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25 *** Al other interested parti es.

1

2 (THE MEETI NG WAS CALLED TO ORDER AT
3 10: 10 A. M)

4 LEG LI NDSAY: Good norning. Can

5 have everybody's attention? W're going to
6 call to order our neeting of the

7 Honmeowner's Tax Reform Commi ssi on.

8 Again, | thank all the Conm ssioners

9 for being with us this norning. W're just
10 mssing a few. | thank the audi ence for

11 their interest in this very inportant

12 subject. Today's neeting wll not have any
13 public comment. [It's a working neeting,

14 and | amglad that you took tine out of

15 your busy schedule to just cone and observe
16 what we're doing because | think it's

17 really inportant work. Wth that, | ask
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everybody to rise for the pl edge.
(Sal utation.)

LEG. LINDSAY: |In our neetings up to
this point, we have been discussing the
systemthe way it is now, and sone of the
faults in the funding streans that cone to
the | ocal school districts, and we've had a

great deal of information about an incone

Homeowner's Tax Reform Commi ssion
tax. And what | would |like to do today is
really twofold. First, and at the second
part of the neeting, | would like us to
brai nstormon the information we've
acquired so far about the incone tax, and
start trying to put sone flesh on the bones
of what if. Wiat if we did swtch totally

froma property tax to an incone tax, how
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would it work? And start tal king about
sone of the specifics, and hopefully see if
we can wap up that part of our discussions
t oday.

| also want to start, today, exploring
ot her income sources besides the incone
tax, and |'ve asked the president of our
off-track betting in Suffolk County, Jeff
Casale, to be with us this norning, and
he's in the audience. And | asked Jeff
specifically to tal k about two things: The
possibility of a Long Island Lottery, which
we' ve kicked around a little bit; and al so
to discuss Video Lottery Term nals, which
I S a phenonenon that in parts of the state

are being installed in racetracks, if |I'm

Homeowner's Tax Reform Comm ssi on

not m staken, and is it possible that that
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could be a revenue source to fund our
school s.

So, Jeff's a busy guy, so I'mgoing to
ask Jeff to cone forward. And if you want
to sit at the table, Jeff, you are probably
nore confortable to sit at the table, and
maybe you could enlighten us on this
subject. And |'msure that the
Comm ssi oners woul d have sone questions for
you.

MR. CASALE: (Good norning, and thank
you for giving us the opportunity to talk
with you about --

LEG LINDSAY: That's not on. There's
alittle swtch at the top.

(M. Casale turns on m crophone.)

MR. CASALE: (Good norning, and agai n,

t hank you for giving us the opportunity to
be here before you. | want to introduce to

you, to ny left is Marietta Seaman, Vice



23

24

25

10

11

12

13

14

15

President of Suffolk Of-Track Betting;
a gentl eman who hel ped prepare sone of

today's information, to ny right, is

Honmeowner's Tax Reform Comm ssion
Russell Kratoville, who is Speci al
Assistant to the President of Budget
Syst ens.

| want to make just a couple of
comments to begin with, and then we'll
address sone of the informati on we just

handed out to you.

and

For the past 30 years, Suffolk Regi onal

O f-Track Betting Corporation has been

proud to generate a profit each year and

turn over that entire profit to Suffolk

County to provide property tax relief for

our taxpayers. Since 1975, we have

generated just under $200 million in
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revenue for Suffolk County. Looking to the
future, our goal is to increase this
revenue stream for our honeowners and
busi nesses, and thereby increase revenues
for tax relief.

At this point in our history, our
| ndustry is at a crossroads. |It's an
exciting and challenging tinme filled with
great possibilities for our county. CQur

state legislators nust nmake the right

Homeowner's Tax Reform Commi ssion
decisions, or we wll reach a turning point
that could spell a future of financial
difficulty for Suffol k County and ot her
| ocal governnents.

Ri ght now all six of the State's OIB
Corporations are struggling under the

burden of statutory paynents that are
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directing nore and nore of our profits away
fromour county governnent and to
racetracks that are not making a profit on
their owmn. Wth the New York Racing

Associ ation, or NYRA, struggling to remain
profitable, there are those who wll take
the OIBs away from | ocal governnents and
make them a part of any racetrack franchise
bid by the State. Yet, with the advent of
Video Lottery Termnals, or VLTS, in New
York State, our residents would have a new
and popul ar way to enj oy gam ng.

Video Lottery Termnals are electronic
gam ng devices that function in a near
infinite assenbl age of instant Lottery
tickets operated by the New York State

Lottery, the only entity which nmay operate

9
Honmeowner's Tax Reform Conm ssi on
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the Lottery according to the state
Constitution. VLTs are very simlar to
sl ot machines, and hold the potential for
significant benefit for our county
taxpayers if operated by our state's

Regi onal OTIB Cor por ati ons.

Before | begin to discuss what video
gam ng would be like in Suffolk County, as
operated by Suffolk OIB, let ne tell you
what they would not be. VLTs would not be
| ocated in every OIB branch. They would
not be operated in |ocal taverns and
restaurants such as Lottery's Quick-Draw
ganes. They would not be | ocated "on every
street corner in every nei ghborhood" as
sone opponents have m scharacterized this
proposal .

We envision that video gam ng run
t hrough Regional Of-Track Betting

Cor porations would be in a single gam ng
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entertai nnment destination away from
residential or downtown areas, simlar to
t he destination gam ng operated in

Saratoga. [If any of you have travelled the

10
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state, you will see Video Lottery Term nals
at Finger Lakes Racetrack up in Saratoga,
Har ness Racetrack, another |ocation,

Buf f al o Raceway.

Every day hundreds of Long Isl anders
get into their cars, onto charter buses or
board ferries to enjoy a day of gam ng at
casinos in Connecticut or Atlantic Gty.
Still, others head to MacArthur, Kennedy or
LaGuardia Airport for extended stays in
Las Vegas. Air travel between Long Island
and Las Vegas is very easy; it's probably

one of the nost popul ar routes between Long
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| sl and and points west. By next summer,
Suffol k residents won't even have to spend
nore than an hour in their car before they
could play 4,000 nmachi nes at Agueduct
Racetrack in Queens, or another 4,000 in
Yonkers. And that is not including the
possibility of VLTs at Bel |l nont Racetrack;
a very real possibility that is being done
by dozens of conpanies, as we speak, or at
casi nos on our east end and constructed by

Nati ve Anerican nations. So that the

Honmeowner's Tax Reform Conmi ssion
advent of video gaming is here, and it is
not necessarily being run by entities that
woul d be benefiting, directly, the
t axpayers.

Long I sl anders are al ready wageri ng
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hundreds of mllions of dollars every year.
How nuch of that do we see returning to our
own econony, our own schools or | ocal
governnent? O her than horse wagering at
| ocal OIBs and Lottery educati on noney, not
one dine is seen by the taxpayers of
Suf f ol k County.

The ot her way | ocal taxpayers wll
benefit fromlegal wagering is for
O f-Track Betting to operate VLT
facilities. Suffolk OIB supports
Legi sl ati on S5340(A), filed by Senator
Nozzolio, to grant Video Lottery Term nal
franchises to OIB regions. This
| egi sl ati on, as supported by Suffol k County
OrB, would return 92% gross revenue
generated by Video Lottery Termnals to
betters, and distribute the renmaining 8% as

foll ows:
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54%to education with a distribution of
27%to New York State and 27%to be
di stributed on a per capita basis to each
school district located within Suffolk
County, and | want to comment a little bit
about that. On the pages we gave you, you
wll see a sanple of school districts --
knowing fully well that there are a | ot
nore in Suffolk County -- our proposal, and
t he proposal that we've always supported is
that the distribution generated by video
gam ng should be nade directly to the
school districts and not passed through the
state. We think that's the single nost
effective way to aid the school districts
and also to ensure the public that the
noney i s being given directly to the groups

that need it the nost.
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10% of the New York Lottery Division --
10% woul d go to the New York State Lottery
Di vision for adm nistrative purposes.

29% woul d go to Suffol k O f-Track
Betting for operating and adm nistrative

costs and paynents to | ocal governnent;

Honmeowner's Tax Reform Comm ssi on
and, 7% for reinbursable marketing
expenses.

And it's very inportant that the 29%
that would go back to OIB, it's inportant
for everyone to realize that that would
obvi ously help our bottomline at OIB. And
by hel ping our bottomline at OIB, we
| ncrease our operating revenues. And any
excess revenues woul d be obviously returned
to Suffol k County, obviously to the county

gover nnment, but again, providing another
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avenue or increased flow of funds to the
county to help alleviate tax burden
el sewhere for governnent purposes.

Suffolk OTB is a public benefit
corporation. It's well-suited to operate
VLT gamng. It was created by state law in
1970, and founded in 1975 for three very
specific reasons: To generate revenues to
| ocal governnent; to curb ill egal
bookmaki ng; and, to ensure the well being of
the race industry.

Since its inception, Suffolk OIB turned

over in excess of $321 mllion to Suffol k

Honmeowner's Tax Reform Conmmi ssion
County, New York State and ot her | ocal
governnments. So there is a revenue stream
to be realized, and we can increase that

revenue stream and, again, provide tax
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relief to Suffol k taxpayers.

Wth VLTs, the paynents to the County
and | ocal school districts would be
substanti ally higher, providing real
property tax relief for Suffol k homeowners
and busi nesses. Using just conservative
figures fromindustry standards for VLT
revenue projections, each machine
generating a daily retention of $250, a
nodel VLT facility with 1600 machi nes --
which is a nunber that's well within the
| ndustry's -- that industry sources say
coul d be sustained by Suffol k County --
that anmount, just that anount of nmachi nes,
will net the daily profit of $400, 000 or
$146 billion per year.

Pl ease excuse ne, |I'mgetting over a
summer cold. | apologize for the break.

Make no m stake, the argunent isn't

whet her or not Video Lottery Terminals wll
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Honeowner's Tax Reform Comm ssion
be allowed on Long Island -- they will be
at sone point -- but it's rather a matter
of who shoul d operate them and how.
Whether it's the local Native Anerican
tribe or a private conpany, we are likely
to see VLT gam ng halls sonewhere within
Suffol k County sonetine within the next
decade.

|'d like to go back to that $146

mllion per year figure. O the $146
mllion, 61% or 89 mllion, would be
earmarked for education; 10% or 14.6
mllion, is earmarked for the New York
State Lottery Division; and, after
operating and capital expenses, Suffolk
County woul d recei ve approxi mately

$32 million, directly benefitting County
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residences with tax relief and added
services. So, you can see that there would
be a direct benefit to school districts and
to education. It would be an indirect
benefit to taxpayers because of the
additional $32 mllion that woul d be

generated for Suffol k County residents,

Homeowner's Tax Reform Conmi ssion
again, providing additional tax relief.
Even New York City Mayor M chael
Bl oonberg, who is not an advocate of
expandi ng vi deo gam ng, has conceded t hat,
and | quote: "If people are going to
ganble, they mght as well do it here and
have us get the tax revenues."
The only entity with a proven track

record of nearly three decades of regul ated



17

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

| egal wagering and turning profits over to
the taxpayers, are all the off-track
betting corporations. But in order for us
to nove forward -- and it's inportant for
the Comm ssion to understand this -- even
I f there were sone approval of video

gam ng, there's legislative reform
required. Most of what we do is regul at ed
by the State of New York, and also limted
by the New York State Constitution. In
addition to video gam ng, New York

| egi sl ative reformof statutes and

regul ations effecting OIBs is absolutely
necessary if we are to continue to provide

a significant stream of revenue to Suffolk

Honeowner's Tax Reform Conm ssSi on
County.

