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CHAI RVAN PRETLOW  Good norni ng, and
wel cone.

"' m Assenbl yman Gary Pretlow, chair of
the Assenbly Ways and Means Conmittee, and
today we begin the 13th in a series of
heari ngs conducted by the joint fiscal
commttees of the Legislature regarding the
Governor's proposed budget for fiscal year
' 25-"' 26.

These hearings are conducted pursuant
to New York State Constitution and
Legi sl ative Law.

Today the Assenbly Ways and Means
Comm ttee and the Senate Finance Conmttee
wi |l hear testinony concerning the Governor's
budget proposal for Taxes.

Wth us we have
Assenbl ywoman Wl lians, the chair of our
Taxation Conmittee, as well as
Assenbl yman Braunstein, Assenblyman Dil an,
and Assenbl ynan Qi s.

O course we have the chair of the
Senate Finance Committee, Senator Liz

Krueger, who will announce her nenbers.
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CHAI RMOVAN KRUEGER: Good nor ni ng.

| am joined by Senator Gounardes,
chair of Budget and Revenue; Senator
John Liu; Senator Jackson; Senator Mayer.

And our ranker, Tom O Mara, m ght
introduce -- no? Just hinself. This is
Senator Tom Mare -- Tom O Mar a.

(Laughter.)

CHAl RWOVAN KRUEGER: | need sone
cof f ee.

CHAI RVAN PRETLOW  And the ranker on
Ways and Means.

ASSEMBLYMAN RA:  Good nor ni ng.

We are joined by Assenbl ywomman Bail ey,
who is our ranker on Real Property Taxes, as
wel | as Assenblyman M|l er.

CHAI RVAN PRETLOW  Thank you.

Let's go over sone of the ground
rules. The governnental witnesses have
10 minutes for a presentation, and the chairs
of the appropriate conmmttees have 10 mi nutes
for questi oning.

Al'l other nenbers have three m nutes

for questions. The rankers have five
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m nut es.

And | can tell we have one person
here, you're waiting patiently for us. W
have your testinmony, if you' d just like to
just summarize what your testinony is, then
| eave room for questions. O herw se, do your
t hi ng.

Thank you.

DTF COMWM SSI ONER HI LLER: (M c off) --
t hank you for this opportunity to discuss
Gover nor Hochul --

CHAI RAMOVAN KRUEGER:  They' re turning
it up.

DTF COMWM SSI ONER HI LLER:  Ch, okay.
It's not nme, it's then? Okay, great.

CHAI RVAN PRETLOW  Yeah.

DTF COW SSI ONER HI LLER:  Thank you
for this opportunity to di scuss Governor
Hochul ' s Executive Budget and the operations
of the Tax Departnment.

As | suspect you know, the national
and state econom es showed unexpected
resilience |ast year, including slowng

inflation and steady job growmh. The
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Di vision of the Budget is now projecting a
significant budget surplus going into fiscal
year 2026, in |large neasure due to strong
personal income tax receipts.

Still, we are facing very rea
econonmi ¢ and budgetary risks. Nearly half of
New York's personal incone tax receipts are
paid by fewer than 2 percent of New York's
personal taxpayers. Qur econom c fortunes
are tied to their economc fortunes. \When
t hey have a good year, we see strong
i ncome tax receipts.

It's too soon to tell how the current
turmoil in Washington will play out, but we
know t hat uncertainty itself can inpact the
econony. W just saw an unexpected spike in
the rate of inflation and a drop in consuner
confidence. The president is using trade
tariffs to advance both econonm c and
non- econoni ¢ policy objectives. And efforts
to reshape federal spending and the federal
government itself will have consequences for
New York that we can't yet predict.

VWhat is certain is that affordability
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remai ns an enornous challenge in comunities
across the state. Governor Hochul has
proposed a fiscal year 2026 budget that is
focused on addressing these chall enges. As
part of her Affordability Agenda, the
Governor's Executive Budget advances several
proposal s to deliver nmuch-needed tax relief
to hardworking New York famlies.

First, Governor Hochul's Executive
Budget would return $3 billion to New Yorkers
inthe formof a sales tax rebate. Under
this proposal, the Tax Departnent woul d
deliver rebate paynments to 8.6 mllion
househol ds this year, providing nmuch-needed
relief to help famlies nmeet every-increasing
cost s.

The Governor's proposed budget woul d
al so cut personal income tax rates for |ow
and m ddl e-i nconme taxpayers. Wien fully

phased in, the new rates for these taxpayers

will be the lowest in nearly 70 years,
providing nearly $1 billion in recurring tax
relief to 8.3 mllion New Yorkers.

At the sane tine, Governor Hochul is
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proposing to keep the state's top three tax
brackets in place for an additional five
years, providing consistency and
predictability in the tax treatnent of these
tranches of taxpayers.

The third prong of Governor Hochul's
tax relief package is a historic expansion of
the Enpire State Child Credit. New York has
offered a child tax credit for decades, but
the credit only covered children ages 4 to
16. The Governor and Legi sl ature expanded
the credit in 2023 to cover children under
the age of 4, allowing us to reach nearly
630, 000 additional children.

W know that a refundable child tax
credit is one of the nost effective ways of
hel ping to address the needs of children
living in poverty. Building on the
recommendati ons of the Child Poverty
Reducti on Advi sory Council, Governor Hochu
is proposing to decouple the state credit
fromthe federal child credit in order to
provide significantly greater benefits to

even nore famli es.
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W will be increasing the nmaxi mum
credit from $330 to $500 for children ages 4
to 16, and to $1,000 for children under
age 4.

W will also be changing the way the
credit phases out at higher incone |evels,
and we' Il be elimnating the m nimum earned
i ncome requirenent that historically
functioned to exclude some of our poorest
famlies. This initiative is a critical step
inthe state's commtnent to cut child
poverty in half by 2031.

At the Tax Departnent we're working to
make these child tax credits and ot her
val uabl e tax prograns nore readily avail abl e
to New York taxpayers.

| have | ong been frustrated that
| ow-i nconme taxpayers too often turn to
expensive tax preparers to help themclaim
the refundable credits they are entitled to
under the state's tax laws. Exorbitant fees
function to discount the value of these
credits, diverting these tax expenditures

away fromthe famlies they are intended to
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hel p.

