CITY COUNCIL Agenda Item #19-104
Date: March 27, 2019
Consent ___ Discussion X

SUBJECT:

Tax Stabilization Application for Connor Brothers – Montpelier Armory, LLC

SUBMITTING DEPARTMENT: City Manager
RECOMMENDED ACTION: Amend the April 2018 Tax Stabilization Award to Connor
Brothers - Montpelier Armory, LLC to Level Four Tax Stabilization benefits, 50% for 10 years.
STRATEGIC OUTCOME: Community Prosperity
EXPENDITURE REQUIRED: No expenditure required. Reduce applicant’s municipal taxes
for real property by an estimated $8,000 per year for 10 years
SOURCE OF FUNDS: General fund property tax revenue.
LEGAL REQUIREMENTS: The City has an approved Tax Stabilization program and policy.
BACKGROUND INFORMATION: In April of 2018, City Council directed the City Manager
to enter into a tax stabilization contract with Connor Brothers. Council approved the Connor
Brothers application with the City Manager’s findings and recommendations. Included in the
recommendations was the option of Connor Brothers to defer the contract and benefits for one tax
year with the possibility of seeking Level Four benefits if they can demonstrate that the employment
criteria has been met. Since then, Central Vermont Medical Center (CVMC) has entered into a
Lease Agreement with Connor Brothers – Montpelier Armory, LLC for the space. CVMC’s
occupancy will bring in more than 25 jobs (the requirement for Level Four) with a salary range of
$30,000 - $100,000.
SUPPORTING DOCUMENTS: City Manager’s memo; Letter from Central Vermont Medical
Center stating number of jobs and salary range; City Council’s Findings and Decision regarding
Connor Brothers’ Tax Stabilization Application dated 4/20/18; Connor Brothers Tax Stabilization
Application dated 3/30/18
INTERESTED PARTIES: Connor Brothers- Montpelier Armory LLC, Montpelier
Development Corporation. Montpelier Development Corporation.
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MEMORANDUM
To:
From:
Re:
Date:

Mayor Watson & City Council Members
William Fraser, City Manager
Tax Stabilization Policy
March 15, 2019

Review and update of the City’s Tax Stabilization Policy, last amended in 2003, is currently
slated for the April 10th agenda. In addition, an amendment to a current Tax Stabilization award
will be on the March 27th agenda. Here is some background information in advance of that
discussion.
Tax Stabilization, along with TIF, is one of the only economic development tools that Vermont
Local Governments are authorized to use. Voters initially authorized the City Council to use tax
stabilization in 1980. This authorization was expanded in 2001 and 2017. All three votes were
approved by solid margins. The most recent, 2017, vote was 950-236 in favor of expanding this
authority to include business personal property in addition to real property. In 2001 voters
approved expanding awards from 33% to 50% and from 7 years to 10 years. This vote was 853594.
What is Tax Stabilization? Tax stabilization is a development incentive which can be used to
reward certain outcomes. It is fundamentally designed to promote increases in the grand list
(total taxable property) and local jobs. In addition to those basic premises, it can be used to for
other priority items as well.
What is the award? The City Council may reduce the amount of municipal (non-school)
property taxes for real and business personal property by up to 50% for up to 10 years.
How is Stabilization granted? The City Council adopts a policy which outlines criteria for
awards. Applicants provide information about how they meet the criteria. If an applicant
qualifies as per the policy, the council may approve a stabilization contract consistent with the
policy guidelines.
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Why would the City grant stabilization? The reduction of property taxes during a start up
period may help a new business or project move forward. The city is still receiving the nonstabilized tax revenue from the project as new income. The availability of stabilization may
serve as an incentive for new business or development to locate within the city.
What type of criteria might result in an award? The current policy requires:
Level 1 (33% reduction for 3 years). Must have all of the following:








Additional grand list value of $250,000 or more
Approval of local permits
No other tax exemption on the property
Installation of sprinklers
No reduction of housing units within the designated downtown
Demonstration that the project would not be in Montpelier but for the stabilization
Demonstration of positive financial benefit to the city

Level 2 (33% for 7 years). Must meet Level 1 and at least one of the following.