In 1975, our first year of operation,
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Suf fol k OB turned over $2.76 nillion to
Suf fol k County, nore than 53% of our total
review as intended by the statute creating
OIBs. Over the years, however, the
i ndustry and New York State have taken on
an increasing |larger piece of our revenue,
and thanks to statutory state nandates, the
County sees less and |l ess of the funds. So
unl ess there's | egislative reformabout how
funds are distributed to the various
| ocalities and to the entities, you are
going to see less and | ess of that noney
goi ng back to taxpayers for tax relief.

By 1981, Suffol k County's portion of
our total revenue was down to 45% by 2002,
it had dw ndled to 23% So you can see the
ef fect of over-regulation and statutory
fees that we are required to pay. And |
think if we were to nove in the direction

of video lottery gam ng, you certainly
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woul d not want to have t hose, what |

consi der, oppressive, regulatory fees

Honmeowner's Tax Reform Comm ssi on
reducing the inpact. It seens any tine we
find sonething that will benefit taxpayers
at the local |evel and where we can provide
benefits directly to the school districts,
state regul ati ons keep noving al ong and
reduce the net anount that is available to
school s and school districts, which I think
woul d be unfortunate if we went in that
di rection.

Basically, that is our position with
regard to video gamng. | did hand out to
you sone docunent that gives you an exanple
of the kind of revenue that could be
generated through wagering, and let's just

| ook at it for a nonent. We can wal k you
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t hrough it.

There were various studi es done around
the state with regard to video gam ng. W
actually now have sone real experience at
the venues that | nentioned earlier, the
various racetracks. By any estinmate, we
are being conservative. And you wl|
notice at the top of the chart, the

t hree-col ored chart, we have a nunber of

19
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machi nes that could be |located in any
gamng facility. And you would be | ooking
at 1, 324 machi nes, 2,000 machi nes or 3,000
machi nes. And recent experience -- | was
just up at the Finger Lakes Racetrack.
They are experiencing close to $250 per
machi ne per day, which | think is a very

reasonabl e estimate of the type of revenue
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that could be generated by -- gross revenue
that could be generated by one Lottery
vi deo gam ng nachi ne.

| f you follow the chart down, we'll
just | ook at the first scenario, 1,324
machi nes. And again, that's a nunber that
you could easily sustain with Long | sl and
and Suffol k County's popul ation. W
have -- the bottomline, if you | ook at the
amount that would be available for
educati on, based on the formulas that
currently exist with New York Lottery you
have $62, 785,000. That's a significant
anmount of noney. And that's, again, at the
| ow end of machines, if we were to have

| ess machi nes than what | think we can

Homeowner's Tax Reform Comm ssSi on

genui nel y sust ai n.
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|f you go all the way over to the right
with 3,000 machi nes, that nunber junps up
significantly to $151.6 mllion as taxpayer
relief. Again, a very significant anount
of noney.

The other indirect benefit, if you | ook
down where the 10%is to the New York
Lottery, at the first scenario, the 1300
machi nes, you see $12 nillion additional
funds going to the New York Lottery. Well,
again, that's, through their fornulas, we
woul d ultimately benefit statew de, noney
avai |l abl e for education. So | don't know
if I"'mmking it clear, but you have a
doubl e benefit; you have the benefit of
generating revenues anywhere from 62
mllion to 151 mllion dollars directly for
school districts in Suffolk County, and
then indirectly, additional funds being

made avail able to the New York State
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Lottery, being distributed as it currently
I s throughout the state. Then there is an

addi tional benefit if OIBs were to be the

Homeowner's Tax Reform Conmi ssion
operators of the VLTs to increase the
revenues generated by OIB, which increases
t he anount of noney we distribute to the
County directly, which, again, provides tax
relief to the tax base of Suffolk County.
W woul d be able to increase that anount
whi ch woul d effect, obviously, the county
property tax in addition to the school
district property tax. So | think there is
no question that there is a significant
benefit that could be gained if we were to
nove in the direction of video gam ng
facilities. And we feel very strongly that

it is a very positive thing for the
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t axpayers of the Suffolk County, if it is
not over-regulated and if the state
approaches this in the right way. W also
think it would benefit all taxpayers in
Suffol k County on a nunber of levels. It
Is an option. It is sonething avail abl e.
W also think we're in a position to be
able to do it.

|'d be happy to take any questions if

anybody has any.

Homeowner's Tax Reform Conmi ssion
LEG LINDSAY: Yeah, I'msure there's a
| ot of questions for you, Jeff, but | just
had a coupl e.
So the charts that you have here are --
have been worked up to fit the existing

| egi sl ati on pendi ng?
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MR. CASALE: Yes. This is worked up
to -- based on the current fornul as that
exist in the state for Lottery. And these
plans are not new. These are things we
have been pushing for -- is it two years,
now, Russell?

MR KRATOVI LLE: Yes.

MR. CASALE: It's been about two years
t hat we have been pronoting and pushing for
this kind of |egislation.

These are all based on existing
formul as wherever the ganming facilities
have been set up, and Lottery's fornul as
for education distribution.

LEG LI NDSAY: And, you know, | nean,
it's pieinthe sky if we inplenent this
ki nd of systemthat we could apply all the

revenue to our |ocal school districts?
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MR. CASALE: Correct.

LEG LI NDSAY: Because, the fornula
that you are showi ng here --

MR. CASALE: And these are conservative
estimates, by the way.

LEG LI NDSAY: Yeah, but 26% goes to
New York State for education; 26% goes to
the Suffol k County school districts.

MR CASALE: Correct.

LEG LINDSAY: So we're in a position
that we're sendi ng noney back to Al bany
again, and then begging for it to cone back
again.

MR. CASALE: Yes. And that's the
nature of the Lottery rules. | think --
but the thing that we're trying to hammer
honme is that, that 26% that we would retain
here in Suffol k County -- not including

what gets sent to the state -- we strongly



24

21

22

23

24

25

10

11

12

13

recomend that that noney goes directly to
the school districts. There would be no
m ddl e person involved with this.

Let's say Suffolk OIB is operating the

VLTs. At the end of the year, or nmultiple

Honmeowner's Tax Reform Comm ssion
tinmes a year perhaps, based on the per
capita of student enrollnment at the school,
we woul d then distribute the funds directly
to the school districts. It's not unlike
pilot paynents that m ght be collected by
i ndustrial devel opnent agenci es sent
directly to a school district.

W woul d strongly reconmmend that if
this is done, that the school district gets
the -- the clear benefit of the revenues
generated by us distributing those paynents

directly to the school districts; nobody in
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the mddle, not passing it up through the
state or through the county and then to the
school districts. W just give the funds
directly to the schools.

And while the state Lottery m ght
benefit through this, which they are now
currently, it does nmake additional funds
avai l abl e to school districts through the
state aid process as is currently done
through the Lottery. So we would be
| ncreasi ng revenues through the Lottery

conm ssion, and the Lottery revenues would

Homeowner's Tax Reform Commi ssion
go up thereby providing nore revenue for
school districts. But we would al so be
providing direct paynents to the school
districts to alleviate the tax burden for

t he school s.
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That's the second chart that you m ght
want to take a |l ook at. Again, foll ow ng
t he sane exanple of the sane estinated
machi nes. And these are obviously not all
the school districts, but it's based on the
nost recent enrollnent figures. These are
exanpl es, and they are strictly exanpl es of
what paynents that would be --

LEG LI NDSAY: And the paynents are
wor ked out on a per student basis?

MR. CASALE: Per student, yeah, nost
current student enrollnent in that school
di strict.

LEG LINDSAY: And New York State
Lottery on top of everything el se takes 10%
off the top?

MR. CASALE: Yes. For their operating
expenses.

LEG LINDSAY: But we're installing
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machi nes and paying for the machi nes here?

MR, CASALE: No. | thought that two
years ago, and | think that was the case
two years ago. |I'mgoing to | et Russell
handl e that part of it. He's done sone
research on it. There's been a change in
how t he machi nes are financed.

MR. KRATOVI LLE: The operation of the
machi nes and security and ot her equi pnment
and oversight of the facility would be done
by New York State Lottery, and that's what
t hat noney woul d go towards.

LEG LINDSAY: So they are providing
t he equi pnent.

MR. CASALE: They woul d provide the
equi pnent. |In the past, that expense was
borne by the operators.

LEG LINDSAY: Well, if they are taking
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$12 mllion --
MR. CASALE: They m ght as well provide
sonet hi ng.
LEG LI NDSAY: Legi sl ator Now ck.
LEG NOWCK: Good norning. Thank you

for that presentation. Very interesting.

Homeowner's Tax Reform Commi ssion

| have just a few questions, and I'm
goi ng to go backwards now.

A certain percentage would go to our
school s, and then anot her percentage 20 or
25% woul d go directly back to New York
State. Wuld that then be sort of like a
doubl e-di pping, we'll still get -- a
percent of what we send them cones back
agai n?

MR. CASALE: Yes. Wat you woul d do,

theoretically, is that all the Lottery
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noney and all the revenue gained fromthe
Lottery today, goes through the process of
going up to the State and then distributing
it. You can go to the website and actually
see the distribution to education if you
need to. But this would increase that pool
of noney.

LEG NOWCK: That's what | thought,
and then cone back to us again. So if we
send them 26% we mght still get --

MR. CASALE: Right, sone percentage
wi Il cone back to you. But there wll

still be a greater anount available to

Homeowner's Tax Ref orm Conm ssion
school districts if we do it the way
Suffol k OTB proposes.

LEG NOWCK: Well, 26%of sonething is
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better than...

MR. CASALE: Right. And al so,
Legi sl ator Nowi ck, | just want to
enphasi ze, these nunbers are conservati ve.
| will say that a nunber of tinmes. The
experience has been nmuch greater. And
there's even sone argunents that Suffolk
County, because of its population, could
sustain greater nunbers of nachi nes than
we're showing. So the potential is there.

LEG NOWCK: Now, | had a question.

You nentioned that there's a
possibility that the tribes out east m ght
be running this. How does that effect what
we can get?

MR. CASALE: Yeah. [|'mnot totally
famliar with what's been happeni ng, but |
t hi nk everyone's read the newspapers.
There have been novenents to open up casino

sites here in Suffolk County by one of the
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| ndi an nations. And | don't believe -- and

Homeowner's Tax Reform Conmi ssion
again, Russell or Marietta can correct
ne -- | don't believe we would really see
that kind of revenue fromthose.

LEG NOWCK: That's what | was
wondering, and that does concern ne.