This dynamic is one of the reasons
New York junped at the opportunity to
participate in the Direct File pilot program
| ast year. Direct File allows taxpayers to
prepare and file their federal tax returns
for free

New York was one of four states that
partnered with the Internal Revenue Service
| ast year to pilot parallel direct-filing
tools for state tax returns. Although the
pilot was limted in scope and availability,
14,000 New Yorkers used the state filing app
to prepare and submit their state tax returns
for free, saving $260, about -- or $270.

This year, Direct File is bigger and
better. Mre New Yorkers are eligible to use
Direct File to prepare and file relatively
sinple federal and state returns. Direct
Fil e now supports additional types of incone
and additional types of tax credits, and the
income eligibility limts have expanded to
cover single filers with incones up to

$200, 000 and joint filers with incomes up to
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$250, 000.

We | aunched the Tax Departnent's
nobil e-friendly app when the tax filing
season began in | ate January and, to date,

t housands of New Yorkers have used it to file
their state returns -- 83 percent in |ess
than 15 mnutes, and with a 97 percent
satisfaction rate.

In addition to Direct File, New York
participates in the Free File program a
partnership with tax software providers that
allows eligible taxpayers to use tax
preparation software for free. For many
years we've run a conpani on taxpayer
assi st ance program where nenbers of Team Tax
hel p eligible New Yorkers use Free File
software to prepare and e-file their returns,
buil ding skills those taxpayers go on to
share with their famly and friends.

The teamthat built our Direct File
app is part of an army of IT adm nistrators
and I T professionals who are repl atform ng
and noderni zing the core IT systens that

power the Tax Departnent. W are now in
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Year 4 of this five-year project, still
on tinme and on budget, and we're really
starting to see the fruits of their |abor.

We are currently rolling out a new
wage and wit hhol di ng system that enpl oyers
and payroll service providers will use l|ater
this spring to file 600,000 first-quarter
wage and tax w t hhol ding reports covering
14 million enployee records.

This summer we'll be rolling out the
new Real Property System Online, or RPSO
which will replace the outdated software used
by assessors across the state with new,
nodern, cloud-based tools that will allow
assessors to work nore effectively and
efficiently. W've been working closely with
the property tax assessnent conmunity to nake
sure the new tools will neet their needs and
can't wait to see the systemgo |ive.

This year Tax will also be | aunching
Secure Choice, a state-sponsored retirenent
savi ngs program for New Yorkers whose
enpl oyers do not offer other retirenent

savi ngs options. These enployers will be
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required to make Secure Choice avail able for
t heir enpl oyees, allow ng those enpl oyees to
use payroll deduction to save for retirenent.

W expect to begin on-boarding
enployers into a limted pilot this June and,
assumng all goes well, we'll be rolling out
the programto all enployers in the fall

In addition to these signature
projects, Tax is always | ooking for
opportunities to inprove our interactions
with taxpayers. Many taxpayers engage with
us online, including nore than 7 mllion
Online Services System account hol ders. W
handl ed nore than 2.2 mllion calls in 2024,
wi th 431, 000 taxpayers opting to get a
cal | -back instead of hanging on hold. More
t han 62,000 callers were assisted using
interpretation services in 32 different
| anguages, and we're currently working on
changes to our integrated voice response
nMenus SO we can ascertain taxpayers
preferred | anguage earlier in the process.
In these and nmany ot her ways we continue to

strive to inprove the taxpayer experience.
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As | suspect you can tell, I'm
i ncredi bly proud of Team Tax and the work we
are doing at the Tax Departnent. |'mexcited
about the initiatives we are pursuing and
| ook forward to working with you to nove them
forward. |'m happy to take any questi ons.

CHAI RVAN PRETLOW  Assenbl ywonan Jai ne
WIlians.

ASSEMBLYWOVAN W LLI AMS:  Thank you.

So we'll start with questions
regardi ng the Executive proposes to nake
vari ous changes to the income and eligibility
rules for the STAR program including
proposals to require only one resident owner
of the property to be at |east 65 years old
to qualify for the Enhanced STAR, clarify
eligibility rules so only inconme of the
owners who as primary residents reside on the
property is considered; allow certain
property owners who are not required to file
income tax returns to maintain their benefit
wi thout the need to file incone verification
wor ksheet s.

How nmany honeowners are currently
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enrolled in the STAR progran? And what is
the participation split between Basic and
Enhanced STAR?

DTF COW SSI ONER HI LLER: | don't have
t hose nunbers of fhand, but | can certainly
get themto you. And | know that we have
mllions of properties that are receiving
STAR benefits. But | can get you the exact
nunbers.

Most properties are receiving the
Basi ¢ STAR program The Enhanced STAR
benefits are going to | owinconme senior
citizens who are property owners. | think
the incone tax -- conbined income tax cutoff
is 97,000. And we have hundreds of thousands
of Enhanced STAR recipients and mllions of
Basi ¢ STAR recipients across the state.

ASSEMBLYWOVAN W LLI AMS:  Has the
New York State Assessors Associ ation provi ded
any feedback on this proposal?

DTF COW SSI ONER HI LLER: | am not
awar e of any feedback we've received directly
fromthe Assessors Association. | would

expect that they would be generally
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supporti ve.

The -- one of the challenges that we
have in the STAR program particularly with
regard to the Enhanced STAR program is that
the eligibility rules are incredibly conpl ex
and difficult for seniors to navigate.
They're difficult for anyone to navigate.

We have a homeowner benefit portal on
our website in our Online Services System
that fol ks can use, for exanple, to enroll in
STAR direct deposit. And one |ook at that,
at the conplexity of the registration
process, will tell you that the rules around
STAR are very conplex. And they're conpl ex
in ways that | don't think are achieving the
overarching goals of the STAR program

For exanple, we're tal king about the
i ncome -- you know, which owner's incone is
consi dered when determ ning STAR eligibility.
W | ook at the inconme of both the owners who
are resident on the property and the owners
who are not resident on the property and
t heir spouses.

