual property tax reduction.  For other communities, passage of the legislation will stabilize municipal finances and help to minimize expected property tax increases.

· Our cities and towns are on the front line of service delivery.  It is our responsibility to strengthen the partnership between local government and state government and to find ways to make owning a home in Massachusetts more affordable.

· I urge this committee to recommend adoption of the provisions before you.