MR. CASALE: Yes. And | think ny
position has al ways been that wagering,
being a sensitive issue, and we're not
unawar e of the concerns that people have,
we always like to renmenber why off-track
betting was established back in the early
'70s. And one of the reasons was to
curtail illegal book-nmaking or any
problens. | have a problemw th renoving
wagering, whether it's Video Lottery

Term nal s or horse racing or anything el se
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| i ke that fromthe public benefit structure
that we currently have. That is sonething
that should remain in the public venue for
di stribution of any gain fromit to return
to the taxpayers, and that's where | think
it bel ongs.

LEG NOWCK: And the |ast question.

Under the current |egislation, you spoke

Honmeowner's Tax Reform Comm ssi on

about putting these nachines into -- at
racetracks. Can you put these nmachi nes
say, in Suffolk County, into the waiting
roomof Islip Airport or --

MR. CASALE: Sort of like |anding at
Las Vegas airport.

LEG NOWCK: |'mthinking of ways of
maki ng nore noney.

Can that be done or is it the
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| egi sl ati on says specifically only certain
areas?

MR. CASALE: |'mnot sure the
| egi sl ation dictates certain areas. W
woul d propose there woul d be one particul ar
site, a destination for these kinds of
machines. | don't think we would propose
to put themin any other |ocations anywhere
el se in Suffolk County. That certainly
woul d help us with security issues and
ot her things that we would need to be
concerned with. So we envision that it be
done in one particular site, nuch |ike our
racing form Any of you famliar with the

racing formon Mtor Parkway, that's a

Homeowner's Tax Reform Conmi ssion
destination for a particular site. It's

separate and distinct and away from hones



10

11

12

13

14

15

16

17

18

19

20

21

22

23

and schools and other facilities. W want
it to be an adult destination, one that
could be easily nonitored and control |l ed.

LEG NOWCK: That woul d be anot her
probl em then. Because, the nachine stands
out there. Anybody can put noney in there.

Is it credit card or...

MR, CASALE: No. New York State
prohi bits any kind of wagering through
credit cards.

LEG NOWCK: So that is a whole other
concern. So | guess waiting on line at the
bar at the Cheesecake Factory --

MR. CASALE: Isn't going to happen
(laughing.) Nor should it.

LEG. LI NDSAY: Okay, Lisa Tyson.

|f | could ask the Conm ssioners, when
you ask a question, if you would announce
your name first, because our stenographer

I s having troubl e reading the nane pl ates,
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to soneone el se.
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M5. TYSON: |'mLisa Tyson.

| have two questi ons.

One question is: Wy is this
specifically for education? D d you decide
on your own in making this proposal that it
woul d be rather than going for Suffolk
County, or does it have to go towards
educati on?

And ny other question is: Have there
been denographi c studies of the inpact on
poor people in expanding the ganbling
system that we have?

MR. CASALE: First question, the answer
Is: This is based -- video gam ng in New

York State is part of New York State
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Lottery system and it's the only nechani sm
avai l abl e to have that; okay? Because of
that, then the distribution of funds would
have to follow the distribution of funds
that currently exist for scratch-off
Lotteries or the other Lottery ganes that
currently exist. So that, | guess the
answer to your question is yes, it would go

t o educati on. It would have to, based on

Honmeowner's Tax Reform Conmi ssion
the current --
M5. TYSON:. But right nowit's being
distributed differently, though.
MR CASALE: Yes.
M5. TYSON. It goes to all different
parts of the State. So you're saying it's

a different distribution.
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MR. CASALE: Yes. The proposal we are
recommendi ng, or we suggest woul d occur,
woul d be instead of sending it to the
State, any funds generated through video
gam ng, we would follow the fornulas, send
to the State its 10% porti on or whatever
ot her funds need to go to Lottery, but the
excess, or the anount that woul d be
generated specifically for Suffolk County
school districts, would be distributed
directly to the school districts, not go to
a third party and then off, you know. ..

M5. TYSON:. That woul d need sone sort
of | egqgislative change.

MR, CASALE: Russell would be able
to -- under the current change in

structure, just explain.

Honeowner's Tax Reform Conm ssi on
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MR. KRATOVI LLE: Under the current
structure of the bill that is floating the
senate, this is the distribution of the
current bill.

LEG LINDSAY: Mel, did you have a
guestion?

M5. TYSON:. OCh, I'msorry, ny second
guestion wasn't answer ed.

MR. CASALE: | imagi ne there have been
many studies done with regard to wagering
and ganbling all across the country. |
don't have those figures in front of ne.
|'d be happy to forward themto you if you
want them | imagine there are different
scenarios that could happen. There could
be an inpact, obviously, on any segnent of
t he popul ati on whether it's | ower incone or
even weal thier nenbers of the popul ation,
for those that m ght do excessive ganbling.

And we're very sensitive to that. W have
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sel f-excl usi on prograns and we do
everything we can to limt its exposure.
| nmentioned earlier to Legislator

Now ck, that we definitely don't |ocate

Honmeowner's Tax Reform Comm ssi on
anyt hi ng near schools or residential areas.
W try to keep it strictly as an adult
desti nati on.

But | will be happy to get those
studies for you; they do exist. And I
i magi ne there are all different kinds of
findings. It just depends on -- not just
the incone levels, but it mght even have a
|ot to do with [ ocation what part of the
country, what part of the state. But |
will get that for you.

MR. FARKAS: | just have a couple of

qui ck questi ons.
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First, | didn't catch what the bill
nunber and the sponsor was? | wanted to be
able to |l ook it up.

MR, CASALE: Just one second. | know |
have it. It's a New York State senate bil
t hat was i ntroduced.

(M. Casal e perusing docunents.)

MR. CASALE: It's Sb5340A, sponsored by
Senat or Nozzoli o.

MR. FARKAS: |Is there any assenbly

| egi sl ation so far?

Honmeowner's Tax Reform Comm ssion
MR. CASALE: There's usually a
duplicate bill when the assenbly has been
| nt roduced.
MR. KRATOVI LLE: Not that |I'm aware of.
MR. FARKAS: Wth the OIB, how many

sites do you see as being possible?
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MR. CASALE: Right now, we would
envi sion only the one site.

MR. FARKAS:. Just the one site.

MR. CASALE: Yes. And by the way,
specifically devoted to video gam ng and
not to any ot her operation.

MR. FARKAS: Thank you.

MR, KADEN: H . Ji m Kaden.

| have two questions. One is: Wen
Gover nor Pataki was tal king about video
Lotteries, they projected a revenue stream
of $325 million state-wide. W're
proj ecting an annual gross revenue of $272
mllion in Suffolk County alone. |Is there
a di sconnect there?

MR. CASALE: No, | don't think there
is. | believe when the governor was doi ng

his study, | believe it was several years



37

10

11

12

13

14

15

16

17

18

19

20

Honmeowner's Tax Reform Comm ssion

back, and the real experience of the VLT s
has been far greater than what the ori ginal
proj ecti ons were,

As | said, about a week ago, | was up
at the Finger Lakes Racetrack, where they
i nstall ed the video gam ng probably about
two years ago. They had originally
projected sonmething in ternms of net
revenues per nmachi ne of about $180 per
machi ne. They have far exceeded that.
They are doi ng about $238 per machine. So
| think based on the real experience, the
nunbers have been going up rather than
down.

| mean Suffol k County, just go to any
strip mall where there's a stationary store
and everybody is getting onto buses going
to Atlantic City for a day of

entertai nnent, or to Connecticut where
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they' re hopping the ferry. There's
apparently a high demand for that kind of
entertainnment. And, Long Island is
slightly nore affluent, probably, than the

rest of the state, so | think we would see

Homeowner's Tax Reform Conmmi ssion
nore activity wwth regard to --

MR. KADEN. You ran into ny second
guesti on.

MR. CASALE: Okay.

MR. KADEN. Why would | believe that
the state, with another major cash-cow
opportunity, would allow that noney to stay
here. And even if you pass |aws, as we
well know with the regular Lottery, the
noney fromthe Lottery goes to the
educati on, they just stopped giving the

aid. It didn't go on top of the aid; they
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just replaced the aid. So why woul dn't
this be the sane thing?

MR. CASALE: | think you are expressing
the sane kind skepticismthat every
t axpayer feels, and certainly that we feel
at OIB. Part -- ny statenent earlier was
about |egislative reformand regul atory
reform OIB, | think is a trenendous asset
to Suffol k County, for instance. W've, as
| said, generated over $200,000 mllion to
the taxpayers for the Suffol k County

budget .

Honmeowner's Tax Ref orm Conm ssion
Unfortunately, we are -- even though we
see greater and greater gross revenues over
the years, the state regulations, you're

right, they see it as a cash cow. Less and
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| ess was avail able to the taxpayers of

Suffol k because the state, through its

regul ations and the industry, were taking

nore and nore from us.

t hi nk what's uni que about the

proposal we support, and that we woul d be

very happy to adm nister, would be the

direct distribution;

m ddl e person.

MR KADEN: Yeah, but as | said,

really,
it goes to ed,

distribution to education, all that really

there's a direct

not goi ng through the

the Lottery right now, even though

happens there is ny district would get $1.7

mllion fromyou,

and the state woul d say

you're getting $1.76 mllion from Suffolk;

we're going to substitute your state grant

for $1.78 mllion.

MR. CASALE: | can't argue with you on

t hat

| argel y because |

agree wth you.
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mean, we just nentioned the STAR program
we've all seen what's happened with that.
You know, the property -- ny tax bill keeps
goi ng up even though I look at ny bill and

| see a credit for STAR It is part of the
problem | think, in New York State. It's
not unique to Suffol k County, but | think
we have to give it our best shot, and | do
think direct distribution is one way to
address that concern.

You woul d hope that the State woul d not
take less and |l ess out of the Lottery to
give to the individual districts, but I
think seeing that direct distribution is
sonet hing that school districts could count
on every year. You know, in terns of

budget preparation, they would know what
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their revenue source was. That's the way
to go.

| understand your skepticism W have
the sane problemat OIB. W could be
generating nuch nore to Suffol k County
taxpayers if the State woul d address sone

of the regulatory issues that are out

Honmeowner's Tax Reform Comm ssion
t here.

LEG LINDSAY: Well, that was the
observation | made before on the cuff here,
is, really, if you ook at it, only 26%is
going to our schools. The other 26% goes
to New York State, which cones back to us
and sonebody is going to beat their
chest and --

MR. KADEN. Yeah, but ny fear is even

worse than that. M fear is that you'll
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get the 26% fromthis, and they'll cut your
state aid by that sane 26 and you w Il have
no benefit to Long Island. That's what
happened with the regular Lottery.

LEG LINDSAY: Dan, you had a question.

MR. BAHR: Yes. Dan Bahr.

The projections, it seens to be, were
based on VLT sites such as Harness Tracks
where there's a stream of people that are
there for reasons other than VLTs. Do you
have any experience with sites that are
solely dedicated to these term nal s?