And so, first, if the -- you know, |
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inherited a hone with ny brother, ny brother
lives in Arkansas, |I'mthe one who lived in

t he house and cared for dad, I"'mstill in the
house, but it's not ny incone al one that
matters here. Even though I'mthe one who's
in the house and still living in the house,
we al so need to try and neasure the incone of
the brother in Arkansas and that brother's
spouse.

The Tax Departnent doesn't have the
ability to verify that incone efficiently
because that inconme isn't being reported to
New York. So we're not effectively using
that as a neasure, and | don't think that
nmeasure i s one that speaks to whether or not
t he occupants of that property, that hone,
are able to neet their tax obligations here
i n New York.

So by trying to ease that conplexity,
we think we will allow the Enhanced STAR
benefit to reach the famlies that we want it
to reach, as opposed to havi ng peopl e sort of
default out of the system because it was too

conpl ex to navi gat e.
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ASSEMBLYWOVAN W LLI AMS: Ckay. You' ve
actual |y answered ot her questions that | had,
too, as to the barriers and so forth. And
it's really great that you guys acknow edge

t hat, because sonetines it can be very, very

conf usi ng.
DTF COW SSI ONER HI LLER: | think the
STAR program has beconme very confusing. It

dates back to the '90s, and every coupl e of
years a new situation arises and then we do a
| egislative fix to address that situation
And what we have done is made the program
very conpl ex.

| think it's conplex for every
property owner, and especially conplex for
our seniors. And | think our seniors --
we' re providi ng enhanced benefits because we
understand that our seniors are facing
different challenges in terns of the
affordability of their hones. And that m x
think is just not where we want to go as a
st at e.

This will ease adm nistration for the

Tax Departnent, for assessors, and for
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property owners, and we think that this is
the tine to get it done.

ASSEMBLYWOVAN W LLI AMS:  Ckay. |
think I'll yield ny time. |If there's any
ot her questions, | may cone back.

CHAI RVAN PRETLOW  Ckay.

CHAI RMOVAN KRUEGER: Thank you.

Qur chair, Senator Gounardes, from
Br ookl yn.

SENATOR GOUNARDES: Thank you. Good
nor ni ng, Conm ssioner. How are you?

DTF COW SSI ONER HI LLER:  Good

nor ni ng.

SENATOR GOUNARDES: | want to start
qui ckly with -- 1 have a bunch of things to
cover.

But first, there was a proposal in the
Governor's budget to elimnate the
requi renent that |1 DAs report the val ue of
their sales tax exenptions to DIF. And they
argued that it was redundant, a redundant
reporting mechani sm

Can you comrent on that? Is it

redundant? And do you need that information?
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DTF COMW SSI ONER HI LLER:  Yeah. So
| DAs report certain tax-related information
to the Tax Departnent, but they have nuch
nore robust reporting requirenents to the
Aut horities Budget Ofice, including this
particul ar sal es tax exenption information.

The Tax Departnent is able to get that
information fromthe Authorities Budget
O fice, either directly or through their
online PARIS system And so we have access
to the information, but it is a duplicative
requi renent that requires IDAs to report
separately to us fromtheir overarching ABO
reporting requirenments, and requires us to
process those one-off reportings to us
differently.

W think we can be nore efficient and
it will ease a burden on |IDAs w thout
changi ng in any way how we oversee | DAs.

SENATOR GOUNARDES: Thank you.

And it's hel pful | ooking at the tax
expenditure report that your departnent puts
out. It's easy to see that that exenption,

for exanple, last year was $86 mllion in
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f oregone sales tax revenue. Right?

And so ny initial concern is wthout
the reporting, we lose the finding there and
the publication of that finding. And so even
if we renove this reporting requirenment, wll
you still be able and will you still publish
that value in the Tax Expenditure Report as
you guys have been?

DTF COMWM SSI ONER HI LLER: | think as a
practical matter we're using the ABO
reporting now.

SENATOR GOUNARDES: |'msorry?

DTF COMWM SSI ONER HI LLER: | think as a
practical matter we're using the ABO
reporting now.

SENATOR GOUNARDES: Ckay.

DTF COW SSI ONER HI LLER: W receive
it separately, but we can grab it fromthere
in a one-stop that is easy for us to use. So
we're using that reporting.

We get those reports from | DAs, and we
could I ean back on themif for sonme reason
t he ABO stopped operating. But |I don't see
that day. | think the ABOis performng
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i mportant functions for the state.

And again, for |IDAs, the sales tax
exenption reporting to the ABOis one piece
of a much |l arger set of reporting obligations
that 1DAs have to the ABO. So they're
undertaking that reporting to the ABOin a
di fferent focused way than the one-off
exenptions that they're reporting to the
Tax Depart nment.

SENATOR GOUNARDES: Thank you.

Goi ng back to the Tax Expenditure
Report, which | find illumnating, just a
coupl e of weeks ago | kind of put out a quick
anal ysis | ooking at some of the things that
we exenpt, sone of the things that we forego
in tax revenue, trying to total up sone of
t he | oose change that we | eave on the table.

You know, found quite a bit of
nmoney -- you know, 3 billion-plus. One of
the things that | saw in just the report that
you guys put out this week, you know, we
forego nore than $600 million in sales tax
revenue because we exenpt people who buy gold

bars from paying that tax -- $600-pl us
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mllion, according to your estinmates in the
nost recent fiscal year report.

Do you have a sense of who's buying
t hose gold bars that we're giving that tax
break to?

DTF COW SSI ONER HI LLER: | think --
nmy under st andi ng, although |I've never gone to
see the space, | probably wouldn't be all owed
in, is that there are a couple of
depositories for gold bullion deep
underground in the city. And the ownership
of that gold bullion may change on paper, but
the gold bullion itself does not nove.

