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MEETI NG OF THE SUFFOLK COUNTY
HOMEOMWER S TAX REFORM COMM SSI ON AND
PUBLI C HEARI NG TO ASCERTAI N VI EW6 OF
COUNTY RESI DENTS HELD ON THE 23RD DAY
OF AUGUST, 2006 AT THE MAXINE S. POSTAL
AUDI TORI UM 310 CENTER DRI VE,

Rl VERHEAD, NEW YORK AT 10:15 A M
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1 MEMBERS PRESENT:

2

3 WLLI AM J. LI NDSAY, Chairmn

4 Presiding Oficer, SC Legislature

5 LYNNE C. NOW CK, Co-Chairperson,

6 Legislator, District #13

7 JOSEPH SAW CKI, JR., SC Conptroller

8 DR. ROBERT LIPP, Director, Ofice of Budget

9 Revi ew

10 M CHAEL BERNARD, Babyl on Town Assessor

11 ESTHER Bl VONA, President, SC Tax Receivers

12 GARY D. BI XHORN, Executive Director,

13 Nassau- Suf f ol k School Boards Associ ation, |Inc.
14 DANI EL A. BAHR, NYSUT Regi onal Staff Director
15 DR. PEARL KAMER, Chief Econom st, LI Association
16 ROBERT A. KING CPA, Tax Advisor
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17 LI SA TYSON, Director LI Progressive Coalition

18 CELI NE GAZES, Chairperson, Council of LI Region of
t he

19 NYS CGovernment O ficers Association

20 MELVYN FARKAS, LI Board of Realtors

21 CHRI STI NA CAPOBI ANCO, Chi ef Deputy,

22 O fice of SC Conptroller

23 NI CHOLAS LaMORTE, President CSEA Region 1

24 PH LI P AMM RATO, Senior VP National Bank

25
3

1 (THE MEETI NG WAS CALLED TO ORDER AT 10: 15
A M)

2 CHAI RVAN LI NDSAY: Good norni ng, everyone.
[ m

3 going to call this neeting of the Homeowners Tax Reform

4 Comm ssion to order. | apologize that we're running a

5 little late this norning. W had a |egislative neeting
and

6 it didn't end until after mdnight. That is not a great

7 excuse, but it's an excuse.

8 Coul d everybody rise to say the pl edge?

9 ( SALUTATI ON)
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10 CHAI RVAN LI NDSAY: This is the first tine
t hat

11 we had a neeting in Riverhead, and we m ght have sone
new

12 people here. |I'mgoing to take the liberty of
I nt roduci ng

13 our comm ssion for the audi ence.
14 To ny far right is Christina Capobi anco, the Chief

15 Deputy Suffolk County Conptroller. Next to her is
Mel vyn

16 Far kas, who represents the Long |sland Board of

17 Real t or s. Next to himis Celine Gazes, fromthe
Gover nnent

18 Fi nance O ficer's Associ ati on. Next to her is Dan A

Bahr

19 fromthe New York State United Teachers. Next to M.
Bahr

20 Is Lisa Tyson fromthe Long |Island Progressive
Coal i ti on,

21 and she is a taxpayer advocacy organi zation. Next to
her

22 is Dr. Pearl Kaner, the chief econom st for the Long
I sl and

23 Associ ation. Next to Pearl is Robert Lipp, fromour the

24 Suffol k County Legi sl ator Budget Review office.

25 M. Saw cki, who should be to her imedi ate right, is
our
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Suffol k County Conptroller. He's in transit; he

O course nyself, WIlliamLindsay, |'mthe Presiding
O ficer of the Legislator.

To ny imedi ate left is Legislator Lynne Now ck,

iIs the Vice Chair of this comm ssion. Next to

Now ck is Esther Bivona, the Suffolk County Tax

and Col | ectors Associ ati on. M chael Bernard is not here

yet. He's with the Suffolk County Assessor's

Gary Bixhorn is the New York State Council of School
Superintendents. Next to Gary is Phil Anmmrato of the

nort gage banki ng industry. Robert King is not here as

and Ni chol as LaMbrte is the New York Federation of

representing the | abor comunity.

| should recogni ze we have assenbl ywoman G nny

in the audience this norning. It's always a pleasure to

see a fornmer colleague. | said to G nny that she m ssed
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Ri verhead so nuch that she wanted to come out here.
This is the fourth neeting or fifth neeting of the

comm ssion. W had previous neetings. W have received

awful ot of testinony fromboth the public and

guest speakers have cone in with different proposals on
changi ng the way we finance our school systens. Today |
don't have any guest speakers scheduled. W do have a

public portion at twelve-thirty, but I would like to

a di al ogue on what our final report would | ook |ike.

W started a little bit last tine. | really think

have to start comng to sone plan on howto finalize the

report of the commission. | have, and I'll give each

every one of you, we have one nore schedul ed date to

I n Septenber. | have currently a resolution before the
| egi slature that will be voted on Septenber 5th to

extend the comm ssion from Septenber, | think 1st was
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t hat
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assi st ance

original charter or Cctober 1st to the end of the year.

don't envision that we will be needing a neeting every

coupl e of weeks or anything like that. | just think

we need the tine to start drafting a report, to get the

report printed, and |I certainly expect that resolution

be cast Septenber 5th. It would have been cast | ast

but we ran out of tine.

"Il pass out a |list of avail able dates that naybe

could ook at it and | ook at your cal endar and get back

us and maybe we can find two nore nutual dates to neet

besi des the one schedul ed in Septenber and we could

the process of witing the final report.

Robert Lipp fromour Legislature' s Budget Review
O fice already has started tal king about drafts, and the
process that | envision is that we would start witing

drafts. We would circulate it and get together and kick

around and see if it's acceptable. [|f anybody wants to

make any changes, | would certainly wel cone any
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6

1 in witing part of the final report. And you know, for
t he

2 pur poses of discussion, I'"mgoing to start off about how
I

3 see the final report shake up and, you know, |'m hopefu

4 that you will kick in wth your thoughts and comments.

5 W received a great deal of testinony in the two

6 public hearings thus far about the existing system And
I,

7 you know, | don't think we have had had anybody t hat
cane

8 forward and said that the existing system works
wonder f ul

9 and let's keep it and hug it and kiss it. So, | think
t hat

10 the final report should start with the prem se that the

11 systemis broke and that we should | ook for a way to
change

12 It and to docunent why it isn't working, and | think
t hat

13 has al ways been done in the previous reports, and this

14 woul d be the third report that I know of out of this
15 | egi sl ature about the way we tax for our schools.

16 Having said that, this is the first part. Then
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think it behooves us to start | ooking at what coul d be

to change the system And there has been a great deal

di scussion here, especially fromthe folks fromthe
Superi ntendent's Association, as well as fromthe School
Board Associ ati on about what they see wong with the

fundi ng system and the school fornula system and stuff

that, so | think in nmy opinion the first prem se on how

fix the systemis to look internally w thout throw ng

the baby wth the bath water and create a whol e new way

t axi ng peopl e.

| would |ike to see the first section on what would
have to be done to fix the existing fornmulas to nmake it
nore equitable to the citizens of our county. Gary, |
woul d hopefully be | eaning on you trenendously for your
resources and insight into that portion of the report.
Wul d you like to comment on that?

MR. Bl XHORN: Yes. |I'mglad that you cane to
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t hat concl usi on because | was goi ng to suggest that

currently working with the Long |Island Association. The

Superintendent's Association was invited to participate

their Invite Long Island Project. Invite Long Island is

conpr ehensi ve project where the LIAis trying to devel op

set of legislative priorities for Long Island and in a
whol e array of areas.

One of the areas they're | ooking at is education,
specifically K-12 education and the funding of K-12
education. W're just in the final stages of putting a

report together, which will be released by the LIA

in two or three weeks.

| talked to Matt Crowson this norning and | talked

Pear|l earlier and Mtch Pally, and | think it would be
beneficial to the commttee if we, at a future neeting

after the report is released, had an opportunity to

the findings in the report, because | think there are
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t hat
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school
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areas that the comm ssion would find helpful. The first

we tried to renove the nyth, that reality fromthe nyth

about the funding and cost of education on Long

We canme up with a nunber of what we call key facts about

education on Long Island, both with regard to funding

out conmes, educational outcones.
Using those facts, we cane up with a set of what we

call regional priorities for school finance reform

think are exactly the kind of things that you' re | ooking

for as you nention in your opening coments. So, |

the informati on we put together would be very hel pful

think that the comm ssion would benefit from our sharing
that information. ['mcertain that before the end of
Sept enber we should be in a position to share it.