MR. CASALE: There are none in New York

State, | believe, that are not related to

Honeowner's Tax Reform Conm ssSi on
tracks. lt's one of the current
regul ations that are governing this

process. However, again, | think sone of
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the studies that have been done, show, (A
our population in Suffolk County is far
greater than any section, or concentration
of population is far greater than any of
the track areas. So just by nunbers al one,
we woul d be doi ng nmuch better.

Second, we do have a nuch nore affl uent
popul ati on; and,

Third, as | said earlier, the nunber of
peopl e | eaving Suffol k County every single
day to go to New Jersey, to go to
Connecticut, and pretty soon to go to
Pennsylvania to wager. |[It's just
astronomcal. And | think nost Long
| sl anders woul d rather stay closer to hone
for that kind of entertainnent if they
coul d.

The demand is there. And we need to
face reality; there are going to be VLTs

sonewhere close to us, within forty m|les,
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Racetrack. They are going to be here, and
nore and nore revenue is going to | eave
Suffol k County and go to Nassau County or
to any other part of the state. So | think
Suffol k County coul d sustain those nunbers
very easily.

MR, KRATOVILLE: If | could add one
nore thing to the question you asked. At
Sar at oga Har ness, they | ooked at the
denogr aphi cs of the people who are wageri ng
on VLTs versus those wagering in the
racetrack, and they found that over 90% of
their custoners are nutually excl usive;
that it's not a spillover fromone to the
ot her.

LEG LI NDSAY: Gary was next.
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MR BIXHORN: | think | share --

LEG LI NDSAY: Gary, if you could just
gi ve your nane.

MR, Bl XHORN: Gary Bi xhorn.

| think | share Jimand Bill"'s
skepticismin terns of the return on the
dollar to Long Island. And also, if we

start sending nore noney up to Al bany, two

Homeowner's Tax Reform Commi ssion
things are going to happen: W're going to
get a small share back and the noney w ||
probably serpent other funds that are
al ready comng in. But, it sounds to ne

| i ke the proposal that you are supporting
Is as an el enent of desirability for us in
terns of the ability to keep sone funds

right in the County.
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Have you devel oped a proposal for
| egi sl ative reformalong the |ines of the
points that you nentioned earlier so that
if we were to support sonething like this,
we coul d support a reformthat would keep
nore of the funding Long Island?

MR. CASALE: You are raising a very
good concern, and very real problemfor
OIB' s across the state as well as, I'm
sure, and for the Lottery, as well. | can
tell you that we at Suffolk OIB --
particularly under ny predecessor Tony
Afferlaro (phonetic) -- have been very
vocal and very active with regards to
| egi slative reform Tony Afferlaro used to

refer to it as "the di sfuncti onal

Homeowner's Tax Reform Comm ssi on

distribution of revenues in New York
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State." And that pretty nuch sunms it up.
If you |l ook in today's newspaper, | believe
it was in New York Post, the story about
New York City OIB, there was an article --
| just saw it as | was |leaving the office,
about that very issue; that problem of
reformthat's needed and how much | ess and
| ess is available to taxpayers. So if you
get a chance, | ook at today's paper wth
regard to that. And that's just specific
to horse racing and OIBs, particularly New
York Gty OIB.

But | guess I'msaying to you that we
have been very active, the OIB presidents
across the state, and there are six of us
who wll be neeting, in fact, this com ng
weekend to di scuss sone issues relative to
what you just raised. | wll again bring
up to themto push even in their |ocal

communities, the VLTs. | think your
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very good step for Suffolk County in

considering this. | nean -- |'m not

46
Honeowner's Tax Reform Conm SSi on

suggesting that you are supporting this
kind of program but | think the nere fact
that you are willing to discuss it openly
and honestly and understand that the
potential for that revenue bodes well for
the people of Suffolk, | would hope that we
woul d do that across the state. The OIB
presi dents have been advocating this for
quite sone tine.

The other -- | just want to go back to
sonething else that's relative to what you
sai d.

Suffolk County is the only region of

the six OIB regions in New York State that
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does not have a racetrack within its
borders. And that's a probl em because as
VLTs are starting to surface, they're
surfacing in every other region with those
regions getting the econom c benefit of
tourismand the other things that m ght go
along with this. Suffolk County doesn't
get that.

So we're suggesting that we start here

in Suffolk County with a VLT separate from

Homeowner's Tax Reform Commi ssion Y
all the others.
MR, BI XHORN: | just want to nake one
other comment. It has to do wth the

distribution of the funds to the school s.
| f you do get into a position where you
are authorized to do that, in terns of a

funding formula, one of the things we're
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al ways sensitive tois the equity -- and we
do have rich districts and poor

districts -- and a strai ght per capita

di stribution on a per pupil basis doesn't
address those issues. So | knowit's way
down the line, but when it cones to that
poi nt, you mght want to consider sone

ot her factors in the fornula.

MR. CASALE: Yeah. | would tell you,
personally, | agree with you. W did this
for denonstration purposes only of what it
could nean as a direct distribution based
on student enrollnent. But | do think you
are right in that there are other factors
that need to be addressed according to
school districts.

And again, unfortunately, the state is

Homeowner's Tax Reform Comm ssi on
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the one that has to take that up, but
dually noted. | agree with you.

MR. LINDSEY: So, Gary, you are
suggesting we create our own school
f ormul as?

LEG NOWCK: That's a good idea.

MR. BIXHORN. | think we could do a
good job of it.

LEG LI NDSAY: Legi sl ator Now ck, you
had a questi on.

LEG NOWCK: Yes. Just quickly --
wWth respect to the tine -- and | think
that nmaybe Russell m ght have answered it,
my concern was that if the Video Lottery
Term nal was at the sane place where there
was horse racing, would that take away from
t he noney that was being spent on horse
raci ng? And what Russell said was that you
find it is two different groups of people.

MR, KRATOVI LLE: Yes. At Saratoga
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found that they are nutually excl usive, one
fromthe other; that there are horse

raci ng --

Honmeowner's Tax Ref orm Conm ssion
LEG NOWCK: Just that they are not
going to borrow from Peter to pay Paul.

MR. CASALE: Yeah, that's always a

concern. | don't think that would bear
out. | actually think the opposite would
happen. | think that it would benefit

Suffol k OIB on a nunber of levels, in terns
of horse racing as well as the VLTs. |
thi nk that you woul d see increased revenues
on both ends as a result.

LEG LI NDSAY: M chael ?

MR. BERNARD: Hi, Jeff. M ke Bernard.

Did you do projections on costs? You
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don't have a facility now, | inagine, so
you woul d have to either |ease or buy a
facility. How big a facility do you
| magi ne woul d hold 3,000 nachi nes plus, |
guess, operations? Security, is going to
be a big issue.

MR. CASALE: When we first started
| ooking at this several years ago, two to
three years ago, | won't say the | ocation,
but we had | ooked at a site that | believe

was over a hundred thousand square feet.

Honmeowner's Tax Reform Comm ssion
So dependi ng on the nunber of nachines you
have, you m ght be |ooking at a facility
that could be a 150,000 square feet,
110, 000 square feet, depending on how many

machi nes you have available to you. There
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are security issues that we would have to
addr ess.

What Russell was speaking of earlier
was that the |aws have changed a little.
W woul d not have to | ease the equi pnent --
am | correct, Russell?

MR. KRATOVI LLE: That is correct.

MR. CASALE: The state Lottery woul d
provi de those things.

MR. BERNARD: That's nmai nt enance as
wel | ?

MR, CASALE: They would maintain the
machi nes on a technical |evel, | guess,
t hey would mai ntain the nmachines. W would
have to provide our own cl eani ng services,
attendants.

You know, these facilities do provide
jobs, as well, so there is an added

econom ¢ benefit. Suffolk OIB enpl oys over
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400 enpl oyees across the county right now.

| imagine if we add a facility like this,
we woul d add many additional jobs. So
there's an added benefit. But | think
you're looking at a facility probably close
to a hundred, 110, 115,000 square feet,
sonmewhere around there, to get started.

LEA SLATOR LI NDSEY: Robert Lipp.

MR LIPP: Just a statenent.

My own personal observation is it
doesn't look |like a good deal. And the
reason, to ne, is directly we get about 26%
of the action. O the other school, New
York State education, their 26% we would
get back about probably 20% of that, or a
little over 5% so that we're up to 31%

And then | don't know how nuch from OTB.

So let's say for argunents sake, we get
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athird of it. Froman econom cs
perspective, we |lose two-thirds of a
dollar. So | go out and | spend ny noney
on this sort of stuff, and two-thirds of
every dollar | spend wi nds up getting

| eaked out of l|ocal econony. |It's a very

Honmeowner's Tax Reform Comm ssi on
bad, negative economc inpact. W leak to
such | ow percentage. W' d be nuch better
of f using a revenue such that we got al nost
a hundred percent of the dollar.

Not to nention, there are plenty of
studies out there, which | don't claimto
be an expert on, over the | ast several
years, that | ook at the negative inpact
associ ated with gam ng.

That's ny statenent.

LEG LI NDSAY: Anybody el se have any
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conment s?
(No response.)

LEG LI NDSAY: Jeff, just a couple of
things. "1324," why such an odd nunber?

MR. CASALE: Go ahead, Russell, you
expl ai n that one.

MR, KRATOVILLE: | wanted to have sone
actual nunbers, so | used the current
scenari o at Saratoga Raceway. They have
t he nost experience, and we thought was the
cl osest in denographics to Suffolk County.
So that's the nunber of nachines that's

currently at Saratoga Raceway.

Honmeowner's Tax Reform Comm ssion

LEG LI NDSAY: You know, we just heard
M. Lipp about |I'm not happy with the
retention of the revenue. On the positive

side of it, though, is it's a new revenue
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source that people buy into voluntarily.
It isn't atax. And that is certainly
beneficial; that if you are of a mnd to
ganbl e, you know, ganble locally. If you
don't have a mnd to ganble, nobody is
tw sting your arm and saying you have to
ganbl e.

Jeff, you are about the closest thing

we can cone to a bookmaker, so |l et nme ask

you --
(Laughter.)
MR. CASALE: |'ve been called worse
t han that.
(Laughter.)
MR. LINDSEY: -- we have kicked around

the idea of an exclusive Long Island
Lottery. \What are your thoughts on that?
MR. CASALE: As | nentioned to you

privately, that's not an issue |'ve | ooked

into very deeply. | do think you would run
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into the sane concerns that have been
rai sed here today; that if we were to have
a Long Island Lottery, it has to be done
t hrough New York State one way or the other
because of the state Constitution limting
any kind of wagering. There's only two
forns of |egalized wagering in the state;
one woul d be through the Lottery, and one
woul d be through Suffol k OIB for apparently
this kind wagering prohibited by the
Constitution and everything else, and |
think you would -- you know, then, if you
were to have a Long Island Lottery, you
woul d still have to have it regul ated and
run through the State of New York, and I
think you would run into the sane issues

that were just raised by one of your
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Comm ssi oners about seeing only two-thirds
of it comng back. Again, it's a guess on
ny part, but you would probably only see
about two-thirds of that com ng back to
Suffol k County as well.

| think no matter what you do, if the

State is involved, they are going to take

Homeowner's Tax Reform Conmi ssion
their cut. And | think to believe
ot herw se we woul d be naking a m stake. It
doesn't nean | think it's a bad idea. |
think it would be a great idea if you had a
regional Lottery that would benefit
specifically Suffolk County. | have no
| dea now what the nunbers are. | can tell
you that there are OIB branches we're doing

a significant anmount of Lottery sal es.
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Russel|l actually tracked that for a while
or --

MR. KRATOVI LLE: Well, we recognize
revenues of about a hundred thousand
dollars to Suffolk OIB, and we only have it
in six of our |ocations.

