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Council candidates differ on fiscal solutions

By Mike Joseph

- mjoseph@centredaily.com
STATE COLLEGE — Borough Council candidates in Centre County's largest municipality agree on the fiscal diagnosis — a structural disorder that lacks a revenue increase to offset rising costs. But the candidates differ on how to make the malady go away. 

Their long-term ideas embrace ongoing redevelopment policies to grow taller buildings in certain places that attract more wage-earning residents and thereby increase the tax base. A successful 12- story Fraser Centre with 53 upscale condominiums, now late in getting started, is the key to lead the way and persuade other developers to follow. 


But in the short-term, candidates diverge in their attitudes toward the trade-off between higher property taxes on the one hand and, on the other, layoffs in the borough’s work force. The work force is dominated by police officers who anchor law enforcement in the Centre Region and public works crews who among other things take care of streets, sewer lines, trees and trash. 

The candidates also disagree on a proposal to try to grow the tax base of wage-earning residents by weakening the financial incentive to convert owner-occupied homes to landlord-owned rental units through a greater restriction on home occupancy regulations. 

The borough has about 40,000 residents. 

More than two-thirds of them are Penn State students who generate little in the way of wage tax revenue but require services, especially police work. 

Among the remaining State College residents, retirees are fast replacing wage earners. State law does not allow a municipal income tax that could tap pension payments and investment returns. The law allows only an earned income, or wage, tax. 

“I think we’re inevitably going to have to have reductions in force — I think we’re going to have to get smaller unless we have some additional sources of income,” said incumbent Councilman Ron Filippelli, a Democrat seeking re-election. 

“The borough’s difficult financial circumstances are not a result of the economic downturn — we don’t really have those kinds of problems in the borough,” Filippelli said. “Our problems are long-term structural problems. We’re built out. There’s no place to go. We have to have redevelopment.” 

Filippelli and four other Democrats — former council members Tom Daubert and Cathy Dauler, incumbent Don Hahn and Penn State freshman Bill Van Saun — are competing for three nominations for council positions on the May 19 primary election ballot. 

The Republican candidates — Penn State student Brett Fisher and borough Planning Commission members Charles Gable and Ron Madrid — are virtually assured of winning their party’s primary nominations because there are three candidates and three nominations. 

The council process that produced this year’s operating budget underscored the borough’s fiscal predicament. Staff in August produced a budget proposal that would have increased real estate taxes by an average of $75 per property. 

The staff returned in November with a fiscal blueprint that reduced that $75 to about $47, and by December the $47 had been lessened to about a $17 average property tax increase. But the final budget was accompanied by cautionary notes that layoffs might be needed as time goes by this year. 

Layoffs haven’t happened yet, but borough positions are open that haven’t been filled. The borough, for example, is counting on federal economic stimulus money, not yet guaranteed, to fill one police officer vacancy and keep two other officers on the job. If the money for all three positions comes through, the department will return to its authorized strength of 65 officers. 

But stimulus funding goes away in two years, and Hahn said “there is an acknowledgment that the police will eventually become a target of some deep cuts” without regional help. 

“The sad part about it is that the police are doing such a great job — this is one of the safest places in the country for a community our size,” he said. “But the question is, is this something we can afford? 

“We need a police force that is affordable for our tax base,” Hahn said. “If we’re rated in the top 10 in terms of safety nationwide ... I think the question is can we afford that to be at that level?” 

Daubert and Dauler don’t envision police layoffs, or layoffs elsewhere for that matter, though Daubert sees positions at times remaining unfilled for up to six months or so. 

“With 50-60 officers, you’re going to have an average of two to three retiring or leaving every year anyway and so if the people are good it’s easy to plan them in,” Daubert said. “You might have a vacancy for three to six months at certain times, but you don’t need to really lay anybody off.” 

Daubert is OK with property tax increases “only to match inflation,” but said state law should be changed to allow the municipality to tax the incomes of retired people, especially retired State College residents. 

“I would think that the borough should really get some taxes out of all of us,” said Daubert, a retired Penn State professor. “The retired people in State College are not the poorest people in State College. They tend to be upper middle class with good retirement systems.” 

Dauler said she would have supported the average $47 property tax increase that council said no to last December, and she chided council for “hand-wringing” over it. 

“It did not seem like a huge amount of money to be asking any one homeowner or person to be contributing,” she said. “The thing about taxes that I think is forgotten is that taxes are an investment in our community, and we directly benefit from those investments.” 

Van Saun said property tax increases are not the answer to the borough’s fiscal problems, but he said layoffs should be the last resort. Until redevelopment projects start to pay off, he said, the borough must look to government grants and other new ways to bring in revenue. 

He suggested that Penn State students, though burdened with high tuition and activity fees, should kick in money through the student-run University Park Undergraduate Association. 

“Everyone who is living in the borough needs to share this responsibility,” he said. “We can’t put all of our budget problems on property taxes with borough residents, and we can’t look to the students’ budget. ... I’m going to be the best to work between the two of them.” 

Among the Republicans, Fisher said he would strive to reduce waste and increase collaboration with neighboring municipalities to achieve economies of scale. 

Gable, who said already-reduced borough staffing levels can’t be reduced any further, said he could support a “modest increase in property tax” as long as there is a sunset provision on it after two or three years. 

Like Gable, Madrid would push for the General Assembly to allow municipalities to collect a half-percent sales tax. He would use the sales tax revenue to reduce property and wage taxes, and would also increase fines. 

“Raising property (taxes) is the last thing I would do,” Madrid said. 

Filippelli has proposed to strengthen the borough’s wage-earning tax base by weakening the financial motivation underlying the conversion of single-family homes and duplexes to student rentals. 

The borough now has a regulation that limits the number of unrelated people who can live in such newly converted homes to three. Filippelli would reduce that number to two, though any home now limited to three would be exempted by a grandfather clause. 

Filippelli said council’s major goal is to increase the number of permanent residents in the borough. Since a previous regulation limiting the number of unrelated people in a house to five was reduced to three, the conversion from owner-occupied to rental homes has slowed but not stopped, he said. 

“Two unrelated would tighten that up more,” he said. “You can’t have the quality of life in State College that we’ve become used to without a solid tax base. It’s not an answer to just keep raising taxes.” 

Filippelli’s proposal has found no support among the seven other council candidates. 

Van Saun, the Democratic Penn State student, would increase the three-unrelated to a higher limit and Fisher, the Republican Penn State student, opposes any limit on the number of residents in a rental unit. 

Dauler said the proposal would lead a lot of students to be up in arms and landlords would object strenuously. 

“I think if the legislation passed, there would be a challenge and we could end up with no limit to the number of people in a house,” she said. 

Mike Joseph can be reached at 235-3910.
Read more: http://www.centredaily.com/news/local/story/1237084.html#ixzz0DPt5dh0f&B
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