So there is sone terrific new data in this report

tal ks about the disparity between weal thy and poor

districts, both in terns of the funding and the State
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presentation

of funding as well as the student outcones. So, | think
there has been a |l ot of good work done and | think that
woul d conpl enment the m ssion of this particular group to
take the informati on and sonehow work it into our final
reconmendati ons.

CHAI RVAN LI NDSAY: Pearl, do you want to

conment ?
DR. KAMER: | think that we are going to rely
9
heavily on the findings of this report and we wi |l nake
avai lable to this commttee. | think our first goal,

think Gary would agree with ne, is to make sure to get

fair share of State aid, which we don't have now.

Now we al so should | ook at the way the school

tax is admnistered. Look at the possibility of circuit
breakers to help seniors on fixed incones. Look at the
possi bility of capping the property tax for school

purposes. | think Bob Lipp's very excellent
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State

to this group is been used to draw upon sone findi ngs

better adm nistering the property tax.

Now, as you said, bill, we don't want to throw out

baby with the bath water, but we have to answer

concerning the efficacy of an incone tax, and | think in

the deliberations, their commttee decided there are a

of drawbacks in inplenenting an incone tax. The wealthy
vote with their feet; that is, they can hide incone.
People wth second hones fall through the cracks.

| think we had several excellent presentations to
I ndi cate why an incone tax is probably not viable on a
single county basis. Sales tax again is probably not
vi abl e because it would divert retail activity away from

Suffol k, particularly those who live in western Suffolk

shop i n Nassau.

So | think we have a nunmber of options, but | think

our first recourse should be to get our fair share of
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aid for education and to inprove the manner in which the
property tax is adm ni stered.
CHAI RVAN LI NDSAY: In ternms of the report,

again, it's just ny opinion, | envision starting off

the prem se that the systemis broke. Here are one,

three options of replacing the property tax or fixing

way the school fornmula is on a State |level. You know,
first would be to fix the systemthat we have.

Option two, yeah, | would, because we have gotten

much testinony on an incone tax, and so nmuch thought has

gone into it, | would have very nuch like to include in

report a section on the incone tax with the benefits and
t he down sides of it.
And a systemthat -- we talked a great deal when

Harvey Levinson was here, for exanple, a great deal of

has been spent on the incone tax on why it wouldn't

He has tinkered with it to conme up with this formula for

only owner occupi ed hones, which takes the second hone,
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rental honme out of the equation, which is devastating,
especially to the East End communities. So | woul d
certainly like to see a report on that.

And then, | think we still have a couple of options
after that. Getting back to the school fornula, by

Septenber 20th, would the LIA be able to share the

woul d; it make sense, either for you or Matt to give us

presentation on what is on the report?
DR, KAMER: | woul d be happy to discuss this

with Matt. | think Septenber 20th is probably a

dat e. But if we wanted to be sure of this, should we

the neeting perhaps until the end of Septenber? Wuld

put your schedule off by too nuch?

CHAI RVAN LI NDSAY: The only reason |I'm

to scrap the Septenber 20th date is because it's been in
our calendars for so long. | have Septenber 27th

available. The auditoriumis available for the 27th.
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it's the will of the conm ssion to change it, yes.
MR. LI PP: Coupl e of things. Nunber one, |
believe it was the last public hearing Gary passed out a

coupl e of docunents related to school superintendents

sone ot her organization that were simlar in sone ways,

there were a whol e bunch of recommendations there. M

guestion to Gary would be to what extent do you think

recommendati ons and analysis are simlar to what you do
with the LIA presentation, and after that | have another
guesti on.

MR, Bl XHORN: | think the recommendati ons and
findings are probably parallel in that the work that has

been done before, | think there is always a bit nore

and the research is a little bit nore el aborate.

12
Essentially, the findings and recommendati ons woul d be
simlar to those that have been proposed in the past.

MR. LI PP: G ven, then, the assunption that
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going to be doing at |least the first draft and it woul d

a nore heroic assunption that | have the tine to get

by the tinme of the next neeting, | already have that

i nformation, | read those reports. So, even if there

sone nuances and changes, that information would be

| ncor porated, nunber one, | could perhaps share ny

or go back and forth E-mail wise to you and Pearl to see

"' m m ssing the point on sonething.
MR. Bl XHORN: | spoke with Matt this norning

because there are sone individuals that have to see a

of the report before it's released. W agreed that it

rel eased on a very limted basis. To help facilitate

getting out the report in a tinmely nmanner we can get you

draft.

In response to your comments, | think in the terns
the feasibility bill, tax, | think that the presentation
t hat Bob nmade | ast tine where he showed how nuch -- the
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degree to which the sales tax or the inconme tax would

to be utilized to replace the property taxes is very

effective. That whatever, | don't renmenber the nunbers,

was very easy to see that if you wanted to repl ace the

property tax conpletely wwth the incone tax, that you

have to raise incone tax by X or raise the sales tax by

percent if you want to do a conbination of the two.

| think the nunbers were very significant. |

It made it easy for people to understand why it's such a

difficult task when you see the magnitude of the

you woul d have to raise the sal es tax.

CHAI RVAN LI NDSAY: That 1s the whol e crux of

t hi ng when you talk to people, and nost of the people

testified here they're screaming for help. And, you

I f you could cone up with a systemthat says that | wl]l
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tax your incone at three percent or four percent, they
woul d probably say that's a great deal. |[|f you start
saying it's twenty or fifteen percent; it's all about

dollars. That's the analysis that we have to do is as

as crunchi ng nunbers on that system
And again, if you narrow the people that woul d be
affected, if you just deal with this popul ati on of owner

occupi ed honeowners, you have to conpute that in as

what is the effect of that. So, M. Lipp has a | ot of

nunber crunching to do in terns of what is the nunber

that woul d certainly nmake a big difference in whether

wor kabl e or not wor kabl e.

MR. LI PP: On the nunber crunching, |'ve been

contact very recently, as recently as yesterday with New

York State Tax and Fi nance. | have haven't be able to

all of themthat | wanted, but | have sone data with the

Suffol k school districts and a request into the Nassau
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school districts. And data that | do have is different

than that | had shown last time, which is sone limted

t hat Pearl had provi ded.

| was trying to get data on exenptions and

and taxable income, which | don't have. Wat | do have

tax liability, and the people fromthe O fice of Tax

Analysis in New York State Tax and Fi nance suggest ed

at least for now, that data that is readily avail able go
with that. What they neant is, when you | ook at tax
liability, that is how nuch you actually pay taxes by
school districts, not by individual.

The way Yonkers works, presumably they have a
surcharge on the tax liabilities, so if your tax is a

dollar, tax liability you have, you have to pay in

and it's a one percent surcharge, you woul d be addi ng on
one cent to Yonkers. That would be |like a sinple way of
doing the surcharge itself.

The nunbers are starting to work out a little bit

differently, but | don't think grossly differently
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t han what | have, but the point I'mnmaking is as

They're not conparable to the marginal tax rate. | have

make a calculation what is an effective tax rate

to the surcharge.

Nunber two, | don't have the data and | woul d have

put in a special request if I wanted to get things |like

t axabl e i ncone, exenption deductions so | can play with

system So ny question is do we want to go in that

of detail or do we want to go with sone systemlike

Wi th a tax surcharge?

MR. Bl XHORN: | thought the nost inpressive

of the presentation, if it was accurate, was the

where you just talk about the anount of nobney generated
t hrough the property tax. The sinple calculation of the

anmount of noney brought in through the incone tax and
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extent to which the i nconme tax woul d have to be

i n order to generate a conparabl e anobunt of nobney, using

the gross nunbers, nade it clear that this wasn't a one

two percent surcharge. This was significant.

DR. KAMER: | have to agree with Gary. |

the report right here. | don't think you really have to

into those types of adjustnents.
CHAI RMAN LI NDSAY: Could I just back up for a

m nute though? First of all, Robert will be able to

t he begi nning of the report done by our next neeting.

|"'mreferring to is the problems with the existing

MR. LI PP: | think maybe I'mbiting off too
here. | think ny intent would be to have, at the very
| east, an outline of the whole thing. |In particular,

" mtal king about is just |like sone brief paragraphs or

statenents about the various alternatives as well as a
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brief introduction. You know what the issues are. They

can be fleshed out a little nore el oquently perhaps

t hat .