MR. CASALE: Six |ocations.

So, yes, there answer to your question
goes that there is the potential for a new
source of revenue through a regional
Lottery benefiting just Suffol k County, but
| do think you would run into the sane
difficulties that you run into now wth the
return on that dollar. | think it's going

to be simlar to what you experience wth
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t he State.

MR. LINDSEY: Keith [sic], are you
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aware of any other regions in the State
that has a local Lottery in addition to the

State Lottery?

MR. CASALE: | don't think there is.
|"'mnot aware of it. | don't think any
other region does it. | think it would be

prohi bited and woul d require speci al

| egi sl ati on through the senate and
assenbly, and then you woul d have to get

t he governor to sign off onit. And |
would imagine if it was started here, it
woul d probably be desirable across the
state. | could just see that battle in the
Legi sl at ure.

MR. RUSSELL: One of the things that
shoul d be considered here is that New York
State Lottery joined into the Mega
MIlions, which is actually over a broader
nunber of states, because they find that

t he nost wagering that people do is where
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they can get the largest pot. So one of

t he negatives of having a local Lottery, is
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t hat you probably would not have the
sanme -- be able to offer the sane type of
j ackpots that the state-w de Lottery woul d.
So there's a possibility that people would
still choose to do state-w de Lottery.

LEG LINDSAY: That's a good point.

Before | -- we go on, and |l et these
folks go on their way, and it's question |
have for the superintendent and the school
board representatives, do we have any idea
i n dollars how nmuch school expenses went up
across Suffolk County in a total anount?

(No response.)
MR. LINDSEY: The point that |'m making

here, is if we -- looking at Jeff's sheet
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here, and if you took the m ddle colum of
2,000 machines, and it would be a net
revenue of $49 million directly to Suffolk
County school s, would that nunber be
anywhere's near the anount of nobney we
woul d need to freeze | ocal school taxes?
MR. KOHLMAN: | believe |ast year's
school expenditures went up on average

probably about 5 to 6% The tax rates, the

Honmeowner's Tax Reform Comm ssion
tax levies, went up at a higher rate
because the incone other than property
taxes didn't keep pace with the expenditure
| ncrease.

We coul d easily develop the nunbers in

terns of, you know, working up the
percentages. | just don't have themwth

ne.
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LEG LINDSAY: |'mgoing to ask, Mtch,
I f you woul d know what the increase in
nunber was?

MR, PALLY: | don't know.

MR LIPP. | could give you the
property tax nunbers if | pull up ny files.

MR. LI NDSEY: Yeah, but from one year
to anot her?

MR LIPP. | can give you the growh
and property taxes by school district back
to 1970 in dollars or in growh rates, but
| have to call up off ny conputer.

LEG LINDSAY: It would just -- you
know, in terns of when we've been talking
about a great deal of discussion about

changing fromreal estate tax to incone

Homeowner's Tax Reform Comm ssSi on

tax, and we've been talking in terns of one
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replacing the other, now we're going to
start to look at other alternatives, and it
doesn't seemto -- you know, you just can't
rai se enough noney to repl ace the real
estate tax altogether. And just a thought,
what ki nd of nunber would we need to freeze
property taxes?

And that's where | was going, and |
wanted to see if that was...

Li sa?

M5. TYSON. |If anything, it would
freeze it for one year. | nean, it |ooks
| i ke the nunbers m ght be enough for one
year. But then the next year, it's the
sane situation. This is not going to
| ncrease every year. This is pretty nuch a
stagnant nunber. It's not going to
multiply every year unless you add nore
facilities. So it mght just deal with one

year's increases, but that's it. So every
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year, with inflation, school budgets have
to go up. So this wouldn't be -- this does

not grow.
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(Leg. Now ck and Leg. Lindsay
confer.)
LEG LI NDSAY: Right.
What Legi sl ator Now ck just pointed out

Is we don't know whether it's way on or way

over.
Jeff, | thank you, and Ms. Seaman, |

t hank you for comng. | thank you for

bringing people. It was a very interesting

di scussi on.

MR. CASALE: Thank you for putting up
with ny failing voice. But |I'd be happy --
| f anyone wants to follow up with any

guestions separately, |'d be happy to
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provide that information, and |'Il get
Ms. Tyson the information she needs.
MR. LINDSEY: Thank you.
MR. CASALE: Thank you.
(At this tine, M. Casale,
Ms. Seaman, and M. Russell left
t he neeting.)
MR, LINDSEY: What I'd like to do now
isl1'd like to backtrack a little bit, and

|"d like to go back to our discussions.

Honmeowner's Tax Ref orm Conm ssion
You know, we've had a nunber of
presentati ons about the inconme tax and the
i ncone tax replacing the real estate tax,
and | had a nunber of things that | wanted
to bring up and to get people's opinion on

that system There's a |lot of flesh that
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has to be put on the bone, so to speak.

For exanple, ny visionis -- we have to
start thinking about comng up with a final
report, which, by legislation, unless we
get an extension is mandated by the end of
Septenber. And, you know, what | was
hoping to do is to conme up with sone kind
of report that everybody -- first of all,
the majority of us could buy into, and that
woul d have a road map with different
shoots. You know, here are sone positive
t hi ngs that could be done to change the
situation on Long Island in terns of the
burden of real estate taxes. And we've had
sone discussion initially about the state
aid fornul as, about Long Island' s school
districts not getting an equitable share of

the noney that we send Al bany back here,
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and certainly that should be part of -- or
one of the options, which, you know, what
" menvisioning is, you know, seeking and
asking the State to, by statute, to nmandate
a percentage of dollars back to Long

| sland -- you know, whatever that is --
i nstead of this gane that we go through
every spring of how nmuch noney is going to
be allotted to the state aid to our school
districts instead of, you know, we send up
a dollar, we want 60 cents back, or 70
cents back or whatever the nunber is.

The second thing is, you know, | think
with the amount of testinony we've had that
we should put a section in about an incone
tax. And there's a whole bunch of things
that | have sone questions about. You
know, the first thing is: |If we were to

switch to an incone tax to fund our



21

22

23

24

25

10

11

12

13

schools -- and this is ny personal
feelings, and |'m |l ooking for input -- the
only systemthat | could support in that
way is one that totally replaces the

school's real estate tax. | feel very
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strongly that if we inplenented an incone
tax and you left the property tax in place,
there would certainly be a huge
creditability gap with our citizens because
they would view it not as tax relief,
but another tax. You just put another tax
on me in this whol e discussion.

Does everybody feel that sane way?

MR PALLY: Bill, | think the question
is: Are you replacing the entire real
property tax or just the residenti al

portion of the real property tax? Because
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that has --

LEG LINDSAY: Well, that was sonething
el se that | was getting to, Mtch.

MR. PALLY: Because that has
significant differences because various --
we all know various school districts, pay
significantly different percentages by
their residents than they do by their
commer ci al taxpayers dependi ng upon the
percentage of their property, and the taxes
as we clearly knowis based in their

district. And just take for exanple, Port

Homeowner's Tax Reform Commi ssion
Jefferson and Northport, which pay a
significantly lower tax rate because all of
us pay a portion of their tax rate because
of the power plants.

|f -- so, the issue there relates to an
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equality of distribution of the residential
and comercial tax rate across school
district lines, which, in ny opinion, is a
corollary to this discussion, not
necessarily separate and apart because that
s going to have a different inpact
dependi ng on where you do it.

You know, there are a variety of
consequences as you nove down the list to
the answer of your question.

LEG LI NDSAY: Ckay, so why don't we go
to those corollaries, and discuss them a
little. But Megan, if you could put down,
"I ncone tax" on the top, and "incone tax
repl ace real estate tax," with a question
mar K.

You know, it sounds |like a sinple
concept, but you get into a whole bunch of

ot her questions. And sonething that --
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well, at the top of ny list, is -- and it's
sonething that | know is near and dear
especially to the east end school
districts, is the second hone. A great
deal of their real estate tax base cones
from honeowners that do not |ive here year
‘round. And if you switch to an incone
tax, there would be a total |oss of revenue
there. And | tend to agree with the Harvey
Levenson (phonetic) presentation; that if
we were to use an incone tax, it should
only be on owner-occupi ed hones.

MR. KOHLMAN:. The issue of East End
real estate is also conplicated by the fact
t hat those people, nost often, don't pay
I ncone tax locally, either.

LEG LI NDSAY: And well --

MR, KOHLMAN: Essentially, what |I'm
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saying is you | ose both.

LEG LINDSAY: But ny point is that if
it was a second hone, | think what Harvey
prescribes to is that it would still be on
the real estate tax rolls.

MR, PALLY: | think you would have a

Homeowner's Tax Reform Commi ssion
very substantial constitutional question
there of treating two different hones
differently depending -- | nean, |'m not
saying you couldn't do it, but | think
there's a variety of |legal issues involved
in that as to whether or not it is
sonebody's primary residence. Because, it
still is an owner-occupi ed house. The fact
that they may not be there 365 days doesn't
mean it's not owner-occupied. It's a

rental, | understand that issue. | think
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that's the point you were trying to nake.
But just because | own ny house in
Sagaponic and | only live it in for 42 days
doesn't nmake it not owner-occupied; it just
makes it owner-occupied for a small period
of tine.

MR. KADEN. It's not a primry
resi dence.

MR PALLY: It's not ny primary
residence. M primary residence may be
somewhere el se where | vote. So that's
going to be an issue that | think Tom was

getting to for that aspect to it al so.

Homeowner's Tax Ref orm Conm ssion
So | don't know whet her
“owner - occupi ed" is the proper term nol ogy.

| think you're tal king about the primry
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resi dence.

LEG LINDSAY: Well, what if what w're

trying to exclude is the in-betweeners;
that they -- you know, say they reside in
the city, and they pay incone taxes --

MR PALLY: In the city.

LEG LINDSAY: -- inthe city --

MR PALLY: Right.

LEG LINDSAY: -- and if we exclude
them from paying real estate tax here --

MR. PALLY: They get a significant
benefit.

LEG LI NDSAY: Well, they get a free
ride.

MR, PALLY: That's true.

LEG LI NDSAY: So maybe it shoul d be
based on if to qualify as your prinmary
resi dence, is that you have to pay incone
tax in this jurisdiction.