And that nakes all those transactions
that are happening here in New York that
could be taxable if we inposed sales tax on
t hem

We are taxing capital gains on the
trading in that gold bullion, so it's not
that there isn't a pathway for taxation
there. But | think the historic rationale
for this exenption, which was put in place
| ong before | was involved with taxes in

New York, is that it would be hard to nove
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that gold, but it would be a one-tinme nove.
And they could relocate that gold to another
state, and then all of the transactions about
the ownership of that gold -- which isn't
itself noving, it's not -- | don't buy it and
take it hone, it just sits there in the sane
pl ace -- that a one-tinme nove of that gold
bull'i on out of New York woul d drop away al

of that potential sales tax revenue that we
think we mght be getting if we renove the
exenption, while further sort of dimnishing
the state's place in the financial services
industry as a locus for that industry in the
United States.

Qur share of that industry is
declining every year as the grow h has
happened -- you know, we're relatively steady
in New York, but the growh in that industry
i s happening el sewhere. And | think the gold
bullion here is an exanple, an artifact of
some of our place in banking and i nvestnment
markets. And if they figure out how to nove
it once, then it's over.

SENATOR GOUNARDES: Thank you.
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Last year there was a proposal to
basically continue a 50 percent -- | believe
it was a 50 percent credit towards charitable
contributions for inconme filers over
$10 million. That's the only -- as |
understand it, the only itemitem zed
deduction that we | et those high-incomne
earners continue to claimeven a piece of.
think the rest of themkind of drop off
around the 450, $500, 000 incone |evel, they
start to drop off at the item zed | evel

Do we have a sense of a breakdown by
i ncome bracket who is claimng that item zed
deducti on?

DTF COW SSI ONER HI LLER:  For
charitabl e contributions?

SENATOR GOUNARDES: For charitable
contri butions.

DTF COM SSI ONER HI LLER: | certainly
don't have that offhand. W mght be able to
get that fromour study files. | can
certainly talk to our data anal ytics folks
and see if we can figure that out. | would

assume that we can identify that on our
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returns.

You know, | think this is -- we don't
have the sane |imtations on deductions as
the federal governnment does. But we have a
particular limtation on these deductions
here in New York. W also have sone ot her
provi sions to make sure, for exanple, that we
don't attribute charitable contributions that
occur in New York to hel p determ ne residency
here in New York. | think that's because we
do have a significant sort of philanthropic
activity in New York, and we want to bal ance
the investnents in, for exanple, our cultural
institutions against the cost to the state of
al | owi ng those deducti ons.

That's a bal ance that certainly the
Tax Departnent doesn't choose. But we can
certainly try to get you information about
t hat .

SENATOR GOUNARDES: Yeah, |'m just
curious about the breakdown.

And simlarly in that sane vein, you
know -- | guess you don't have this

i nformati on handy, but |I'd al so appreciate
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foll owup on the bracket breakdown for filers
who claimthe college credit tuition
deduction -- | nean, item ze that -- as well
as the nortgage interest deduction.

Because it's ny understandi ng that
90 percent of New York filers are not
itemzing, and so | want to just get a sense
of that 10 percent, what is the incone
di stribution of that 10 percent who are
item zing.

And t hese are costly deductions. They
m ght be the right investnents, but | think
we need to know who's getting these
i nvest nents.

DTF COW SSI ONER HI LLER:  Sure. Sure,
absolutely. W can certainly try to get that
i nformation.

Again, | think that that will be a
data anal yti cs exerci se agai nst our study
files.

SENATOR GOUNARDES: And switching in
the |l ast couple of nonents here, there's
obviously a | ot happening at the federal

| evel right now, there's a |ot of churn.
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DTF COW SSI ONER HI LLER:  Yes.

SENATOR GOUNARDES: A lot of churn.
What -- with all the discussions around the
renewal of the TCJA, what are you payi ng nost
attention to, what is the departnent paying
nost attention to with this renewal ? Wat
shoul d we have on our radar as it relates to
the inmpacts on New York's code -- where we've
decoupl ed, where are we still coupl ed,
et cetera?

DTF COW SSI ONER HI LLER: | think
we're | ooking at the non-TCJA provisions that
are at issue nost. | nmean, we're certainly
paying attention to the SALT cap, which has
had devastating inpacts on the state and
state taxpayers.

But for the nost part, we took action
in 2018 to respond to the 2017 tax cuts, and
we're in arelatively okay place with regard
to those tax changes that are set to expire.

And what worries ne are the other
potential tax changes that could cone
together, especially last mnute as final

deal s are bei ng nade, because we don't -- we
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didn't have very nmuch time to respond to the
2017 TCJA tax changes, and that forced us to
make sone very broad-based changes. W
broadly decoupled froma |ot of federal tax
changes because we didn't have tinme to have a
nor e neasured approach to those tax changes
to deci de which ones would work for us and
whi ch ones wouldn't. And then we had to go
back the next year and the year after that to
sort of fine-tune those choices.

And so if we find ourselves again
where tax changes are being nade without a
lead tine for the inpact of those changes, we
may find ourselves jamed with potentially
significant changes to our underlying tax
base because the federal tax base is
changi ng.

So changes to the incone tax base,
changes to the appropriate tax base coul d al
have fl owthrough consequence to New York if
we don't just broadly decouple. And I don't
t hi nk broad decoupling is ever really the
right answer. W -- | think we want to have

enough time to be deliberate in how we
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navi gate t he changi ng | andscape in the
federal tax code.

SENATOR GOUNARDES: Ckay, thank you.
"1l have a couple nore for Round 2. Thank
you.

CHAI RVAN PRETLOW  Assenbl ynenber
Bailey for five mnutes.

ASSEMBLYWOMAN BAI LEY:  Good nor ni ng.
Thank you very much. It is -- | appreciate
you being here. And | just have to say real
quick I was a former county clerk, and
wor king with your team over the years,

t hey' ve been great. So please share that
with them | appreciate that.

DTF COW SSI ONER HI LLER:  Absol utel y.
W have a great team at Tax.

ASSEMBLYWOVAN BAI LEY: My question
initially is going to be around outm gration
and the inplications that that could have
potentially on us.

So the Governor is proposing the
five-year extension on the increased taxes on
the -- for the ultra-mllionaire tax. And

every year we seemto face troubling data on
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t he nunber of individuals who are no | onger
here. You had nmentioned in your testinony
that nearly half of New York's persona
income tax receipts are paid by fewer than
2 percent of our taxpayers.