CHAI RVAN LI NDSAY: We still have one nore

heari ng today, but we have gotten a sanpling, a pretty

broad sanpling, wth the anount of people that have

in order to very eloquently and sonetines in a manner

you could see the pain on their face of what the

systemis doing to themnow. So, |'m asking you to have
that first portion or after that first part done by our
next meeti ng.

MR. LI PP: "Il have sonething. The point |
want to nake also is if | flesh out just the big picture
pieces as to that in terns of potential recomendati ons,
that we recommend that the State increase the percent of

State aid. That we recommend that there i s an

in the fornmula for distribution of aid. Circuit

al so fl eshing out the recommendati on whet her we are
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SO
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or not wwth it in terns of |local issues, in ternms of

t ax because we need to address it, because we have been
spending a lot of time on it versus supplenmenting other
| ocal taxes.

CHAI RVAN LI NDSAY: "' m not there yet.

MR. LI PP: The point I'mtrying to nake,

is 1f we make that |ist and we have the bare bones, not

actual recomendations, but we see it in front of us in

its either beauty or ugliness, then we can go back and
forth and say oh, it's a great idea or it's a bad
| dea.

CHAI RVAN LI NDSAY: l'mtrying to get it

pieceneal. |'mtrying to get the first part of it done

we can distribute it at the next neeting and approve or
di sapprove or nake changes. The overall sketch of the

report is fine. Wuat | amreally looking for is the

part or introduction next week.

file:/lIG|/Inetpub/wwwroot/myweb/Legislature/clerk/cmeet/htr/htr082306min.htm (24 of 90) [10/18/2006 4:15:07 PM]



woul d

pol |

27t h.

tal k

on

presentati on.

18

second

13

14

15

16

17

18

19

20

21

22

23

24

25

2

3

MR LIPP;  You got it.

CHAI RVAN LI NDSAY: Do you think the 20th

be too early to make a presentation? |If it is, | wll

everybody today to see if we can change it to the

DR KAMER: I think it's all right. 1"l

to Matt. | assune that | can present at |east the bare
bones of the report along with Gary, since it's his
report.

CHAI RVAN LI NDSAY: On the 20th we will plan

having a presentation fromthe LI A and Superintendent's
Associ ati on.
DR. KAMER: Mtch Pally of the LIAw Il be

handl i ng that neeting, so he will make the

CHAI RVAN LI NDSAY: As | envision as the

part, and | don't want to start drafting that until we

finish getting the testinony on that.
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MR. LI PP: Actual ly, what | would envision is

that a ot of the introductory work in that report and

ot her docunent Gary distributed |last tine have what the

problemis. | can use material that was al ready passed

and maybe E-nmail to Gary and Pearl and get nore detail

make it, in theory, a sinple witing.
MR, SAW CKI : It seens like we're starting to
end this and gather all our information. W seemto be

headi ng towards the incone tax suggestions and/or the

tax suggestions. M only thought and ny only fear is we

have to raise a certain anount of noney. W know what

take in. W know what we have to raise a certain anmunt

property taxes. Assumng we start with incone taxes,
senior citizens are taxed differently. The wealthy

especial ly have very good accountants, so they know how

get around the system | think we will probably w nd up
short sonmewhere.
Am | hearing sales tax maybe m ght be part of the

conbination? |If that is the case, | wondered, |'m
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out loud so | mght be really way off base here, just to

throwit out. |If we decide to suggest that possibly

tax, incone tax, is we or maybe not, suggest that an

additional sales tax on sonething like, | hate to say

al cohol or cigarettes.

CHAI RVAN LI NDSAY: Cosneti cs.

LEG NOW CK: No, not cosnetics. But |

If that is a possibility because that is a luxury, in a

way, because we need to raise a certain anmount of

We're going to | ose noney fromthe property taxes that

seniors, all seniors pay based on a certain, as you

assessnent. As you take that away and gat her noney from

I ncone tax, nost of the tine that is a lot |ess. That

| ot of noney. | don't know about the possibility.

CHAI RVAN LI NDSAY: Everybody is Iike junping
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front of where I'mgoing. I'mtrying to do it piece by
pi ece. Again, what | hope the first part of the report
woul d be, why the systemisn't working now. The second

part is Gary and LI A and Pearl, about what woul d we need

fix the existing systemthe way it is.
Fromthere, the third part, the third part of the

report, | think we have to tal k about an incone tax as

alternative to the property tax, and maybe we coul d have
sone di scussion about that now. Because at the |ast
neeting we really didn't a chance to discuss it too nuch

but there was whol e bunch of questions that | had

DR KAMER: Because this commttee has raised

the possibility of an incone tax as an alternative to or

20
conpl enment to the property tax, we have to deal with the
pros and cons of an inconme tax. | think this commttee

report should probably list the pros and |ist the cons

list the nunbers that Bob Lipp has cone up with in terns

what you need in an incone tax to replace the property
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and then leave it to the general public to cone to sone

conclusion, and the general public is quite

They really |l ook at the incone tax and say this is going

be a high tax. Maybe it's not a panacea for us.
| think we can leave it there. W just show the
facts. | don't think we have to go in terns of

reconmendati ons on the incone tax because | think the

speak for thensel ves.

V5. TYSON: | think what is inportant | ook at

New York City and why their taxes and the people there

to be pretty happy with their taxes, about four percent

average on their incone tax and about two or four

dollars on their hones.

| know there is a balance. | think what we do see
that the nunbers are huge and it scares people. Let's
think of it this way. Let's say every hone had a two
t housand dol |l ar property tax. Then in addition to that,

the i ncone tax covers the rest of the education

file:/lIG|/Inetpub/wwwroot/myweb/Legislature/clerk/cmeet/htr/htr082306min.htm (29 of 90) [10/18/2006 4:15:07 PM]



1

f or mnul a.

21

t ax.

do

do

this

f or mul a,

f und.

24

25

10

11

12

13

14

think we need to | ook at that.

| know that the fear is you're adding anot her tax.

t hi nk when people | ook at the system and see these huge
nunbers for incone tax, which does seembig, so they're

going to actually get a huge reduction froma property

They're going to be very happy with that, even if they

pay that incone tax. | think that we do need to | ook at

that. | hope sone of the nunber crunching that that we

| ooks at that, considers that kind of scenario.

The other thing that | kind of |ike to know, how

group feels about when we talk about the State aid

what we believe in is the canpaign for fiscal equity

formula, or howto distribute fairly the education

It's based on need. A child in poverty receives nore,
child that receives ESL receives nore.

There is a cost of educating certain popul ations
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reports,
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do need nore noney. | think we need to tal k about |

li ke to | ook at CFE and see if there is consensus around
t he CFE formul a.

DR. KAMER: The New York City taxpayers may

happy with the fornul as, but the CFE case shows that New

York City education is inadequate and Gary, how nuch

they say has to be spent on New York Gty schools each
year ?

MR. Bl XHORN: The CFE believes it's about six
mllion dollars. That is State w de.

DR KAMER: That is a ot of noney. One of

reasons they're short six mllion is that they don't tax
thenselves in ternms of property tax. The fornmula in New
York City is not sonething we should enul ate.

MR. Bl XHORN: | f you | ook through those

the ones that | gave you last tine fromthe LIA and

superi ntendent's organi zati on, the recomendati ons woul d
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consistent. The recommendations are | ooking for State

solution that would call resolution of CFE, obviously

| ooki ng for increased funding, |ooking for funding to

needs in terns of SES and student poverty levels and all
t hose t hings,

Havi ng the principles that we outlined for school

reform woul d be consistent with CFE. | don't know,

recognition of regional cost, which is certainly

in order to inplenent CFE woul d al so be -- the bone of

contention with the CFE, everyone agrees the city

need nore noney. Just where is it going to cone from

Al bany or New York City? | don't think there would be

probl em bet ween what we're tal king about and what CFE is
suggesti ng.
MR. LI PP: Just one point. Pearl was talking

about | ayout of the recommendati ons and pros and cons

| eave it at that. | think personally what we need to
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Is try and cone to a consensus as opposed to | et other

people cone to their own interpretations. This is what

recomrend. W could be split, if there is |ot of
di sagreenent, then we can say that. | don't think we
should leave it up to the public.

CHAI RVAN LI NDSAY: | think you're

what |'msaying. Wat | envision is, say, a report that

says the systemis broke; here is one, two, three

ways of fixing it, and lay out a set of options. Not to
say this one is what we have to do because previous two

m ssions that went down that road, it wasn't

So | would just like to see a nultiple choice on

really our State | awmakers would decide to fix the

and it's a subject of hot debate all over the State

NOW.
DR. KAMER: | think it's unlikely that we're

going to get a consensus on this commttee as to what
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CHAI RVAN LI NDSAY: The third section we

tal ki ng about, incone tax, and we received a trenmendous

anmopunt of testinony on this. | just had Barbara nmake a

copy of sone thoughts that | had and questions that have
cone up in ny mnd as we receive testinony about this.