MR PALLY: It's an 1 ssue --
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Homeowner's Tax Reform Conmi ssion
woul d that be policed. How would we check
that? | nean, what body woul d be
responsi bl e? W have --
LEG NOWCK: Look at the STAR program
MR. BERNARD: Well, as an exanple, as
Lynn just pointed out, the STAR program
We've got many people, we find, over the
years that claimnultiple primry
resi dences, which is clearly in violation
of the Real Property Tax Law. The | aw says
you can have one. And they claima husband
in one, a wfe in another. | could see
t hat happening with a city resident, you
know, that are going by nore than one
I ndi vi dual, and, you know, anything they

can to try and get around paying the tax,
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they are going to do. | nean, that's ny
opi nion and that's ny experience as an
assessor .

LEG LI NDSAY: Wll, see, first of all,
the systemthat | envisionis not to file a
separate form It would all be on your
State incone tax form

MR, PALLY: Right. As the city does

Honmeowner's Tax Reform Comm ssi on
now, or Yonkers does now.

LEG LINDSAY: Right. And | believe
you have to indicate what school district
you are in now.

MR, PALLY: That's true.

LEG LINDSAY: Al right? So, if you
pay -- if you indicate that you pay incone
tax on your primary residence, you would be

exenpt fromyour real estate tax.
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MR. BERNARD: But then again, how would
we know to levy a tax on that property? |
nean, there's going to have to be anot her
mechanismin place, | guess, between the
State Departnent of Taxation and Fi nance
and the |ocal towns. Because, unlike
Nassau, which is a single assessing unit,
Suffol k County has ten assessing units. So
we woul d have to have that brought back
down to the town | evel.

LEG LI NDSAY: | guess there would have
to be sone kind of nmaster |ist devel oped
and distributed to the ten towns.

LEG NOWCK: But what you are sayi ng

i's how do you know it's Suffol k and not New

Honeowner's Tax Reform Conm SssSi on
York City.

MR. BERNARD: Yeah, but that woul d, as
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Mtch, | think, pointed out, that would
probably be listed on their tax return. So
they would Iist a New York Cty -- a
Manhattan address, and that's the school
district as where they are paying their

i ncome tax. So their second hone in

West hanpt on woul d t hen have a property tax.
But how woul d t he Sout hanpt on [ si c]
assessor know that, or tax receiver, how
that would work there?

LEG NOWCK: Then everybody woul d have
to show their incone tax return. You get
them for STAR, for seniors.

MR. BERNARD: And there are nmany
retirees that do not pay New York State
I ncone t ax.

MR. PALLY: Right, because of the
pensi on excl usi on.

MR. BERNARD: Well, because of the

pensi on excl usi on and because they are
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of themthat get senior exenption which is
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in addition to the STAR It's a |ower
| ncone |evel. "467" of real property tax.
But thirty-two, four is the total gross
i ncone. And usually they are living on
Social Security, and if that's the case,
they are not paying State or Federal incone
t ax.

LEG LI NDSAY: Gary, you wanted to add
to this discussion?

MR BIXHORN: | think there's a
structural inconsistency between the way
t he schools are organi zed and the i ncone
tax. Wen 69 school districts in Suffolk
County and 56 in Nassau County, and the

conplexity of trying to transfer the entire



72

17

18

19

20

21

22

23

24

25

tax fromproperty to inconme, | just think
trying to put a systemin place that's
sensitive to 69 different budgets in the
County and 56 in Nassau County -- because |
think according to the study that Pearl
presented a little earlier this year --
you' d al nbost have to do it on a Long Island
basis, and it would very difficult to do it

on a county-by-county basis.

Honmeowner's Tax Reform Conmi ssion
And | always go back to the
presentation we heard last tine where we
started to deal with sone nore specifics in
terns of funding the particul ar school
di strict budgets, and there was a comment
“"Well, there's going to be a pot or a

bucket of noney and we'll have to figure
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out how we're going to distribute that," |
have -- | really think we need to see a far
nore wel | -devel oped proposal to kind of
neasure the -- even just exam ne the
feasibility of considering an incone tax.

According to the nunbers Pear|
presented early in our deliberations, it
sounded like it was a big lift, and | don't
t hi nk the second proposal nade ne any nore
confident that there was really -- that
there really is a feasible alternative.
But if it is, it seens |like there needs to
be sone nore neat on the bones.

LEG LI NDSAY: The only observation |
woul d make, Gary, is opposedly one to
examne, is our charter to devel op. So,

you know, | don't think anybody is going to
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conme in through the door and drop sonething
on the table. | think that's what this
di scussion is starting to develop into, is,
you know, if you ask people, should we get
away fromthe real estate tax -- and we've
heard testinony over and over again -- and
swtched to sonething else? And everybody
says, "yeah." But when we start to get
I nto specifics, we run into sone very dicy
| ssues that | don't think are unsol vabl e,
but | think, you know, it's going to take
sone thought. And that's what | was
hopi ng, to start that dial ogue today.

MR PALLY: Well -- and as Gary pointed
out, In any novenent fromone tax to
anot her tax, we have to nmake a set of
assunptions. You have to nake a variety of
public policy decisions to allow you to get
the nunbers. Because, whatever you

decide -- if we decide to exenpt second
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honmeowners, that's a public policy decision
we decide to nake that's going to force
ot her people to pay for the difference that

the other people didn't pay. Anybody you
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exenpt, makes sonebody el se pay for the
peopl e you just exenpted. So there are a
w de variety of decisions.

Anot her question is going to be: Ckay,
are we going to nove revenues fromthe
| nconme tax across school district lines or
i s whatever you collect in your district
stays in your district?

The problemw th that, of course, is
t hat sone school districts have nore incone
t han other school districts, a collective
| ncone, not necessarily an individual

nature. But if you add up the incone of
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people in every school district, they cone
out very differently. So to raise the sane
anount of noney woul d provide different tax
rates, to sone degree what we have now, in
di fferent school districts if you are not
going to nove noney across school district
lines. And that's a decision that you have
to deci de what you want to nmake, because
then you go back to the public and say,
Ckay, the people leaving in East Islip,

we're going to tax you on an incone tax,

Honmeowner's Tax Reform Comm ssion
but we're not going to keep your noney in
East Islip because West Islip is poorer
than East Islip or vice versa. But that's
a deci sion you have to nmake, and then and
only then, once you nake those assunpti ons,

can you cone out and said Ckay, here's what
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your tax rate is going to be: 2% 1% 3%
Now, you, taxpayer, can take what your
i ncone tax woul d be, conpare it to what
your school real property tax is, and
deci de for yourself whether you cone out a
W nner or not. Because there are going to
be w nners, individually, and | osers,
i ndividually, in this to get to collect the
sane anount of nobney. And those are the
tinmes -- when we've done those anal ysis,
you get stuck on those public policy issues
because as soon as you add to them you
can't figure out, okay, where do we go
next? In that regard.

LEG LI NDSAY: Well, the other thing
that you just raised was about five steps
down ny list, is if the assunption is if

you did cone up with an equitable system of
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replacing real estate tax with incone tax,
how do you distribute? Better wite that
down, Megan.

MR BIXHORN. And we really are --
going to Mtch's exanple -- we really are
al ready noving incone taxes between
district lines as we do every day with the
distribution of state aid. State aid is
basically incone tax and sal es tax.

LEG LINDSAY: But never mnd district
| i nes, regional |ines.

MR, BIXHORN: |If we could keep our
I ncone tax in our region, we'd be in great
shape.

MR. KADEN:. STAR has the sane purpose
of redistributing property tax into incone
tax as well, and a major shift to incone
t ax.

MR. KOHLMAN: | think one of the things



77

21

22

23

24

25

10

11

12

13

that you m ght have to do is really take a
much broader | ook county-w de, and see what
the conparison is. You know, you got to
make sone assunptions about exenption on

real estate taxes -- and | think you can

Homeowner's Tax Reform Conmmi ssion
get the incone nunbers -- and you can do a
conparison to see if the nunbers even | ook
promsing to explore it further.

Then, | think there's a whole set and
series of additional conplications. But |
this think you have to take it one step at
atime. |I'mnot so confident that the
| ncone tax could replace the real estate
t ax.

LEA SLATOR LI NDSEY: Well, see, the
other thing is -- again, you are down ny

| i st here -- but whether it's viable or
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not, is what's the price tag? You know,
are we tal king about a 3% you know, fl at
tax, you know, which, is another whole
| ssue, or are we talking about a 10% At
3% nost people would say, Yeah, that woul d
work; I'd be in favor of that. If you want
to start taking 10% of their incone, they
are going to say What are you crazy? |'m
going to pay real estate tax.

MR. KADEN: Well, the bottomline is
the price tag is the sane either way.

LEG LI NDSAY: See, | don't think that

Homeowner's Tax Reform Commi ssion
that's insurnountable, and | turn to

M. Lipp, and we have a nunber of what ki nd
of revenue we need to raise to replace the

owner - occupi ed -- owner -- what nunber did
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you work up?

MR LIPP: Wll, | have a |

ittle

sonet hing on the conputer, if you would

al | ow ne.

LEG LI NDSAY: Ckay.

MR. LIPP: Unless you don't
into it.

LEG LI NDSAY: No, | want t

want to go

0 go into

it. | think that's probably the neat of

the issue, as Tom poi nted out,

we tal ki ng about ?

is What are

(At this tinme, M. Lipp left the

meeti ng and subsequently returned.)

LEG LI NDSAY: You are not ready,
Robert ?

MR, LIPP: No.

LEG LI NDSAY: No, he's not ready.
Let's keep tal king while Robert is playing.

M5. TYSON:. | wanted to address the

first question about whether or

not totally
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elimnating the property tax was sonet hing
that we would support. And | wouldn't
support totally elimnating the property
tax. The property tax is a stable anount
of noney that you knowis comng in. And,
in times of recession, the incone tax is,
you know, nore volatile, they go up and
down. And I can't inmagine a school
district -- if there's a huge recessi on and
all the school districts are tied to this
i ncone tax, then the governnent is going to
need to nmake up a | ot of that noney.

And Frank Marrow from Fi scal (phonetic)
Properties, always says "Taxes really
shoul d be | ooked upon |ike a three-I|egged
stool; inconme, property tax and sal es tax,

and there's a balance in that stool to be
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made.” One thing that's great about New
York City, is they have such a | ow property
tax, nmaybe a thousand to $2, 000 per hone,
and then there's incone tax. And that's
the kind of thing we want to nove nore

t owar ds because then we do get those second

homeowners and t hose people who are

Honmeowner's Tax Reform Comm ssion
cheating their taxes, we are still getting
revenue that we can depend on.

But, you know, going back to what Frank
Marrow was saying, | think he nmade ne
understand that nmaybe locally an incone tax
cannot work for education. He was saying
an incone tax would work for County
governnment. But when you tal k about the
di stribution aspect of a county-w de or

Long-1sl and-wi de incone tax, it's a
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Pandora's Box on really how to approach
t hat .