City Council determines that the project will provide significant employment
opportunities
Applicant will deed certain land or rights to achieve a public benefit outlined in the
Master Plan.
Project will meet exceptional aesthetic standards
Project will include a unique and significant public amenity referenced in the Master Plan

Level 3 (50% for 7 years) Must meet Levels 1 and 2 and at least two of the following:





Net increase in residential units
Additional grand list value of $500,000 or more
At least 25 new livable wage jobs for the life of the contract
Must be within the designated downtown

Level 4 (50% for 10 years) Must meet Levels 1 and 2 and three of the above listed in Level 3.
How can we change the policy? This policy is adopted and can be amended by the City
Council at any time following normal agenda item procedures. The Council has indicated a
desire to update the policy this year. Issues that have been mentioned for a revised policy
include wages above the livable wage, energy efficiency, historic preservation and
environmental improvements.
What items are coming up related to this? At the March 27 meeting, Connor Bros. Inc. will
present information as part of a request to amend their recent stabilization contract. Some may
recall that they asked for a year’s delay in implementation in order to secure a tenant with
sufficient jobs in order to qualify for Level 4. Amendment of the overall policy will be on the
April 10th agenda.
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Title 24 : Municipal And County Government
Chapter 075 : Economic Development
Subchapter 002 : Aid To Business; Publicity
(Cite as: 24 V.S.A. § 2741)
§ 2741. Municipal corporations; property values fixed by contract
(a) A municipal corporation, as hereinafter provided, may enter into a contract with owners,
lessees, bailees, or operators of agricultural, forestland, open space land, industrial or
commercial real and personal property, and alternate-energy generating plants for the purpose of:
(1) fixing and maintaining the valuation of such property in the grand list;
(2) fixing and maintaining the rate or rates of tax applicable to such property;
(3) fixing the amount in money which shall be paid as an annual tax upon such property; or
(4) fixing the tax applicable to such property at a percentage of the annual tax.
(b) A municipal corporation, by vote of a majority of those present and voting at an annual or
special meeting warned for that purpose for a contract relating to agricultural or forest property,
open space land, or to alternate-energy generating plants, or by a vote of two-thirds of those
present and voting at annual or special meeting warned for that purpose for a contract relating to
commercial or industrial property, may either:
(1) provide general authority to its legislative branch to enter into such contracts as
application is made; or
(2) provide limited authority to its legislative branch to negotiate contracts, which shall be
effective upon ratification by a majority of those present and voting at an annual or special
meeting warned for that purpose.
(c) Any contract entered into pursuant to this section:
(1) shall not be for a period in excess of ten years except for a contract to stabilize taxes for
an alternate-energy generating plant, in which case the term shall not exceed the term of any
license, permit, or other approval required to operate such a plant;
(2) shall be filed with the clerk of the municipal corporation and shall be available for
public inspection;
(3) may be with existing or new owners, lessees, bailees, or operators of such property, or
with persons who intend to become owners, lessees, bailees, or operators of such property; and
(4) may be applicable to existing agricultural or forest property or open space land;
renovations of or additions to existing agricultural, commercial, or industrial property, or open
space land; or to new agricultural, forest, commercial, or industrial property, or open space land.
(d) For purposes of this section:
(1) "Renewable energy source" means any inexhaustible, continuous, or readily
replaceable supply of energy, including solar, wind, hydroelectric, and geothermal. "Renewable
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energy source" does not mean any biomass, fossil, or mineral supply of energy, including wood,
organic waste, oil, coal, or uranium.
(2) "Alternate-energy generating plant" means real and personal property that is built at an
existing or new site after July 1, 1980, including any equipment, structure, or facility, used for or
directly related to the generation or production of electricity from renewable energy sources with
a nameplate capacity of not more than 25 million watts.
(3) "Farmland" means real estate, exclusive of any housesite, which is actively and
exclusively devoted to farming and is operated or leased as a farm enterprise by the owner.
(4) "Forestland" means any land, exclusive of any housesite, which is under active forest
management for the purpose of growing and harvesting repeated forest crops.
(5) "Housesite" means the two acres of land surrounding any house, mobile home, or
dwelling.
(6) "Open space land" means any land, exclusive of any housesite, that does not fall under
the definition of "farmland" and "forestland," is not used for commercial or industrial purposes,
and does not have structures thereon. (Amended 1961, No. 16; 1967, No. 359 (Adj. Sess.), eff.
March 26, 1968; 1969, No. 16, § 6, eff. March 11, 1969; 1973, No. 183 (Adj. Sess.), § 1, eff.
March 30, 1974; 1977, No. 105, § 26; 1979, No. 170 (Adj. Sess.), § 1; 1993, No. 104, §§ 1-4, eff.
June 21, 1993.)

(802)-223-9502, Telephone

39 Main Street, Montpelier, Vt 05602
www.montpelier-vt.org

(802)-223-9519, Fax