If you permt ne, | would |like to just go over

t houghts in nmy mnd and see everybody's opinion on sone

t hese i ssues,

(M. Sawicki arrived at 10:55 a.m)

CHAI RVAN LI NDSAY: | always felt very

that if we inplenented another tax and kept the real

tax in place, that there would be a trenendous anount of

di strust fromthe tax base, that they would deal with it

a scam as just another way of inplenenting another tax
i nstead of tax reform | still want to see the nunbers,

but I would feel very strongly if we went into a school
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I ncone tax, that it be to replace the property tax.
Anybody have an opi nion on that?

M5. TYSON: Wll, | think we really to do

under consideration. They're still going to be paying

property taxes to the Town and County. They're still

to be get a Town and County bill. The citizens still

know t he di fference between County and State and school
taxes. They know that the school taxes is the biggest
chunk.

What | find interesting, the incone tax you don't

It when you pay incone tax. | feel when | pay property

tax, which | feel is significant fromthe taxpayer.

don't feel it when they get paid every nonth. They

focus on their gross pay, they are focused on their net

pay.
| think it may nmake the whole systema |ot nore

pal atable to nove to an inconme tax. |If you're noving

a seven thousand dollar property tax to a two thousand
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dol l ar property tax, they will feel a huge relief every
guarter when their property taxes are due, or every half
year when their property taxes are due.

CHAI RVAN LI NDSAY: It's all about doll ars,

| agree with that. What | disagree with is that people

don't realize where their tax dollars are going. |

school tax revolt is certainly an indication of they

where their taxes go.

But again | think what it boils down to is what

the income tax have to be to replace the property tax,
whi ch brings nme to the point nunber two, is what are we
| ooking to replace? Are we |ooking to replace the real
estate, property, school taxes in total across the whole
board? O are we |ooking to replace the owner-occupied
real estate property tax, as M. Levinson suggest ed.

DR, KAMER: If you're going to replace it in

total, that is one thing. You're adding a tax but

away a tax. |If you're going to replace it only
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t ax,

10

you're adding a tax. | think that is what the public's
perception would be. The public distrusts governnent to

begin with, so you're sinply feeding that

Anot her point that | wanted to make is regarding

sales tax. W will have to deal with that issue too
because we raised it.

CHAI RVAN LI NDSAY: | didn't get that.

26
DR, KAMER: Can | get there?
CHAI RVAN LI NDSAY: Sur e.
DR. KAMER: Two thirds of all tax revenues in
Suffol k County cone fromthe sales tax. Half of all tax
revenues in Nassau cone fromthe sales tax. Suffolk is

very dependent on sales tax. Anything you do in retail

Suffol k has major inplications in the county and that

to be witten up in the report.

| don't think we're seriously considering a sales

but for the sake of conpl eteness, that has to be taken
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consideration. | think your third section is on the

tax and | think your fourth section is on the sales

CHAI RVAN LI NDSAY: Goi ng back to three on the
I ncone tax. The reason for the owner-occupied relief is

sone of the follow ng issues: second hones, nulti-

dwel I i ngs, m ni rum and nmaxi mum paynents i s sonet hi ng

we had di scussed, and industrial commercial property.

how do you distribute it were sone of the

Starting fromthe top, | know in previous

one of the reasons that was cited why an incone tax

woul dn't work because it could be devastating to a | ot

school districts that have a sumrer hone community where
there was a great deal of second hones. |If the second
homeowners only had a pay an i ncone tax, probably not in

this jurisdiction, they would wal k away virtually scot -
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and save a great deal of noney. That was one of the

proposal s, where the owner-occupied real estate tax

be the only thing that worked.

The second thing is the multi-famly dwellings

soneone owns a legal two famly, three famly, four

to not keep themon the real estate tax roles would give

the owner a great deal of relief, but there is no

that relief would go down to the renter. The rational

to keep that on the real estate property tax as well.
The third itemthere is was tal k about again

M. Levinson's presentation about creating sone kind of

I ncone tax system a m ni nrum and nmaxi nrum paynent so that

everybody paid sonething into the system but yet that

very weal thy won't be so overtaxed. That there would be

cap of how much incone tax you would pay towards funding
our school s.
The fourth itemwas assunming that it was only on

owner - occupi ed hone and everything el se, including
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I ndustrial commercial property tax stayed on the tax --

the real estate property tax roles, it was brought up

this is kind of conplex, and Gary, |I'msure you're going

have sonme input into this, about the industrial

property tax being pooled as an equalization pool to

equal i ze the different school districts because it's

obvious if you went to an incone tax, sone of our school

28
districts in the nore wealthy areas woul d have an
of revenue. Ohers would certainly be shortchanged.

It was viewed that the industrial commercial property

woul d be used as an equalization pool to nmake our poorer
districts whole, and to kind of nmake the system work.

Now of course, the down side of that is the fol ks

say, you know, | have a power plant in ny district.

going to take revenue to help a school district in
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part of the county. That goes back to our nentality of

fundi ng our schools on a district by district basis

of nmore on a regional basis. And | don't think we wl|l

ever break that nentality because it's been seen over

over again how protective we are of our individual

districts. Go ahead, Gary.

MR. Bl XHORN: | would agree with you
conpletely. | don't think you will every hear any
consensus of regionalizing the districts. | know
personal ly before | noved to BOCES, | was assi stant

superintendent for business in Northport where we have

power plant.

| can renenber going to a county legislative

probably twenty years ago where a proposal was made to

regionalize the LILCO plant at the tine up there. |

the testinony on behalf of the district on all the

It should not happen.
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On the other hand, when you look at it froma

and equity perspective, you can nake some very strong
argunents on why it should happen. | think that is an
| ssue that you're not going to get consensus on. The
districts that have those types of resources, there is a
strong rational to protect those resources and districts

that don't have a strong rationale for themto try to

pi ece of the action,

When you nove into regionalizing certain taxable
properties, that |eads you to the whol e di scussion of
school consolidation and the whole array of other issues

that really tend to divide people pretty dramatically

pretty quickly, so people will fall into a couple of
di fferent canps when those issues are put on the table.

CHAI RVAN LI NDSAY: My question though is, if

just address the issue of regionalizing the industrial

comercial base as a lone item | certainly think that

woul d run into trenmendous opposition.
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MR. Bl XHORN: Absol utel y.

CHAI RVAN LI NDSAY: In the what if scenari o,

we scrap the whole systemand start over again. | would
t hi nk that people would [ ook where do | stand in this
system Am| better off or worse off.

MR. Bl XHORN: | think part of the difficulty

what we're trying to do is that the property tax and the

school district boundaries and systemis so deeply
I ngrained, that realistically you can't | ook at a bl ank

slate and it's very difficult to get your m nd out of

structures that exist. That is why when we had the

wth M. Levinson, it was difficult to visualize how you
could tal k about the revenue side of the budget w thout
tal ki ng about the expenditure side of the budget.

To the extent we have |l ocal control in the school

districts, the school districts over the years

their budgets and spending patterns with an
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1
Wi th

2

of where the revenues are comng from |If you have a

plant or mall in your district or those types of

then the spending tends to be built around the resources

available to you. |[If you talk about taking things away

regionalizing things, it's the entire history and
expenditure history and structure and traditions and

educational prograns in the district are built around

structures.

That is why there are inequities. There are

spending forty or fifty thousand dollars a student or

districts spending nine or ten thousand doll ars per

The districts that are spending nine and ten have the
prograns that are offered to those kids over the years,
just like the districts spending twenty and twenty-two

t housand dollars on their kids. |It's a tough issue when

you start noving away, when you start trying to tinker

one piece of the structure that is really part of a nuch
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3 | arger system

4 MR. LI PP: Wth M. Levinson's presentation
t he

5 way | understood it to be, he would keep the revenue
from

6 the incone tax in the school district. On the surface,

7 what is the point if that is going to happen? However,

8 what he al so would do would be to regionalize the

9 comrercial property tax, and that woul d supposedly

10 i ntroduce the equity portion.

11 | f you're going to go through an incone tax, just
from

12 an equity point of view, to ne there is no point of it

13 unl ess you have sone port of equalization. He gets
t hat,

14 not that |'m agreeing, you, by going to the regional

15 situation, | don't disagree with you at all in terns of
t he

16 difficult sell onit.