Since these rates were first enacted
in 2021, what is your office seeing in terns
of the nunmber of filers with inconmes of nore
than $1 million per year?

DTF COW SSI ONER HI LLER:  The nunber
of taxpayers -- we call themincone
mllionaires, or sonetinmes just mllionaires.
But we're tal king about taxpayers who report
amllion dollars in incone, not who have a
mllion dollars in assets. | think that's
very different and an inportant distinction
to make.

We saw a huge uptick in the nunber of
inconme mllionaires in New York in 2021
because it was a huge capital gains year.
That dropped away in 2022. I|I'mtold that in
twenty-twenty -- so we just finished our
anal ysis of Tax Year '23, which are the

returns that were processed in 2024. So it's
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al so inportant to remenber that there is a
bit of alag in that data because we're

| ooking at returns that are retrospective
reporting of tax inconme -- of income and
deductions in behavior.

In -- I"'mtold in Tax Year '23 we had
five nmore income mllionaires than we did the
year before, bringing us to about 86, 000.

And that trend again sort of depends on the
econony in a particular year.

W have a | ot of people who nay go
just above that mllion threshold or just
bel ow that mllion-dollar threshold from one
year to the next, and so we can see
variability. One particular taxpayer m ght
be above and then bel ow and t hen above and
t hen bel ow, depending on their particular tax
situation. And a |ot of our income
mllionaires are receiving a significant
anount of their income through capital gains
and ot her unearned incone sources that vary
with the econony in a different way than wage
i ncone tends to.

So we have a relatively steady nunber.
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W see outmigration of mllionaires. W see
outm gration of New Yorkers, net outmgration
of all New Yorkers at every incone |evel.
There is data on our website, we have

Tax Facts data, we just updated it this week
with the information fromthe Tax Year '23
study file.

And | encourage you to go there and
| ook at that. W have data, we have tabl es,
we have charts, some of themare really
col orful --

ASSEMBLYWOMAN BAI LEY: Thank you very
much. | did look at that, and it appears
that nost fol ks are headi ng down south. It
| ooked Ii ke Florida, Texas.

DTF COMW SSI ONER HI LLER W do -- |
think Florida and Texas are certainly places.
| think we all know peopl e who have made t hat
nove to the Sun Belt for a lot of different
reasons -- sone for econoni c reasons, sone
because the weather's better.

You know, | think one of the things I
found nost startling is that we have net

outm gration. W have people who | eave and
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peopl e who conme in. Florida has people who
| eave and people who conme in. W have nore
peopl e | eave New York than | eave Florida, but
that differential isn't huge. 1It's an
in-mgration problemthat is driving our net
outm gration nunbers.

ASSEMBLYWOVAN BAI LEY: | have one nore
guestion | want to get in, and | have a
m nute and 13 seconds |eft.

DTF COW SSI ONER HI LLER:  Sure.

ASSEMBLYWOMAN BAILEY: So I'mgoing to
shift back to STAR real quick

DTF COW SSI ONER HI LLER: O cour se.

ASSEMBLYWOVAN BAILEY: It is nice to
see that that -- sonme of the conplexity is
com ng down in that.

One question | do have. Wen we're
| ooki ng at that, do we know what that inpact
is going to have on your departnent as far as
being able to determne the eligibility for
t hese individual s now? Because | am assuni ng
we're going to see an increase in who are
going to be eligible for STAR

And what -- will that al so have an
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i mpact on our |ocal assessors?

DTF COW SSI ONER HI LLER: W think it
will reduce the conplexity of incone
eligibility determ nations both for the
Tax Departnent and for | ocal assessors.

The Tax Departnent does incone
eligibility verification for all STAR
beneficiaries, both exenption and credit
reci pients. Assessors assist property owners
in navigating that process. And we al so have
sonme taxpayers who don't file tax returns.

One of the things that we're al so
sinplifying here, for property owners who
don't have a tax filing obligation because
their incones are too |low or their income
sources aren't taxable, they file incone

wor ksheets with us. And we have to do that

process every year. It is a manual process,
it's conplicated. And we -- we're going to
elimnate that. |If you' ve qualified tw ce,

you're going to be done.
CHAI RVAN PRETLOW  Thank you.
ASSEMBLYWOMAN BAI LEY: Thank you very

much.
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CHAl RVAN PRETLOW  Senat or ?

CHAI RMOVAN KRUEGER: Thank you.

Senat or John Li u.

SENATOR LI U.  Thank you, Madam Chair.
And t hank you, Conm ssioner, for com ng
t oday.

How | ong have you been acting
conmi ssi oner? You shoul d be real
conmi ssi oner .

DTF COMWM SSI ONER HI LLER: |’ ve been
acting conmm ssioner for nearly four years.
As | think sone of you know --

SENATOR LIU.  Ckay. |'mnot sure why
the delay. You clearly are qualified for
this. So hopefully the Governor will --

DTF COW SSI ONER HI LLER:  There are
actually sonme retirenment consequences for ne
if I noved into the conm ssioner role. And
as | joke --

SENATOR LIU.  Ch, so you don't want to
be.

DTF COMW SSI ONER HI LLER:  As | joke
often, you want people with good judgnment in

arolelike mne. And | would | ose sone
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significant retirenent benefits if | noved
there, and | just can't get there.

SENATOR LIU: | see. Got it. So
that's your preference, then.

DTF COW SSI ONER HI LLER:  Yes,
absol utely.

SENATOR LIU. | see, all right.

| wanted you to talk about this new
programthat | don't know why | haven't heard
of before, Secure Choice. So is that
sonmething that's going to be rolled out in
Tax Year 20257

DTF COW SSI ONER HI LLER: W expect to
roll it out this year.

The Secure Choice journey has been a
long one. | think the |egislation
aut hori zing Secure Choice was first enacted
in 2018, but it was enacted in a way that
made t he program untenable. The program as
originally enacted was voluntary for
enpl oyers, so enployers woul d have an option
to provide a pathway --

SENATOR LIU.  So this programis

conpul sory.




© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R R
A W N P O O 00 N OO 01 B W N +— O©O

39

DTF COMW SSI ONER HI LLER: It is
compul sory --

SENATOR LI U For?

