Item #6

OFFICE OF THE TREASURER
BRANFORD, CONNECTICUT

1019 MAIN STREET

As the board may recall, last fall | presented draft debt and fund balance policies and in
January we discussed the needs and challenges facing the town. During the January
presentation | noted that the revaluation would likely shift the tax burdens to residential
property taxpayers. As you continue to contemplate these policles and plans | believe it
is beneficial that we begin to estimate the impact of revaluation so that we can formulate
a strategy moving forward. | should underscore that the revaluation impact is based on
very preliminary estimates. Nevertheless, while the final values have yet to ve
determined it should be clear to even the most casual observer that real estate values
have risen dramatically since the last valuation. 1t is also worth noting that the comroon
belief that revaluation shifts can be offset through a lower mill rate does not necessarily
hold with a grand list as diverse as Branford’s.

The memorandum is organized as a series of frequently asked questions with some
responses excerpted from the town's website, estimated budgets, shift projections and
thoughts moving forward.

Section 1. Revaluation

What is Revaluation?

The revaluation program involves the mass reappraisal of all real property in the
Town in order to bring about uniformity in property valuations and to assure all
property owners that they are paying only their fair share of the cost of community
sarvices. Revaluation is not intended to raise revenues. Its purpose is to value all
properties by the same standards at the same pointin time.
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Why is Revaluation Needed?

It will have been five years since the last revaluation of all real estate in the Town of
Branford. Meanwhile, constantly changing economic conditions have caused inequities
to develop. The solution fo this problem Is o reappraise all real estate bringing
assessment records up to date with present day values.

What Kind of Inequities Exist Now?

Just the normal “hills and valleys” which occur in any community over a period of time.
Neighborhoods change and economic climates change, meaning that properties may
have become overvalued or under-valued when compared to comparable market
properties. The revaluation returns properties to current market values and to their
equitable share. It should also be noted that since motor vehicles and personal property
values are derived from current market conditions these grand list components will
decrease as a percent of the grand list and thus their tax burden will be decreased
proportionately.

Why is Branford conducting a Revaluation in 20247 (FY 2026)

The State of Connecticut, under C.G.S §12-62, requires a revaluation of all real estate
every five years. State law mandates that the Town of Branford commence the five
year cycle for the October 1, 2024 Grand List since the last revaluation was completed in
2019.

There is a growing awareness that local property taxes have become a significant part of
the expense of owning real property. Keeping this in mind, revaluations are required to
assure property owners of uniformity in property valuations. A revaluation sets new
assessed values on a current basis for use by the Assessor. '

A successful revaluation requires a significant amount of time spent on careful research
and the cooperation of the taxpayers to assure that the new values are accurate and that
all property owners will pay their fair share of the property tax burden.

Section 2. Shifting Tax Burdens

This section will attempt to illustrate the potential shift in the tax levy based on the
board's recommended budget to the RTM.



What assumptions are used to estimate the changes in the grand list?

Property Class ‘ Inqrease
Real Estate Residential (Up fo 3 Family) 45%
Real Estate Residential (Multi Family) 30%
Real Estate Condominium 50%
Real Estate Residential {Mobils Homes) Flat
Real Estate Residential (Garages and Docks) 5%
Real Estate Commercial 15%
Real Estate Apartments 20%
Real Estate Industrial and Other _ 5%
Personal Property ' Flat
Motor Vehicles Flat

As the board may recall, the grand list used to calculate the mill rate for the FY 2025
recommended budget was 3.9 billion and by applying the assumptions above that grand
list increases to @5.15 billion.

Exhibit 1 Hllustrates the value changes for the various components.

What is the resulting tax shift with these changes in grand list components?

in order to accurately measure the impact of the grand list changes one must control for
the budget requirements and tax levy. Therefore for the purpose of the analysis | am
using the FY 2025 recommended budget with the only change being the grand fist and
the corresponding mill rate change.

Exhibit 2. Demonstrates the shift in taxes pursuant fo the estimated changes in the
grand fist. Piease note that the tax levy remains constant and the mill rate drops.
However despite the drop in the mill rate it does not prevent a significant shift in the
burden on rasidential taxpayers. As noted earlier in the memo, the revaluation is about
fairness and thus one could argue in the years leading up to the revaluation non-
residential properties were subsidizing residential properties. While this argument is
logical and compsliing | have yet to see it take the sting out of the public’s frustration.




Section 3. Exploring a Strategy

Exhibit 2 illustrates the shift in the tax burden to single family and condominium
properties is approximately $7.5 million. Moreover, this increase does not reflect the
normal budgetary increases since it assumes a constant tax levy. As a result it appears
that it is all but inevitable that this shift wili be painful.

If the shift in tax burden is inevitable does the town have other options?

If one concedes the inevitability of the shifts then perhaps the focus should land on the
year leading up to the revaluation (FY 2025) and the years following the revaluation
2027-2029. | am also aware that these years also Include significant investments in
public safety both in terms of staffing and structures,

What does this approach consist of and what are the guardrails or targets?

To provide a level of consistency with the analysis | shared in January, | stayed with the
projected expenditure fevels for FY 27-29 as a basis for the analysis. The goal for these
future years will be to keep the mill rate increase under 3.5%. The target for FY 2025 is
to limit the mill rate increase to 2%.

Exhibit 3 shows the projected increase in the mill rates using additional fund balance as
a tool to limit the mill rate increases in the years following the revaluation. This leaves
the previously identified considerations (January 24. 2024 [etter) on the table.

» Selling assets and using the proceeds to offset costs.

» Reallocating existing cash balances on soon fo be closed out projects. (WIS)

« [dentify non-tax dollars to support debt payments. (Foote Trust)

»  Work with Branford’s delegation to secure grant funding for capital projects.

» Identify opportunities through the Inflation Reduction Act

» Evaluate opportunities to reduce pension liabilities with an eye toward reducing
future payments.

» Continue to seek grant dollars to offset the costs of resiliency projects.

Section 4. Fund Balance Policy

As we are aware, the board is considering a fund balance policy which strives to
maintain a level of fund balance between 20-25%. Therefore | have used this range as a
basis for a developing a rough model to conceptually illustrate the use of fund balance at
various target levels. The model assumes targets of 25%, 22.5% and 20% with a
beginning balance of $49 million as of 6/30/2024.



Please see Exhibits 4-6

These preliminary forecasts show that the only policy that survives under these
scenarios is the 20% target. The analysis also underscores that small changes in
percentage targets can produce dramatic results. It is also important to recall that
expenditures are being driven by 4% increases in education spending (largest
department) and the aforementioned public safety increases. Finally the budgets
contemplate issuing debt to fund $76 million in capital improvements.

Conclusion

As | noted in my January memo my purpose is fo provide a reasonable plan that is
logical and budget sensitive while simultaneously striking a balance between services
and tax requirements. It is worth underscoring that this memo and accompanying
attachments are not intended to analyze and account for every possible situation and
undoubtedly changes In interest rates, construction costs and unanticipated events and
opportunities may alter the projections. Therefare it will be required for the board to
revisit the plan on an annual basis and adjust accordingly to meet budgetary objectives.
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