17 | made nyself clear several tinmes that | don't see
t he

18 point in repeating nyself. In the past | said that I
don' t

19 think it's the best idea. Wat we're tal king about here
on

20 an equity level, sone of the reasons why | don't think
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22 don't think it works, but | nmade those points in the
past .

23 Here we're tal king about the equity. Does it work
24 i nconme tax? What is the point if you' re not
regi onal i zi ng

25 that to begin with. M. Levinson has that covered by

32
1 regionalizing the commercial. | think what Legi sl ator

2 Li ndsay is saying localistically, then, the equity thing

3 works if you take those two pieces together.
4 CHAI RVAN LI NDSAY: VWhich is the next thought
5 about again, what if? Wat if we had an incone tax; how

6 would it be distributed? What M. Lipp just alluded to

IS
7 t he one nodel that we heard about is that it would be
8 distributed into distinct factions. That the incone

t ax
9 of the honmeowners with this district would stay in the
10 district. And the industrial comrercial base with that
11 district would be pooled as an equalization pool. Maybe

12 there would be a hybrid of that. Mybe a certain anount
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at

the industrial comrercial base would stay in the

and the rest of it would go into the pool.

But again, | think what it boils down to is

What are the nunbers? What do the nunbers show? The
average taxpayer, | think, would viewit, whether it's a
good thing or bad thing, based on the tax bill.

The other issue having to do with that, and the big
di sadvantage of the incone tax, it could be a very snall

percentage on the surface because npbst hones have

breadwi nners. Sone, probably nost hones have two, at
| east, and sone m ght have three or four, so although it

m ght not be paying a | ot of inconme tax per individual,

you pool ed the whole thing together it nay be a | arge

per househol d.

M5. TYSON: There are other ways of | ooking

the incone tax. What we are looking at is basically
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everyone gave the sane percentages. There are other

| think three or four years ago the New York State

and Legislator vetoed it. The Governor had a one

tax incone over a hundred fifty thousand dollars and two

percent over two hundred thousand dollars, which raises

huge anount of noney,

I f you |l ook at how nuch it raises, if you | ook at

pays, it's a small percentage of the people that pay.

a small. In Nassau, we had a plan where we reduced

by twenty percent, Nassau County property tax, and then

had a one percent tax on incones above one hundred

two percent on incones above two hundred t housand

Ni nety percent of the taxpayers in Nassau woul d not pay

tax at all and they would pay a reduction,

We did a professional poll and we asked the people

woul d be paying the additional tax, how they felt about
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10

11

and forty-six percent of the people supported the tax.

di alogue with the pollsters was it's okay to be taxed at
that level, it's very expensive to live on Long Island.
We cane out with different tax ways. There is nore

t han one way of doing it. Frank Morris' presentation

clear in saying that the tax system has been eroded;

34

not effective any nore. They basically starved the

of funds. Locally they stopped funding education. They
used to fund fifty percent of education. Nowit's the

State has starved the systemof funds, and that is why

property taxes continue to rise exponentially,
In | ooking at the system we can | ook at having
different tax rates as well. You're tal king about

different incone |levels, the seniors, |lower mddle

how do they make out. So you can | ook at different
segnents of the population and the different taxes that

t hey woul d be payi ng.
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CHAI RVAN LI NDSAY: Which really goes to the
fifth itemin ny thought list, is it a flat tax or

progressive tax, or | guess you are thinking about just

househol ds of a hundred fifty thousand dollars is just a
tax on one segnment of the popul ation.

M5. TYSON: O you can have a hi gher

One pays a half percent.
CHAI RVAN LI NDSAY: Progressive tax. | think

t hat kind of goes back to one of Pearl's comments

w Il that cause whol e segnents of our population to wal k
with their feet.

DR, KAMER: Not only walk with their feet,

hi de their inconme. The wealthy have very good

and know how to hide their i ncone and do so, in fact.

35
CHAI RVAN LI NDSAY: That goes with the fornul a

when you' re considering what kind of tax to do, we need

that kind of incone base, is it on the gross base or
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17
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adj usted base? | don't know whet her anybody has any
t hought s.
M5. GAZES: If you do that kind of system you

have to regionalize. You couldn't do sonething |ike

Wi t hout regionalizing the distribution of the funds. |If

you do sonething like that, you will have certain

that are going to collect virtually no incone tax. You

can't keep the incone tax in the district if you're

to do that type of a system

MR. LI PP: Wi ch brings us to what we have

tal k about, equity. Going back to what Gary said, he's

spoken on both sides of the issue. [It's probably not

to happen. How do you nake the thing for equity. The

answer could be as foll ows: What you need to do is, on
the surface have sonething, I'lIl call it a suppl enental
tax. The supplenental tax is not real. It could be

structured that it's not really neant to be suppl enent al
but rather a replacenent in the follow ng sense.

| f you could cap in sone way the property tax now
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1
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11
don't
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nme.

say | ook, what we're going to do is we're going to use

additional tax via sales tax, nortgage tax. You use

as the, quote, regional pool.

It seens to ne, and | don't claimto have the pul se

the public, but it seens to ne that people are going to

kick and screamif they think you're rearrangi ng taxes

taking it out of their school district even if they are

| ot wealthier and don't have the needs that a poorer
district was. Even if that would be nore equitable.

| think what people would be nore willing to do is
have sone additional tax that is used to keep taxes from

rising too nmuch and also use it judiciously to inprove

the equity of the system So what we're tal king about

there is basically a discussion of whether or not we

repl ace or suppl enent.

CHAI RVAN LI NDSAY: You' re getting ahead of
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14 I"'mtrying to keep the discussion to the incone tax for

t he

15 nonent .

16 LEG NOWCK: You know, we're sitting here and

17 tal king a | ot about what the public wants and what our

18 t axpayers want, and | have to say this, with all the

19 di scussion, what | really want to know and really
putting

20 it in laynen's terns, we don't have these nunbers. |
want

21 soneone to say to ne Lynn, if we do an incone tax you're

22 going to save this nmuch noney. But we can't do that

23 because we don't actually have the figures,

24 It's a very difficult thing to do and it becones a

25 difficult thing to sell it our public. | don't know
what
37

1 to say. |I'msitting here thinking quite honestly, wl|l
I

2 save noney. |'msure you're all thinking about that.
How

3 do we arrive at those answers?

4 CHAI RMAN LI NDSAY: The point is everybody
wil |
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view that on an i ndivi dual basis. How do | make out in

this restructuring of financing the schools. Am | ahead

behi nd. When you're raising, you have to raise X

revenues. W have identified it as one point eight

dollars to fund all the districts to replace the
owner - occupi ed property tax. One point eight billion
dol | ars,

We know what the gig is. W have to figure out

is the total amount that we would have to tax to raise

anmount of noney. Fromthat you would know, only you

know what you're paying in property taxes now and if you

knew what your inconme was and the percentage that you

be payi ng, you would know i ndi vidually whether you're

or behind and it's going to be wnners and | osers.
MR, SAW CKI : That's right. As he just said,

you have to cone up with a certain base of noney. There

a certain anount of noney that we need.

CHAI RVAN LI NDSAY: One point eight billion
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LEG NOWCK: This could be a matter of

You have to cone up with the anount. This could be a

matter of shifting the burden, possibly from senior
citizens who are hurt by it. Possibly |owincone single
nmom i nconmes. The house is worth a lot. You had it for
years, so of course it's worth a lot, but so you're
assessed on it.

This could be a matter of shifting the burden from
those that can't to those that can.

CHAI RVAN LI NDSAY: Even the losers in this

scenario, the silver lining is you only pay that anount

t axes when you're earning that anount of noney. There

conme a period of tinme when you go into retirenent years

when your incone won't be as high, where you woul dn't

as much as noney.
The other side is your children are starting out in

this community and initially they're not neking that
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of noney. They're trying to acquire a hone and

the taxes is the stunbling block on trying to acquire

first honme, so that kind of gives them a break.
The other thing that was troubling to me in this
scenario, it's a very practical thing, but if we did

change fromone tax systemto another, what do we do

school budgets. People vote for school budgets because

t hey know t hey have an equity stake. They know if the

I s approved, their taxes will go up X amount of
They have to nake a conscious decision, aml wlling to
for it. |If the systemis switched to an incone tax,

especially if it's one rate, whether progressive or flat

a regional basis, what is the incentive to vote in

budget s. | don't have an answer to that.
LEG NOWCK: Bill, sadly, people don't go out

now and vote in school budgets.
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CHAI RVAN LI NDSAY: How many woul d vote if

didn't have an equity stake in it?
LEG NOWCK: | don't know.