And if this were a way to do that, and
if the commission really agreed to is to
support nore state aid for education com ng
from New York State whether we do what was
done several years ago with the incone tax
where it was a surcharge of higher incone
| evels -- | think 150,000, to 200,000 -- or
whet her we go back to sone of the tax rates
whi ch Frank Marrow was tal king about -- if
we went back to | think it was the 1991 tax
rate, we wouldn't need to raise any nore

noney for education right now Al of the

Honmeowner's Tax Ref orm Conm ssion
noney would be in the system But we have
traditionally cut the tax rates as well,

and then really starved the system of
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noney. At the sane tine, the state has
gone froma 50% anount of noney for
education, to what's |ess than 36% now.

LEG LINDSAY: It isn't that | disagree
W th you, Lisa, it's just that | don't
envi sion us comng up with one thing and
saying "This is the solution.” | see that
multiple road maps -- | nean, the easiest
thing in the world would be for the State
to keep the existing systemand for us to
get just a share of the revenue that Long
| sl and shoul d be getting, and it would
solve the problem But if that doesn't
happen, and you know, | think there's a |ot
of sentinent about throwi ng out the system
t hat we have now and | ooki ng at new ways of
doing it.

Are you ready yet, or you still need
nore tinme?

MR LIPP: Al nost.
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LEG LI NDSAY: Yes, Legislator Now ck?
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LEG NOWCK: Just to comment, two
concerns -- and you are right, Lisa -- if
we could change the fornula, that would be
great, but |I think if we could have changed
the formula and gotten our state
representatives to do that, then it m ght
have been done. And | wish it was.

The other thing is | don't think I
coul d support, as a representative of ny
district, telling nmy constituents that
we're going to change the system we're
going to add to your incone tax but we're
not really going to get rid of your
property tax. And they m ght be better
off, but I don't know that they'l|l see that

t hat way.
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O if you are paying a certain anount,
It mght be just splitting it up and nmaking
nore paperwork, so | would be alittle
concerned about havi ng bot h.

LEG LI NDSAY: Are you ready?

MR. LIPP: Yes, |I'mready.

Just so everyone's aware, | didn't have

much tinme to prepare this, a couple hours

Homeowner's Tax Reform Commi ssion

only. So that these are highly prelimnary

nunbers. |In sone cases | just threw

nunbers in there just as an educated guess,

whi ch may prove not to be mathematically

correct after | |look at sone detail, but

this will get everybody's brains thinking.
Ckay, what we're doing is we're | ooking

at alternative sources of |ocal revenue and
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possi bl e revenue sources that you see here
are the individual incone tax, sales tax,
nortgage tax, a deed tax -- which is also
referred to as a real estate transfer
tax -- and there's |local Lottery, perhaps
the video termnals that we di scussed
earlier. | don't have any nunbers for the
| ocal Lottery portion, just the other four.
Prelimnary estimtes of how nuch could
be raised are as follows: First incone
tax. 1%-- what | didis very sinply |
used the LI A nunbers that were presented by
Pear| Kanmer a few weeks ago. She had sone
school district nunbers, and | just
cal culated ny owmn 1% off of that. And |

| ooked at it three different ways.

Homeowner's Tax Reform Comm ssi on

LEG LINDSAY: Could | stop you there?
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MR LIPP: Sure.
LEG LINDSAY: Is that nunber including

the commercial and industrial base or just

the --

MR LIPP. Ckay. This is not the
property tax side. [It's just the different
alternative sources. Then |I'Il speak to --

LEG LINDSAY: | know that. But the
| ncone tax that you are tal king about, is
that a tax across the board on all incone
or just individual inconme?

MR. LIPP: Individual incone. Good
gquestion. It's an individual incone tax.

Ckay, so there were three options |
considered, all with 1% One is no
exenption; another, there would be a
$10, 000 exenption; and the third, a $20, 000
exenption. An "exenption" is how nuch you
coul d reduce your incone by -- your taxable

i ncone -- off the top. And for instance,
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as an exanple, a flat tax rate, one tax
rate of 1% or whatever it mght be, is

considered a flat tax or portionable tax,

Honmeowner's Tax Reform Comm ssion

not a progressionable tax. However, if you
add an exenption, and the higher the
exenption going fromsay, 10 to 20, 000, the
hi gher the exenption the nbre progressive
it Is, sinply because the nore relatively
| ow-i ncone people would be excluded from
having to pay it. So actually, a one-rate
tax systemcould be highly progressive in
theory if your exenption was hi gh enough.
Just a point to note.

And you could see here the dollars that
woul d, estimated, be generated.
382 mllion, with no exenption; 335 with a

$10, 000 exenption, and 228 with a $20, 000
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exenption. That's per 1%

And the gane here is going to be to
| ook to see how nmuch we need to raise in
terns of property taxes and then go back
and conpare that to these nunbers.

MR. PALLY: Can | ask a question on
t hat ?

LEG LI NDSAY:  Sure.

MR PALLY: In the two places in the

State of New York where there is now a

Homeowner's Tax Reform Commi ssion
| ocal incone tax -- actually there are
three: Gty of New York, Gty of Yonkers,
and City of Buffalo -- they do not have
their own tax rates or exenptions. They
take it off of a percentage of your state
tax. So you figure out how nuch you owe

the State of New York after you do all the
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exenpti ons and everything, and then the
Cty of New York, then inposes a tax on
t hat anmount, a percentage of your tax. |
know, because ny daughter pays it in the
city. This is a different type of systenf

MR. LIPP: Yes. The answers are the
followng: | have a call into the state to
try to get sone nore detail in to | ook at
that particular type of option, but given
the very limted data --

MR. PALLY: | understand.

MR LIPP. -- thisis all |I could go
Wi th.

LEG LI NDSAY: But the point you are
maki ng, Mtch, is wth exenptions, that
woul d reduce that revenue stream

t remendousl y.

Homeowner's Tax Reform Comm ssi on
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MR PALLY: Well, right. Because,
there are obviously state law, a variety of
exenptions for a variety of people who
reduce their incone by sone percentage,
people, differently, figure out that they
now owe a hundred dollars in State tax, and
i f your city tax ranges -- but let's assune
for the nonent, it's 2% -- you would send
the State of New York $2 nore, and send
$102, and the State then sends the Cty
this $2. And one would assunme that if the
State of New York was going to allow
Suffol k County or Long Island to do it,
they would want it done the sane way.
Because, it is the state tax departnent,
one woul d assune, would be the one to do
all of this.

So | would be interested in your
further analysis of those nunbers based

upon addi ng our local incone tax to the
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State system Because | think in the end,
that's where it would cone out.
MR LIPP. Mbst definitely that will be

done. But just as an aside, |'ve had

Homeowner's Tax Reform Commi ssion
conversations with various state
bureaucrats at different tines, and just
because they want sonething -- and even if
they are correct or right -- it doesn't
al ways go that way. Legislation could be
passed to nake their lives m serable.

LEG LI NDSAY: Ckay, go ahead.

MR LIPP. Ckay. So that puts sone
bones on possi bl e noney that coul d been
gener at ed.

And then froma sales tax, we're
| ooki ng at about a 260 million per 1 cent

of the sales tax. And by the way, the
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i npact, if | have it right, | believe the
maximumrate is 8% for the highest incone,
and for the sales tax we have a --

LEG LINDSAY: Wait a mnute. 8% what
s 8%

MR. LIPP: The highest marginal tax
rate.

MR. PALLY: The highest marginal rate
in the state of New York. The highest
State tax rate, is | think alittle less

than that. |It's seven point sonething, you

89
Honmeowner's Tax Reform Conm ssi on

pay the State of New York.

LEG LI NDSAY: What does that have to
do with --

MR LIPP. Well, a very inportant point

is in ternms of sticker shock, if you have
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an 80%rate, you know if you are adding 1%
toit, that's no big deal. |[If you have a
1% rate, only, to begin with, then that's
100% i ncrease, so that's very significant
in that sense.

LEG LI NDSAY: Ckay.

MR. LIPP. And then the sales tax in
Suffolk County is currently 8.625% So
1 cent on the sales tax rate changes . 635.

A 1% nortgage tax, would bring in,
based upon nost recent nunbers, $137
mllion, is what it does bring in, and we
do have a 1% And you could see here how
it's broken up.

A real estate transfer or deed tax
brings in -- brought in alnpbst a hundred
mllion in 2005. Wat you want to | ook at
with the nortgage tax and real estate

transferring tax is to see if that was the
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hei ght of the real estate nmarket, so
perhaps a nore realistic nunber m ght be a
nore conservative nunber than this, but you
know, just to throw sonething out there for
NOW.

And then lastly, who knows about the
| ocal effort.

And once again, feel free to stop ne at
any tine.

The i ssue of whether alternative | ocal
revenue sources will replace the property
tax or supplenent the property tax is also,
as Legislator Lindsay had discussed it, a
very critical issue. Because, as part of
any proposal, to add one or nore
suppl enental | ocal revenue sources for
school s, we need to consider the

possibility of crafting sonme sort of a
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formula that woul d be stripped or capped
and taken into consideration, and we really
haven't addressed or nentioned that.
So, for instance, school districts
could be allocated a certain percent of

their base budget froma pool of funds
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financed fromsone sort of alternative

| ocal sources of revenue -- such as the
one's we just spoke to or a conbination of
them-- and if the school districts wanted
nore than the all ocated anount, one

possi ble policy would be to raise | ocal
property taxes, and for every, say, 1%

i ncrease in funding fromthese other
sources, they would be required to raise
the larger local piece. So that way you

are forcing themto, you know, not just
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spend nore noney, but to bring sonmething to
the table thenselves. And if they wanted
nore increasingly larger anounts, then they
woul d have to get increasingly |arger
anounts in terns of |ocal property tax, and
that woul d be sone sort of restriction on
usage of getting it. It would be bring
sonething to the table.

And an alternative would be perhaps a
hard cap on the anobunt of funding received
by school districts fromthis core
al ternative sources. And in this case,

school districts nmay or may not have

Honmeowner's Tax Reform Conmmi ssion
restrictions on the anount of property
taxes they could raise |locally.

So these are a couple of ways of just

qui ckly thinking of howto restrict usage
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of noney to address the issue of well, it's
not just a pure supplenental, but you're
restricting or replacing.

LEG LI NDSAY: But you didn't answer
the question that | asked you.

MR. LIPP: VWhich was?

LEG LI NDSAY: How nuch do we need to
replace -- how nuch revenue do we need to
repl ace the honeowner's portion of the
school real estate tax.

MR LIPP. M answer is to that is:
You're a perfect, straight man.

(M. Lipp changes slide.)

MR, LIPP: "How nuch school district
property tax revenue woul d need to be
repl aced?"

You know, he actually called nme this
norni ng and said "What slide nunber are you
going to put this in?"

LEG LI NDSAY: No. That was the first
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question | asked you.
(Laughter.)

MR LIPP. But | did this Power Point
thing this norning and I cane in early.
Don't | get any credit for that?

Ckay, there's a | ot of speculation here
on this one. | have a call into the
Treasure's Ofice, and they are trying to
crunch sonme nunbers for nme, but -- so these
nunbers are al so sonewhat specul ative,
okay? Part of it not being, okay?