DTF COW SSI ONER HI LLER:  For
enpl oyers with 10 or nore enpl oyees who do
not offer retirenent options. They aren't
payi ng anything, but they have to make the
program avail abl e to their enpl oyees.

SENATCOR LIU:  And will the state --
nmeani ng your department -- keep track of the
accounts, the contributions fromthe
enpl oyees?

DTF COMW SSI ONER HI LLER W have a
program adm ni strator that we have contracted
with to be the basic adm nistrator of the
program

| f any of you, for exanple, m ght have
participated in the state's deferred
conpensation program that -- if you go to
their website, that website is being operated
by Nationw de, is the program adm ni strator.
It's responsible for the core accounting
under the supervision of a board.

SENATOR LI U.  So the enpl oyees in




© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R R
A W N P O O 00 N OO 01 B W N +— O©O

40

this -- participating in the Secure Choice
program would they also get the tax benefits
such as --

DTF COW SSI ONER HI LLER:  Yes,
absolutely. It's sort of an auto-IRA
program W had to go back and anmend the
original 2018 law in 2021 to require
enpl oyers to make this programan option for
t heir enpl oyees.

SENATOR LIU.  And do they get tax
{unintelligible} just for New York State
income tax or federal income taxes?

DTF COMW SSI ONER HI LLER:  For bot h.

For both state and federal.

SENATOR LIU. | see. That's good.
DTF COW SSIONER HI LLER: It is -- it
is aretirenment -- it's simlar to a 401(k)

or a 457B or other type of retirenent
program

W think it's an inportant
opportunity. It took a little while, again,
to get it off the ground, but we have
contracts in place for a program

adm ni strator and --
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SENATOR LIU.  Well, thank you.
hopefully we get this off the ground.

DTF COW SSI ONER HI LLER:  Yeah
absol utely.

SENATOR LIU.  Just a real quick
response to one of your statenents. You said
we have a net outmigration --

DTF COW SSI ONER HI LLER:  Yes.

SENATOR LIU:  -- of mllionaires.

DTF COMWM SSI ONER HI LLER O
ever ybody.

SENATOR LIU.  Ckay. But would you --
so it's a net mgration --

DTF COW SSI ONER HI LLER:  Yes.

SENATOR LIU:  -- of mllionaires?
Because there are lots of mllionaires noving
to New York al so.

DTF COW SSI ONER HI LLER: W have --

we have a net outmigration in all incone
categories. Except, | think, a couple of
young people -- young people --

SENATOR LI U Thank you.
(Unintelligible overtalk.)
CHAI RVAN PRETLOW  Thank you,
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Madam Acti ng Conmi ssi oner.
Assenbl yman Qti s.
ASSEMBLYMAN OTI1 S:  Thank you,
Comm ssioner. And thank you for your very
t hor ough answers to everybody's questions. |
t hi nk peopl e appreci ate that.

My question relates to a sense of the
state of play in terns of cybersecurity
threats and how t he departnment is working
with other state agencies to continue to
protect us in an evol ving situation.

DTF COMW SSI ONER HI LLER:  New Yor k
State -- the New York State Tax Departnent is
supported by the Ofice of Information
Technol ogy Services. The state has a chi ef
cybersecurity officer, and ITS is responsible
for the core cybersecurity initiatives that
are safeguarding state information, including
state tax data.

W have -- we are subject to rigorous
state and federal data security requirenments
around tax data. And we work closely with
our colleagues at ITS to nake sure that we

are properly safeguarding that data. Those
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requi renents aren't new, but they evolve
every year. And | think our state
cybersecurity efforts continue to evolve as
the threats keep on changi ng.

ASSEMBLYMAN OTIS: That's great. So
you' re confident that we're doing everything
we need to be doing for the nonent.

DTF COW SSI ONER HI LLER: | am - -
think we're doing everything we need to be
doi ng.

| remain always concerned that despite
all of our best cybersecurity efforts, a
carel ess action by an individual could expose
a state system And so we are constantly
trai ni ng enpl oyees at Tax around bei ng
cautious in their handling of other seem ngly
routine things. W train to nake sure that
people don't click on lIinks, because it's
easy to expose a system And at the Tax
Departnment we are incredibly focused on
maki ng sure that our enployees aren't
creating those risks.

ASSEMBLYMAN OT1 S:  Thank you for that

answer, and thank you for the great job
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you' re doi ng.

DTF COMWM SSI ONER HI LLER:  Thank you.

CHAI RVAN PRETLOW  Thank you.

CHAI RMOVAN KRUEGER: Thank you.

Next, Custavo Rivera.

SENATOR RI VERA: Thank you,

Madam Chai r.

Hel | o, Conmi ssi oner.

You were cut off right at the end of
Senator Liu's questions, but | was very
interested in the answer. |[If you can tell us
alittle bit nore about outm gration,
in-mgration, and sone of the folks that are
| eaving, particularly since we hear endlessly
about how tax policies nmake, you know,
weal t hy peopl e run away, when there's many of
us who believe that there's other policies
that we follow that nake it harder for
wor ki ng-cl ass folks to remain in the state.

But tell us about sone of themjust in
strai ght -up nunbers.

DTF COW SSI ONER HI LLER:  So | think
the first and mainly nmain thing I want to do

is | want to refer you to our website.
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On our website we have a tax data
drop-down, and that will bring you to what we
call Tax Facts. And there are a |ot of
charts and tables around tax mgration. One
of ny -- we have a chart that is |ooking at
in-mgration and outmigration rates
hi storically.

Qur rate of net outm gration dropped,
has dropped in the |last couple of years. W
saw it really spike during the pandenic
which |I don't think surprises any of us. But
we are seeing our outmgration rates return
to nore historic pre-pandemc | evels.

We did see a spike in outmgration of
our highest-incone New Yorkers in the year we
i ncreased our tax brackets. And then it
dropped down to -- it started returning nore
towards historic |evels.

I"mnot in that tax bracket, so |I'm
not sure exactly why. But ny assunption is
that the people who were sensitive to those
tax changes |l eft and those who weren't
sensitive to those tax changes are still

here. And so they stopped | eaving. They
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weren't sensitive to that.