M5. TYSON: | think they're still deciding on

particul ar budget nunmber anobunt. They are still

We are still going to raise one point eight billion

for this budget. The incone tax m ght nake it so there

| ess personal burden on these people. Sone people can

out and vote against it. | don't know how that changes
people will vote on it. The people wll still vote it
down. | don't know how that changes so nuch.

MR. Bl XHORN: Wwn't repeat nyself from

You're really getting to the crux of the problemthat |

trying to describe. The systemthat we have in New York

State and on the Island is so focused on | ocal control

on district by district decision nmaking, as soon as you

tal k about regionalizing any resources or noving away
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from

24 where the community is taxing itself you're going to run
25 into -- you're going to run afoul of the tradition of
| ocal
40
1 contr ol
2 | think you're right. | think there is a
particul ar
3 possibility that there would be a disincentive for
peopl e
4 to vote on their budgets. Right nowit's very
5 personal. You know within our conmmunity were going to
6 rai se X nunber of dollars to support the prograns that
t he
7 school board is proposing for the kids in our school.
8 Peopl e choose to go when it becones a little nore
9 contenti ous and people choose to ignore it when it's not
10 contentious. |It's a high stakes thing for many
11 communi ties,
12 What | don't have a grasp on and what | tried to
get
13 fromM. Levinson, how would you establish a budget when
14 the revenues, do you have to establish expenditure
budget s
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to match the revenue that the State decides to give you
froman incone tax, and at that point, how does a

community, if we want to provide a programthat is

than the economc limts fromthe i ncone would tax or

aid woul d generate. How do they decide to do it?
Their kids go on environnental education trips, X

nunber of field trips, additional athletic teans. |If

revenues are constrained, are we, in essence, saying to

community you can buy what we are willing to give you to
support your schools, but you can't buy anything beyond

that. It's really a nmuch bigger question, but as |

earlier communities over the years have devel oped

and devel oped offering for student based upon what the
community is able to afford.

| f you all of a sudden reduce the revenues able to
support the schools and redistribute the revenues, then

schools are not going to be able to offer the prograns
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7 they can't rai se noney on a supplenental basis. |f you

go

8 back to the original problem what are we going to do.
Cet

9 rid of the property tax and one district is able to
rai se

10 the noney for an additional program how are we going to
do

11 t hat ?

12 LEG NOW CK: Schools spend based on what the

13 community can afford. My schools are spending -- |
can't

14 afford it. I1t's not really based on what the community -

15 it's based on a budget, | believe, that is based on a
very

16 very smal | percentage. Be that as it may, the question

17 here is, just to go back on track, is whether or not we

18 have people still vote on school budgets.

19 Legi sl ator Lindsay said well, what is the
noti vati on.

20 You're right in a way. However, if you just take it to
any

21 general election a |lot of people are not notivated to

22 vote. They say | don't like who is running, what is the

23 sense, but they have the right. | don't think we can
even
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hope to take it away. People feel they need to have a

little control.

CHAI RVAN LI NDSAY: No, |'m not suggesting it

t aken away. | "' m aski ng the question what is the
notivation to vote on a school budget if it doesn't have
any individual inpact on a household? For exanple, just

say the incone tax is established as a nom nal rate.

a wealthy community. They have a | ot of inconme com ng

that community, but they want nore. They want to

anot her program

Were do they get additional incone fronf? Do they

back to the equalization pool that we tal ked about?

are you going to hear an uproar, one community knew

comrerci al industrial base is financing a pool for a
programthat they consider rich that they don't have in

their own schools. So, | don't have the solution to
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particular problemon the logistics, but it's sonething
that | think we really have to think about is, are we

com ng down to the fact that an incone tax would only

If there was a regionalized school systenf

MR. LI PP: | think what we're saying is even

we think incone tax is great because of the |ocal

i ssue, to the extent people don't want to give that up,

don't see where people are interested in giving that

Then you have to have sone flexibility in the system

Where you say this is how nuch you can spend; that's

You need sone sort of safety valve, perhaps, for

I nstance, you have sone sort of fornula, this additional
tax to keep the property taxes from going up. Mybe a
total replacenent wwth a mnor property tax. Then you

allow for any growmh through this regional pool. Then

give the flexibility of the local comunities to go
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that and tax nore heavily on the property in their

ot herwi se, you don't have | ocal control.

MR. BAHR: | just don't want anybody to under
estimate the inportance of what Gary said and Robert
touched on now. Wth the plans we have tal ked about so
far, we have said districts will be told in advance how

much noney they have to spend. |If they're told you

go beyond that, this plan is dead on arrival. |It's that
sinple. These districts were not going to accept any

recomrendati ons or plans that we or anybody el se nakes

we take that level of |ocal control away fromthem

It goes back to why are they voting on the budget.
The original way, if you tell themyou have X nunbers of
dollars to spend, they' re voting on the distribution of
noney. Wat if they vote no, what happens to the nobney
t hey chose not to spend, does that go back into a pool ?

What if they decide they want to have nore field trips,

we take that right away?

That is not going to work. W have to consi der
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before we cone up with any recommendati ons.

CHAI RVAN LI NDSAY: Whi ch kind of leads ne to

fourth point, that again, it was ny personal thought

what our final report should include. That is going to

really have both issues. That is, should we |ook to

other alternative taxes, whether it be an i ncome tax.
M. Byrne was here and tal ked about the inheritance tax
t hat has been reduced. Wen the fellow fromO TV tal ked

about Jeff Casale, about the lottery term nals, about

revenue there. Wuld we want to talk about a system

sone other alternative revenue sources to act as a
suppl enent to freeze existing property taxes, and raise
sonme kind of regional pool for stabilization to stop the
steady increase that is really devastating sone of our
communi ties.

MR. BAHR: How can we ignore sonething |ike

that? | think we have an obligation on this conmm ssion
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I nvestigate any way or neans to help the taxpayer with

burden that they're shouldering now. |If we can find a

revenue streamthat is not a tax, how do we ignore it

not put it in the report? How about the lottery

W were told it's going to happen. Wether the OIB or

Native Anerican tribes do it, it's going to be happen.

us not to get a cut of that noney is irresponsible on

part. | think whatever things conme up it's inportant

us to consi der.

DR KAMER: | think we have to | ook at

the property tax. |If you cap the property tax, what

wi || be capping the property tax if you have to consider

that option. Then have to conme up with suppl enental

t hat have been levied, or fees, that will allow you to

the property tax and make that as one of your options.
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That is part of the general discussion, | think.

CHAI RVAN LI NDSAY: Do you want to say

M5. TYSON: Yes. I'"d 1 ke the |1 dea of

the property taxes. | think the problemis, if you want

cap graduation paynents, if the school district needs

noney, the funds have to be there. You can't say we're
going to stop sending nore noney for education.

There is inflation, it would be great if we can cap
property taxes here and nmake the State pay all the
addi ti onal noney needed for the school districts through

the State incone taxes. W can say our property taxes

in a locked box and woul dn't go up any nore, but from

on the State pays it.

| think we have to nake sure the noney is there

we tal k about a cap. The noney has to be nade avail abl e
for all school districts and the distribution has to be
made cl ear.

THE CHAI RVAN: Gary, what kind of revenue are
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25 | ooking at to raise on an annual basis in order to cap

r eal
46

1 estate taxes? Do you have any nunbers on what the
anmount

2 in total of school expenses go up every year?

3 MR. Bl XHORN: The schools on Long Island, the

4 aggregat e budgets on schools on Long Island is seven
poi nt

5 five billion dollars. | think the State aid, school
t ax,

6 the property taxpayers pay up essentially whatever is

7 not -- whatever doesn't cone from Al bany is what nakes
up

8 your | ocal property tax |levy, whatever. One of the

9 difficulties in tal king about State aid, and in general
t he

10 State's share of revenues to your school districts
ranges

11 anywhere fromas low as five to six percent, up to as
much

12 as sixty percent.