School districts in Suffolk County have
for 66.5% or 2.7 billion and change, or
the $4.1 billion current property tax roll
in Suffolk. About two-thirds of that --
and |"'mnot sure if two-thirds is a good

nunber -- or 1.8 billion is collected from
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residential property owners, and just to
put in a nunber, |'mgoing to assune that
90% of this is attributed to owner-occupied
properties -- and please don't yell at ne
for not saying in a "primary residence."”
Ckay? So we'll change that to say "primary

residence" --so if that's the case, then we

Homeowner's Tax Ref orm Conm ssion
woul d need to raise $1.63 billion to
replace, if we wanted to replace it in
full.

Now, here's another alternative,
because, you know, that's a | ot of noney to
repl ace, so we wanted to | ook at sone
alternatives. The average honeowner's
school tax in Suffolk County is estinated

at $4,796 for this year. That's estinmated
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by nme. By next year, that figure is likely
to surpass 5,000. So let's |look at the
figure of about $5,000 for the school
portion of your property tax. And in

Suf fol k County, that equates to an overall
property tax, school plus all other
jurisdictions, of about $7500. That's what
the average is.

Ckay, so we're |looking at a $5, 000
school portion, you, the primary resident
of your hone; if you are the average
person, okay? And sone people would be
hi gher, obviously, and the little old
| adi es that you are tal ki ng about that are

living on a fixed incone wll, perhaps, be

Honmeowner's Tax Reform Conm ssi on
| ower .

Various policy actions could include
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usi ng ot her |l ocal sources of revenue to
reduce the school tax in increnents of,

say, 20% So this |looks |ike a nice neat
nunber. |If you're talking about 5,000 in
the school portion of your tax bill, if you
do it in increnents of 20% then what you
are doing is you're looking to | ower by a

t housand dollars in each 20% i ncrenent.

The resul ting amount of noney needed to
reduce the average tax bill in increnents
of a thousand dollars would be as foll ows:
You need 326 mllion if you wanted to
reduce it froman average of 5,000 to an
average of 4,000, and in increnents, you
keep going up to $1.63 billion if you
wanted to elimnate the whol e thing.

So this gives you sort of a gane pl an,
and once again, these nunbers need to be
cl eaned up, but this gives us a good base

to start thinking about things. And now
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we're going to, hopefully, be generating

sone ideas: Wiy don't we look at this;
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| ook at that; did we consider this, or
maybe we shoul d.

Ckay, next: How would the various
alternative | ocal sources of revenue be
able to address the proposed reducti ons of
property taxes as noted?

W're going to look at -- we're going
to | ook here at an increnent of 1,000 or
20% and what we would require to get out of
each of those sources of | ocal revenue if
we were going to reduce it by 20% And
then you could just multiply it by that;
double it to 40% or $2,000 and nultiply by
five and you get rid of the whole thing on

aver age.
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So we have dollars. Nunber 1, the
| ncone tax, based upon the very sinple
nunbers | had | ooked at, and once again, as
Mtch had related, that wouldn't be the
typical formula -- or perhaps, you know,
maybe it is a better fornula, we m ght
decide at the end. W knows -- but not
1% but 0.85% increase in the state incone

tax, which, once again, maximumrate is
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currently al nost 8% would be needed to
raise 236 mllion if there were no
exenptions; alnost 1% or .97% increase if
we were noting that $10,000 exenption; and
1.13 percent increase if we were going to
i ncrease that exenption to $20,000. So we
are cutting the school taxes by -- for the

aver age person by the thousand dollars, or
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20% of their school tax bill, and it's
being replaced, in theory at |east -- and
once agai n that whole issue of repl ace
versus supplenent cones into play -- but in
theory, it would be replaced here by this
| n-t he-nei ghborhood-of-1% i ncone tax burden
for a fifth of it. So you're talking
about, depending on which category, 4 1/2,
51/2% |f you are getting rid of the
whol e thing, which obviously is going to be
nore than a 50% i ncrease -- well, not
obviously -- but it wll be at |least a 50%
| ncrease, perhaps, in the current tax rate.

LEG LI NDSAY: @Gry?

MR, BI XHORN:  You just said what | was

going to ask. If your nunbers hold true,

Homeowner's Tax Reform Comm ssSi on

then to replace the whole thing would be
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about a 4 1/4% increase in the incone tax.

MR LIPP. R ght. O over 5% wth a
$20, 000 - -

MR BI XHORN: Basically a 50% i ncrease.
You woul d | ook at what you paid in state
taxes | ast year and increase it by 50% and
that woul d i ncrease your property tax.

MR LIPP: Correct.

LEG NOWCK: Robert, one caveat | see,
and | think Lisa nmentioned it before, let's
assunme we do inconme tax or we do a
conbi nati on, or whatever we do, and we find
oursel ves the year after next satisfying
all of our school property needs through
what ever we deci de, and 2008 we're gold, we
know i n 2009, everything -- every school
district, or I know nmy school district goes
up 9, 10% every year. So do we have to
increase it again? | nean, if we put a

1. 25% on sal es tax, we have to assune our
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sales go up 10% w th our school taxes every
year, because ny taxes go up double digits.

MR LIPP. That's a valid point. In

Homeowner's Tax Reform Conmi ssion

theory, at least, that could be the problem
if we conme up with sone sort of alternative
t hat everybody says okay, let's replace it
dollar for dollar, and so it's zero, the
school property tax, but then it does do
the 10% gromh rate --

LEG NOWCK: And then next year it
goes up agai n.

MR LIPP. Right. So what you are
| ooking at there is, conceptually, if you
did replace it in full, you mght have to
revisit and start slowy adding a snall
piece to the |ocal property tax, or be

creative in terns of perhaps your fornulas
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for capping or restricting. So it's not an
easy sell, correct.

LEG NOWCK: No. | think the other
side has to go up with the school taxes.

MR. LIPP. Correct. And as a matter of
fact, that's sonething that has to be
menti oned or discussed in whatever we wite
as our concl usion report.

Nunber 2, the sales tax, to cut the

residential primary residents' property tax
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by 20% we woul d have to increase the sales
tax by 1 1/4% above the 8.625% so we're
getting close to a 10% sales tax there to
rai se the extra needed funds.

MR. PALLY: Bob, what percentage of the

Suffol k County sales tax is paid for by
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nonr esi dent s?

MR, LIPP. | don't have a nunber on
t hat .

MR. PALLY: Because, there are people
that don't live here that paid sal es tax.

MR. LIPP. Yeah, that's right.

One of the things that nakes the sales
tax attractive is that it's not paid for
conpletely by |ocal residents. One of the
things that nakes it less attractive is
that it's not deductible, because the
property tax is. So it's a m xed bag
t here.

MR PALLY: Well, as a percentage of
the property tax, depending on whether you
pay the AMI. And nore and nore Long
| sl anders pay the AMI every year, so their

ability to deduct their real property
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| ncone tax goes down every year.

MR LIPP. Yes. O course, if you are
i nterested in the poor guy, you know, who
really gives a dane about the alternative
m ni mum t ax?

MR, PALLY: Al you have to do on the
| sland at the nonent is nmake nore than
$54, 000 and you are in the AMI. And |
woul dn' t consi der peopl e naki ng $54, 000
rich.

LEG NOWCK: That's $54,000 after --

MR PALLY: No. It goes back. You have
to do your inconme tw ce.

M5. TYSON: Is that an individual?

MR, PALLY: Yes. O joint return.

M5. TYSON: Really.

LEG NOWCK: Wat do you nean it goes
back?

MR, PALLY: You have to figure out --
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i f we had a tax accountant here, he woul d
tell you -- you have to figure out your
federal taxes twice. The first, the
regul ar way; the second way, the AMI. The

AMI takes all of your deductions out, okay?

Honmeowner's Tax Reform Comm ssion
Then you have to figure out which one you
pay nore. And whatever one you pay nore,
that's the one you have to pay. So because
of our higher incomes on Long Island, we
have a hi gher percentage of the AMI than
al nost any other region of the country
because it costs nore to live on Long

| sland than it does anyplace else. So it's
t he sane argunent we have with our
congressional representatives. All they do
IS increase the exenption. It doesn't

really help Long |Island because in the end,
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you end up paying it anyway.

So that's one of the issues on the
sales tax, is the sales tax is not
deducti ble. But then again, for nmany
people on Long Island, neither is their
full incone or property tax, as we assune
it is. It is not true.

MR LIPP. Ckay.

Next, the nortgage tax, you need a
substantial increase in the nortgage tax to
cut into 20% of the primary residents’

school property tax. The current nortgage
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tax is 1% You need to increase it by an
additional 2.37%to raise you to that

326 mllion, and ditto with the real estate
transfer tax; you actually need to increase

by 3.26% The current rate is effectively
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0.4% So that's quite substantial.

And that's it for the slide show.

MR. BERNARD: Hey, Bob, can you e-nail
that to everybody?

MR LIPP. It would be ny pleasure.
And | assune, fromyour office |l wll have
the list of the e-nmail addresses and
per haps you could e-nmail ne back your
conment s.

LEG LI NDSAY: Barbara, could you turn
on the lights? Are you done?

MR, LIPP: Yes.

LEG LI NDSAY: You know, it's supposed
to be over at 12:00, and I"'mnot going to
keep you | onger, but what we'll do is we'll
e-mail you his presentation as well as a
long list of things that | was starting to
di scuss about the incone tax, specifically

about the nmechanism And maybe everybody
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could think about it, and the next neeting
we have is August 23rd in Riverhead. Qur
commi ssion neets at 10:00. There's a
public hearing at 12:30. Again, we'll try
to keep it to two hours; we'll have | unch
in that half hour. [|'ll make sure we have
sonme sandw ches and stuff and listen to the
publ i ¢ agai n.

And at that tine, we're going to need
sone additional neetings, if we're going to
keep to our schedule. So if you could have
your cal endar available, and we'll try and
pi ck sone dates after Labor Day because |
know the [ast two weeks | have vacati on
schedul ed.

W'l see how it goes on the 20th
and -- 23rd, and I'll have to nmake a

judgnment nyself and Legi sl ator Now ck on
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whet her we' Il have to put in |egislation
asking for an extension on our report.

But, we're starting to get into the neat of
what we're tal king about, and it's pretty
apparent that there's no easy sol utions,

but if there was easy sol uti ons sonebody

Homeowner's Tax Reform Commi ssion
woul d have conme up with thema long tine
ago.

MR. FARKAS: Harvey Levi nson
(phonetic), when he was here, didn't he say
that the state was putting together a
comm ssion to study the feasibility of
taxes? Do you know how far along that is?

LEG LINDSAY: | really don't know. |
really don't know. But rather than rely on
t hat docunent, | was hopi ng we woul d cone

up with a | ocal docunent to influence their
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wor K.

MR. FARKAS: That's what | neant. We
have to beat them

LEG LI NDSAY: Yeah. Because, ny own
opinion is if we wait for the State to
sol ve the problens of Long Island, we've
got a problem Because what they perceive
to be a solution, we normally perceive to
be a problem so...

| thank you all for com ng and giving
up your norning, and we'll see you on the

20th -- 23rd, excuse ne.
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(Time noted: 12:01 p.m)
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