We have al so a heat map, | think they
call it, that is looking at -- where you can
see visually, based on shadi ng, where the
hot spots are for outm gration by age and
income level. So we see in-mgration for
young people in sort of those
upper - m ddl e-cl ass brackets, fol ks who are
coming and landing their job in New York
And we see outmigration in nost other age and
i ncome brackets.

But | think that that's a really good
way to get a sense of that. And | really
encourage you to look at sone of those charts
because | think that you'll find that really
i nformati ve about where these changes are.

But again, when | look at the data, it
| ooks to ne |like our rates of outmgration,
whil e significant, have always been true. W
have al ways had outm gration in New York

SENATOR RI VERA: Tell ne, just because
we have so little tine --

DTF COW SSI ONER HI LLER:  Sure.

SENATOR RIVERA: -- it's the -- which
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website again? Just because |'m --

DTF COM SSI ONER HILLER:  So if you go
to tax.ny.gov, there's a tax data and
statistics drop-down. And when you get
there, there is -- one of the first things
you get is Tax Facts.

SENATOR RI VERA: Cot it.

DTF COW SSI ONER HI LLER:  And you' ||
see a ton of charts and graphs and tabl es.
You can view things as charts and as data
tables. Take a look. |It's great.

SENATOR RI VERA: Thank you so mnuch

Thank you, Madam Chair.

CHAI RVAN PRETLOW  Thank you.

Assenbl ynenber M| | er.

ASSEMBLYMAN M LLER  Thank you.

And t hank you, Acting Conm ssioner,
for your testinony.

DTF COM SSI ONER HI LLER:  Thank you.

ASSEMBLYMAN M LLER. My question is on
t he Farm Enpl oyee Overtinme Credit.

DTF COW SSI ONER HI LLER:  Sure.

ASSEMBLYMAN M LLER.  The Farm Enpl oyee

Overtinme Credit was the Governor's sol ution
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to keep New York State farns viable after the
state inplenmented harnful, costly regul ations
on farmovertinme. However, not all New York
State farns are eligible for the credit,
creating a dire econom ¢ hardship for these
farns.

The Senate and the Assenbly
unani nously passed a bill last year to fix
this so all farns would be eligible. The
Governor vetoed the bill and instructed the
Departments of Ag and Markets and Tax and
Finance to work with the Legislature to put a
solution in the budget.

Okay. Conmm ssioner Ball shared with
us that his departnent is working to find a
solution. What is your departnent doing to
find a sol ution?

DTF COW SSI ONER HI LLER: W are al so
working to find a sol ution.

| think it's inmportant to understand
that the legislation that the Legislature
passed | ast year was -- woul d not have
changed eligibility for the Farmwrker

Overtime Credit. There were sonme technica
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issues with that |egislation that neant that
it would not have actually changed anything
about the eligibility for the credit.

And that's because the credit is
framed for taxpayers who earn their living
fromfarm ng, who are farnmers. And so
al though the legislation I think was intended
to capture those farmers who use a separate
entity to manage their | abor costs, those
separate entities aren't farnmers.

And so where the underlying
eligibility test is are you a farmer, that
wasn't being changed in that |egislation.

And so that legislation was not going to
expand eligibility for anyone.

| think that test of "are you a
farmer” is an inportant one. |It's been in
place for a long time in New York across a
range of benefits that are driven to farners.
But it gets a little tricky when we try to
expand that concept to capture other entities
that are providing |abor to a farm
particularly in the context of overtine.

| expect that we will be engaging with
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your teans as part of the budget process when
t he negotiations sort of take off in earnest,
and I'mconfident we'll find a solution.

ASSEMBLYWOVAN M LLER  Ckay. So I'l1|
just answer the question: There is a viable
path noving forward --

DTF COWM SSI ONER HI LLER:  It's a
conplicated one. | think it's going to be a
conplicated one and we're probably going to
have sonme serious conversations about how to
craft a solution that reaches those entities
while ensuring that we're only paying for
farmwrker overtine that -- you know, for
overtime wages that are being triggered by
farm ng.

ASSEMBLYWOVAN M LLER:  So do we fee
that that's sonmething that we can acconplish
even though it's relatively --

DTF COW SSI ONER HI LLER:  Yeah, I'm

confident we can get there. 1 think, you
know, we're leaning in, I'msure Ag & Markets
is leaning in, and | think we'll get there.

ASSEMBLYWOVAN M LLER:  Thank you

Conmi ssi oner.
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CHAl RWOVAN KRUEGER:  Tom O Mar a.

SENATOR O MARA: Thank you

Good nor ni ng.

DTF COW SSI ONER HI LLER:  Good
nor ni ng.

SENATOR O MARA: Thanks for being with
us.

An area that's been a significant
concern of mne in recent years is the |oss
of financial services jobs fromthe state. |
think in the last two years Texas now has
nore financial services jobs than New York
State for the first tinme ever. Very
concer ni ng.

Even nore concerning now is that the
New York Stock Exchange has announced they're
going to open a Dall as exchange.

What are we doing froma tax
perspective to protect the financial industry
that we have in New York State and the | oss
of that to other states? You know, it's
about 20 percent of our total tax receipts in
the state; 84 percent of that is from

personal income taxes. So every job we |ose
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to Texas is a loss of a -- presunably a
hi gh-i ncone earner going.

So what are your thoughts on the | oss
of these jobs and the significant portion of
our total tax revenues that we get fromthis
i ndustry?

DTF COW SSI ONER HI LLER:  One, as |
think I nentioned earlier, we certainly at
Tax are paying attention to changes in the
financi al services industry because it is
such an inportant conmponent of the state's
econony and a significant source of state tax
receipts.

And to be clear, New York remains the
center of the financial services industry in
this country. But we're seeing growh in
that industry in other states instead of in
New York. And | believe --

SENATOR O MARA: Wl |, they have nore
jobs in Texas than New York --

DTF COW SSI ONER HI LLER:  Ri ght, where
t hose jobs are going in other places.

| think there's a conbination of

things. One, we enacted significant
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corporate tax reforms in 2015. W finally
finished the regulatory process for that in
2023. It's been a 20-plus-year journey to
restructure our tax code to align with
federal changes that allowed for financial
service entities to be engaged in activities
that crossed our historic tax types. And so
we conbi ned t hem t oget her.