13 We have many school districts that receive very

14 little of their incone fromthe State the State aid. O

15 the east end districts, State aid cut of fifty percent
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woul dn't rmake a significant difference to their

because the total share of their expenses covered from
State aid mght be as low as four or five percent,
O her large districts that have a | ot of property

wealth would be in a simlar situation. Sone of our

weal th property districts, seven or eight percent.

are other districts that aren't particularly high wealth
getting between twenty-five and thirty percent fromthe

State. The percentage of our school district is

I n nost cases a large part of the total inconme to the

school district.
| f you start tal king about capping two thirds or

ni nety percent of your incone, you're really talking

putting severe constraints on your ability to raise the
funds that cover the inflationary costs that we were
t al ki ng about.

| have all the data. | could give you the answer
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t hat question. Wen you start tal king about capping the
property tax and | ooking at alternatives to nmake up what

you woul d | ose by putting a cap in place, it really

full circle to the first issue because we're so heavily
dependent on the property tax,
It's such a big share of the cost in nost school

districts. The only districts getting significant

of State aid well above forty to fifty percent would be
exceedi ngly poor school districts. Even the districts
bel ow State average in terns of wealth are still in that

forty to fifty percent of revenue fromthe State. Even

poor districts aren't heavily State supported.

MR. LI PP: Actual |y, we have sone nunbers. |
don't have themin front of nme. | left it in the car.
school property tax is like two point eight billion

dollars. A cap by five percent would be a hundred forty
mllion, ten percent would be double that two hundred

eighty mllion in alternative sources to quote, cap.
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DR. KAMER: | think Gary's point is very well
taken. W& have to show what a cap would do to individua
school districts based on the proportion of their total
revenue cones fromlocal property taxes. |If you have a

school district that gets only ten percent of its total

revenue from State aid and you're capping the property

and they get ninety percent of that revenue from

tax, what would they have to use alternative sources.

will prove it's probably not feasible to cap it. W

to deal with the concepts of capping it because the

woul d expect you to cap it. They will say why can't you

cap it. W have to denonstrate the inplications of

CHAI RVAN LI NDSAY: |f we created an

pool that cane out of lottery termnals or sales tax or

I nheritance tax or whatever that could be used to

the increase of real estate taxes, what is the incentive

back to the district. In other words, if the district
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11

that the real estate taxes weren't going to go up at

| wll adopt this environnental research program because
there is no economc inpact do me. |1'mgoing to get the
noney out of the pool.
DR. KAMER: Sonebody else is paying for it.
CHAI RVAN LI NDSAY: Their taxpayers are payi ng

for it too in sone sense but there is no direct economc

| npact to those taxpayers.

MR. LI PP: There is on a sinple |evel, but

things. Nunber one, with the differentiation from one
school district, what piece of the action is property
taxes? The nunbers which | was referring to which

obvi ously are averages, you could use those revenues to

give a greater anount than those that rely nore heavily

the property tax to adjust for that fact, and less to

who get greater State aid. You can take care of it that
way.

You have to | ook at other issues of equity. So if
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want to build in nore noney to the poorer school

as well as those that don't get that nuch State aid,

woul d be anot her consi derati on,
Lastly, in terns of the issues that you're talking
about here with keeping themfromthe spending wldly

because their property taxes are capped, you woul d have

have a fornmula which we briefly discussed |ast tine but

didn't talk about. What are the pluses and m nuses in
terns of the aid would be the function of how nmuch the

budget goes up so that it wouldn't be conpletely capped

school districts were able to control their spending

They woul d get conceptually no tax increase doll ars,
per haps even future dollars to allow themto | ower the

property taxes, and if school districts decided they

50
to increase significantly, for whatever prograns, they

woul d have to pay an increasing share of it through
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I ncrease in their own school taxes.
CHAI RVAN LI NDSAY: We are back to the plan of

the last year, if you don't increase your budgets by

than four percent you wll get additional State aid.
Besi des the nunbers maybe not being workable, is that
formula workable in that if you limt the increase in
property taxes you can access a pool of noney to offset
property taxes.

MR. Bl XHORN: One of the issues that canme up

around that proposal |ast year, | can't renenber what

exact cap was that was proposed, in order to get the

additional aid -- four percent, if you just factored in

cost of increased pension cost for the State retirenent

system increased insurance costs through the Enpire

and i ncreased energy costs, nost of the districts are
al ready at double the cap that was proposed in the
| egi sl ati on.

| f you factored those ongoi ng expenses that really

don't have a great degree of control over, it already

file:/lIG|/Inetpub/wwwroot/myweb/Legislature/clerk/cmeet/htr/htr082306min.htm (73 of 90) [10/18/2006 4:15:07 PM]



22 pierced the cap. The proposal as it was proposed | ast

year

23 was qui ckly di sposed of by the Legislature based on
I nput

24 fromthe constituent because the way it was structured
it

25 wasn't wor kabl e.

51

1 Just want to nention one other thing. | don't want
to

2 get off your point. Al of the nunbers that | was
t al ki ng

3 about earlier were in terns of the State share really

4 excl usive of the STAR subsidy. | think one thing that
t he

5 comm ssion really has to devel op an understandi ng of

6 because it's a bone of contention, any tinme you start

7 tal ki ng about school aid is STAR The way the State

8 accounts for STAR, they consider it school aid. They

9 consider it support to schools. The way schools to tend
to

10 regard STAR is a subsidy that goes to | ocal property

11 taxpayers. It's not noney that cones into schools to

12 of fset the anmobunt of noney they have to raise by
property
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t axes,

Any tinme you get into a discussion wth nenbers of

Legi sl ature about State share you will also -- there is

al ways going to be a little bit of a gap where you say

school district is only getting fifteen percent of the
revenues fromthe State. The Legislature wll say

no, if you count STAR they're actually getting twenty-

percent. There is a big variable. | believe it's about

six hundred forty-three mllion dollars. There is a |ot

noney tied up in STAR

CHAI RVAN LI NDSAY: | f the six hundred forty-

mllion dollars went to the school districts, is there

assurance that the school districts would cut the

t axpayers' rate by that anount of noney?
MR. Bl XHORN: | can't tell you that. |If the

spendi ng was the sane and the six hundred forty-one

went to the school district, the aggregate woul d be
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about
5 el even percent |lower, however. |It's a matter of how the
6 noney is applied to the system |'m not suggesting

7 anyt hing other than STAR  Sonething that we have to be

8 consi dered when we start tal king about State share
because

9 it's looked at differently, dependi ng on what you said.

10 VR. BERNHARD: In the Town of Babyl on,

11 anal yzed, we have ten school districts. Since the

12 2000- 2001 tax school year, the proportion of the budget
IS

13 sixty percent State aid, forty percent property tax.
For

14 the '05-'06 school year, that nunber is fifty-fifty.
The

15 I ncreased anounts that honmeowners enjoyed in STAR
savi ngs

16 each year, what the State is doing is just shifting
t hat .

17 They're giving the school |ess because they're nmaking it
up

18 in the STAR

19 The taxpayers think you' re getting a thousand off
on a

20 basi ¢ STAR exenption when in fact it's com ng out the
ot her

21 si de.
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LEG NOWCK: Just as a commrent, | think

maybe the idea behind it was the idea that it was

guaranteed that the taxpayer would get a reduction on

tax bill. Like Legislator Lindsay said, if there was

STAR and si x point one was poured back.

MR. BERNHARD: Si x hundred twenty-one

LEG NOWCK: Six hundred twenty-one mllion

poured in -- | have to put this delicately.

MR. BERNHARD: | don't think you can.

LEG NOW CK: | wasn't. Then the school
district wll say let's spend it. As opposed to each
senior getting sixteen hundred -- so the seniors say
see it here, | see that two thousand.

MR. BERNHARD: That is the reason the

Legislature did it and al so the sanme reason they're

out with the rebate checks, which is another fiasco.
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MS. TYSON: Because |'m a new honeowner | had

pay interest on the STAR on the noney |I'mgetting

had to pay up front. It was amazing in the nortgage

t hey don't know how much STAR is going to give you.

have to, in the first year, pay interest to the bank,
| find it offensive they're basically taxing ne and
t hen paying it back.

MR. BERNHARD: Don't you get it back after

first year?
M5. TYSON: You have to wait two years.

MR. BERNHARD: Changes banks, Li sa.

MS. TYSON: | got a governnent loan. [t was
amazing for the tax liability. | think just fromthe
consunmer you're taxing it and -- | think it's

to get it to stop people thinking I'"mgetting a straight
STAR reduction. It's better, definitely a better way to

el i mnate STAR
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CHAI RVAN LI NDSAY: We have been joi ned by

M chael Bernhard fromthe Tax Assessor's Associ ati on,

chimed in. First of all, the concept of STARIis to give

the school aid directly to the taxpayer rather than to

school because the thought process is the school

pass it all on to the taxpayer but will spend it or wll
spend part of it.
M chael just raised an issue, by giving STARis the
school tax aid being reduced to the school district.
MR. BERNHARD: Absol utel y.
CHAI RVAN LI NDSAY: Is it giving with one hand
and taking with the other? |Its going back to the incone

tax proposal. That is sonething that if you were to

to an incone tax, you would have to factor that into

noney. Are you going to | ose the STAR noney or is the

noney a ready made for the equalization pool we're

about .

