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City of New Haven 

Board of Aldermen

165 Church Street, New Haven, CT. 06510

Phone (203)-946-6483, Fax (203)-946-7476
Honorable Committee Members, thank you for allowing us to address you. We are Roland Lemar, Charles Blango and Sergio Rodriguez and we are members of the Board of Aldermen of the City of New Haven.  We respectfully testify today in support of HB 5929 “An Act Concerning A Municipal Option to Levy Taxes.” 
This year the City of New Haven is facing an almost $17 million budget gap.  This gap has been caused by a combination of skyrocketing necessary costs and drastically reduced state aid.  This year we anticipate a $2.3 million - 10% increase in utilities costs.  This will bring the ten year increase to $13.1 million or 127%.  At the same time we anticipate a $2.7 million – 5.85% increase in healthcare costs after reductions associated with bidding out our coverage. This will bring the ten year increase to $24.2 million or a 96.80% increase in city expenditures not counting the increases in cost sharing. 

Additionally, State aid has shrunk from 55% in 2000-2001 to only 46.5% of the current year’s budget (2007-08).   Had the City continued to receive 55% of funding from the state (ie – state aid grew as quickly as expenses) the city could expect $34,748,847 more in state revenue.  

Instead, expenditures grew by 44% over the last 10 years, at an average of 4.03% annually while state aid increased only 26% at an average of 2.78% annually.

This situation has led to an ever increasing burden on our local property tax payers, who are facing increased utility and health care costs themselves.  

As we enter a period of economic uncertainty for our state and for our region, it is apparent to us that swift action is needed to produce new revenue streams for cities and towns. As we have experienced during previous economic downturns, over the next few years, the state will simply not have enough revenue to keep up with increasing municipal demand for state aid. Therefore, it is important for us to look ahead and to propose solutions for how to deal with this impending crisis.  

To that end, we support passage of HB 5929, which would allow municipalities to adopt a local option piggyback on the state sales tax; a municipal option to add up to a one percent increase in the sales tax where new revenue produced would go directly to municipalities where the sale occurred. A one percent increase would equate to one penny on every dollar of taxable goods sold.  This “penny tax” would add an additional revenue stream for municipalities and generate millions of dollars in new revenue for our communities.  New Haven could expect approximately $21 million in new revenue from a one percent add on to the state sales tax.  This amount would allow New Haven to close our budget gap without raising the property tax.
It is not often that something as small as a penny can make such a huge impact on an entire municipality. This tax will help reduce the property tax burden on Connecticut residents while supporting municipal services. It will also act as a funding cushion for cities and towns heading into the coming recession. 
Furthermore, unlike the property tax, this tax is equitable. It taxes only those who spend and when people do pay their extra penny, that penny will stay in their community. 

It is important to look to the future and act preventively now. If action is not taken swiftly, we risk putting municipalities across Connecticut in a position to drastically reduce services as we saw in 2002 during the last recession. 

We hope you will join us in supporting this proposal. Thank you for all your hard work for the people of this state.
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