DR. KAMER: That STAR noney shoul d be fed
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State aid and regarded as State aid.

MR. LI PP: | need to go back to the point

Gary made about where you nentioned the four percent

proposal. Wat | was tal king about maybe conceptually
relates to that.
What we're tal king about here is definitely

different. W' re tal king about devel opi ng what we

to be trend growh in property taxes, then com ng up

suppl enental source of revenue to, on average, keep

property taxes fromgoing up. So therefore, to the

school district conceptually would it be enough noney to

that. |If the individual school district decided they

nore or if for whatever reasons their growh and costs
happen to be nore than average, they would have to dig a

littl e deeper into their pockets. | f you don't have

dig deeper into their pockets, as Bill said, what wll
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M5. TYSON: Har vey Levi nson said those that

their STAR noney to the poor school district -- we don't
think that works. He was saying how to redistribute the
STAR noney.

CHAI RVAN LI NDSAY: | don't think he exactly

that. | think he envisioned the STAR going into the

equal i zati on pool along with the industrial and

real estate property tax.

M5. TYSON: I think the State woul d take
| don't think they will say if you nove away fromthe
estate tax to the incone tax we will take away the STAR
CHAI RVAN LI NDSAY:- In switching fromone

to another, if you |ost that supplenent, the region

be a huge | oser.

DR. KAMER: That is an excell ent reason for
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switching to an incone tax because the State STAR noney
woul d di sappear. Unless you put a proviso in there that
STAR noney is actually a formof State aid.

MR. BERNHARD: That is exactly what it is.

DR KAMER: Because it allows the State to

back your aid to take it out through the back door. You

woul d have to put in a provision that you regard STAR

as State aid and therefore should go back into the pool

State aid.

CHAI RVAN LI NDSAY: "1l go back to the

question and prem se. Sone kind of equalization pool

the lines that the governor proposes, but not in

| s that a workable systenf

DR, KAMER: No. Not unless you regionalize

school district. | think Gary nmade the point very
el oquently. [If you don't have a regional school system
adm ni stratively, then such a pool system woul dn't work.

CHAI RVAN LI NDSAY: The governor's proposal
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t hat school districts that watch and curtail their

woul d be able to tap in to the. Equalization pool.

DR. KAMER: If the cap was four percent and

requi red expenditures would pierce that cap.

CHAI RVAN LI NDSAY: "' mnot staying his

were realistic. Wat we're tal king about is four

I ncrease in the expenses of the district, not a four
percent tax increase to the taxpayers.

MR. Bl XHORN: | believe the proposal was four
percent expenditure increase cap.

CHAI RVAN LI NDSAY: VWhich is much different

the property tax. One doesn't necessarily equate to the

ot her.

MR Bl XHORN: No.

DR KAMER: | think we would have to | ook at
nunbers.

MR. Bl XHORN: I f what you're tal king about

file:/lIG|/Inetpub/wwwroot/myweb/Legislature/clerk/cmeet/htr/htr082306min.htm (83 of 90) [10/18/2006 4:15:07 PM]



15
16
t hi nk, |
17
| ocal
18
19
20
21
nmuch
22
23
not .
24
i ncentive
25
Wi th
58
1
down
2
3
4
5
a

be establishing sone sort of incentive for districts to

hol d down costs, it's sonething to |ook at. But |

think there will be sonme disagreenent on this. The

school boards are under trenendous pressure within their
comunities already to try to do their best to hold down
expenditures. | don't think if you try to hold down the

target, they would benefit fromit. | don't know how

of a difference it would make.

MR. BERNHARD: The original proposal wll

Only had the four percent cap. It was also the
to the rebate programthat they're still going forward
this fall. |If the school district kept its spending

to four percent, not only would they be eligible to nore
State aid but the residents of that district would be
eligible for nore of a STAR rebate, so it was twofold.

DR. KAMER: | think we have to discuss it in
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final report. W have to put in a few nunbers, but |

with Gary. | think given the tax revolt, many school
districts are doing what they can to hold down their

expendi tures, but an additional incentive may not do

nmuch.

CHAI RVAN LI NDSAY: Wuldn't it create a

systemif the school boards are doing the right thing?

DR. KAMER: It would be, but I don't know how
many schools districts what able to hold down their
expendi tures that nuch.

CHAI RVAN LI NDSAY: Four percent may not be a
wor kabl e nunber.

DR. KAMER: It may work if you have a higher
cap. Yeah, it would be an incentive.

MR. BAHR: An incentive to what? What is the

right thing? Wat school district would that be

to cut out things that mght be vital sinply to get nore

State aid | worry about that. | don't know what the

it 1Is

file:/lIG|/Inetpub/wwwroot/myweb/Legislature/clerk/cmeet/htr/htr082306min.htm (85 of 90) [10/18/2006 4:15:07 PM]



25 CHAI RVAN LI NDSAY: You get back to the question what is

59

1 vital and what isn't.

2 DR, KAMER: You woul dn't get any agreenent on

3 t hat .

4 V5. TYSON: | think Gary said earlier the
reason

5 why school budgets are going up, inflation, fuel and

6 pensi on costs and health care costs. Those are things
t hat

7 are not necessarily directly related to student
educati on

8 and how good they're going to do. Unfortunately, the

9 prograns, those things, their costs continually go up.

10 Its the perhaps that gets cut in order to get the four

11 perks it will be reading prograns and after school

12 prograns, the really interesting prograns that are
hel pi ng

13 Wi th achi evenent .

14 Ri ght now when you see the sports prograns nmany
peopl e

15 think it's not so bad to cut a sports program but when
t he

16 kid is a high school senior and he needs to go to
col | ege
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with an athletic scholarship to go to a good school is

gone. The things that get cut because of the added

due to fuel and other things not within the control of

school board,
These are the things really nmaking it so we're not
conpetitive educationally. This is why we are not

educati ng enough engineers. W are teaching to tests

all the mandates and the kids are not |earning nore and

achi evi ng nore.

DR. KAMER: Lisa's point is well taken. This

why you have to address not only the revenue side in the

report, you have to | ook at what is driving up school

to begin with. Many of the factors are beyond the

of the school district. Wen you talk about capping

expenditures, this is sonething that may be inpossible

begin wth.
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8 VR. BERNHARD: Just to add to what Pearl

sai d.

9 There are many | ayers of governnent that face the
syst em

10 problens wth fuel costs, pensions, health care and many

11 muni ci palities, villages, counties. M town, a |ot of

12 towns, they are not raising taxes at nore than four

13 percent, sone of themat zero percent. There has to be

14 nore to it fromthe educational side that is forcing
t hat

15 nunber a | ot higher,

16 | think another thing affecting the school
di stricts,

17 | know in conversations every day with usually the

18 assi stant superintendents of finance in ny town has to
do

19 with the timng of alot of things. Like in Suffolk

20 County, when the assessnent roles are set, the tentative
_ 21 role is nmade first. They're voting on the third Tuesday
in

22 May. They already had a budget prepared weeks prior to

23 that. They don't know what the assessnent w || be.

24 We just finalized our role two weeks ago. Now
they're

25 plugging into divide that into their property tax |evy
to
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find out what their tax rates will be. They didn't know

until then. It's a difficult position for a |ot of the
school s.

CHAI RVAN LI NDSAY: Last word. Then we wll
break for a half hour.

MR. LI PP: The conversati on about how you

noney to freeze taxes or keep them down really doesn't

speak clearly to trying to cap expenditures because that

not part of our mandate. In theory, we would have

pool of noney here is trend growth. Here is how nuch

we could cone up with, an additional nortgage tax or

tax or incone tax, and we will give districts, based

their trend growth, revenues to keep their property

from goi ng up
If they're able to deal with it and keep their

expenses down perhaps their taxes wll go down. If they
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17 can't deal with it and that is the best we can do,

district and

18 will have to go to the people in the school

t hat the

19 rai se the property taxes. |f the people feel

20 prograns are worthwhile, God bless them that's fine.

21 CHAI RVAN LI NDSAY: |"mgoing to recess the
22 comm ssion for a half hour until twelve thirty and we
wil |
23 take public testinony for two hours,
24 (The neeting adjourned at 12:00 p. m
public
25 heari ng commenced at 12: 33
p.m)
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