Bef ore those reforns, we were getting
about half of our tax receipts from conpl ex
corporate taxpayers in the financial services
i ndustry on audit, because it was very
difficult to fit their activities into our
tax structures under the law. And although
in sone cases they are paying nore in taxes,
the certainty around the corporate tax | aw
changes that we nade | think are really
making it possible for those industries to
conply in a nmuch nore orderly and predictable
way, and that that was an incredibly
i nportant step that we took.

SENATOR O MARA: How can you take that
position when we're losing jobs to other

states and Texas has now surpassed New York
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on other jobs? That doesn't add up.

DTF COW SSI ONER HI LLER: | think
there are a couple of different things.

One, | think that we have -- in terns
of our tax policy, we have nade tax
conpliance easier for these entities.

Al t hough they in sone cases are paying nore,
they are paying nore in a predictable way,
and that predictability is itself of val ue.

But there are certainly other aspects
of our state's economy and the econony in
other states that are driving these changes.
Just as we were tal king about people who are
nmoving to other parts of the country for tax
and ot her reasons, including affordability
chal | enges, housing chal l enges and the |i ke,
we are seeing financial services firms nmake a
calculation that it's easier for themto grow
their business in other parts of the country
than to grow t hem here.

SENATOR O MARA:  Well -- and |I'm
runni ng out of time and I thank you for your
answers. And |'ve got one nore area | wanted

to get to.
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But, you know, | think perhaps that
predictability and know ng that they're going
to pay nore taxes in New York is |eading them
to | eave New York because they know they're
going to continue to pay nore.

But one positive area, an area that we
wor ked on the |l ast couple of years, is
reviewi ng the Excel sior Jobs Program And
the report and review of that showed a
positive return on investnent of $5.25 for
every dol |l ar invest ed.

And I'm glad we're continuing that
program extending it, and | think that's
been a very successful program over the
years.

But anot her one that was al so reported
on was the FilmTax Credit. And we get a
31l-cent return on every dollar, yet we're
continuing to waste $700 mllion a year on
t hat i ndustry.

Can you justify why we're continuing
to spend $700 million on a programthat has a
negative rate of return?

DTF COW SSI ONER HI LLER: | think
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you're referring to the Independent Tax
Expendi ture Study that the departnent

conmi ssioned at the direction of the Governor
and Legi sl ature.

| think that report itself took a very
narrow view of the return on investnent from
our tax expenditures, and neasured that
return on investnent only in ternms of the
actual nunber of dollars, state tax dollars
that were generated by the state tax
i nvest ment we nade.

But that report made clear in the
context of the filmcredit and other credits
that there are intangible benefits to these
investnments that are not just metric in terms
of state tax receipts that are generated.

CHAI RVAN PRETLOW  Thank you.

Assenbl yman Ra.

ASSEMBLYMAN RA:  Thank you.

W' ve tal ked about this issue a numnber
of times. You know, we had enacted these
restrictions a few years ago on flavored
e-cigarettes. Cbviously there is a

di chotony, | call it maybe even an
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i nconsi stency in the way we enforce tobacco
and enforce these types of products.

And | know there are a lot of illegal

products out there that come from China;
t hey' re not FDA-approved, so we don't even
know what's in them And | know you're not
one to really offer an opinion necessarily
about what we shoul d be doi ng.

But, | nean, does it nake sense to
maybe consolidate the enforcenent of both of
t hese types of products under Tax & Fi nance?
Because it seens |ike you guys have the
resources and are out there and doing a good
j ob, whereas DOH doesn't necessarily have
that when they're trying to deal with these
types of products.

DTF COM SSI ONER HI LLER:  So thank you
for that question.

The Tax Departnent enforces taxes. W
have specific provisions in our tax |aws that
authorize us to engage in very specific kinds
of crimnal enforcement with regard to
t obacco taxes and with regard to cannabi s

t axes.
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We do have taxes on vapor products,
but there are no enforcenment provisions in
t he Tax Law associated with them beyond
penalties for filing a late return and the
like. W do not have the sane kind of
enforcenment responsibilities or authority
that we do for tobacco and for cannabis under
t he | aw

There certainly are tax issues here.
| f a vapor product is being sold illegally,
it'"s unlikely to be properly taxed too. But
in order to have the Tax Departnent engage in
the kind of civil and crim nal enforcenent
responsibilities, we would have to be
enforcing a regul atory schene around vapor
that doesn't exist in the | aw t oday.

ASSEMBLYMAN RA: Ckay. A totally
di fferent subject.

The pass-through entity tax, | know
busi nesses have been asking for flexibility
on the election date. W have this proposal
in the Executive Budget to extend to
Sept enber 15th. But | have heard sone

concerns about this new provision that the
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el ection could be invalidated for nontinely
paynent .

| s the departnent considering these
concerns? Is the availability of penalties
and interest sufficient rather than, you
know, invalidation?

DTF COW SSI ONER HI LLER: W have
certainly heard those concerns.

| mean, | think that the businesses
that avail thensel ves of PTET have | ong been
seeking to have the el ection noved to
Sept enber from March because it allows them
to have a better sense of whether PTET woul d
hel p them

| think it's always been a cash-fl ow
concern for the state because that first
esti mated paynent comes in March, at the end
of one fiscal year, and noving the el ection
to the end of Septenber noves that paynent
into the next fiscal year. So there's a
spi n-down effect from noving that.

The | anguage in the Executive Budget
is the sane | anguage that we had in 2022 when

the el ection date was noved from March to
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Septenber. And | think the intention there
is to ensure that we don't have significant
di sruptions to our cash flow by noving the
el ecti on date.

|"mcertainly open to finding ways to
wor k t hrough those issues with your staff and
t he busi ness community. | think that's how
we are trying to approach every one of the
busi ness tax proposals that we have and
generally try to do business.

ASSEMBLYMAN RA:  All right, thank you.

And then in Decenber 2023, by
contract, we had the conprehensive report
i ssued on econom c devel opnment tax credits.
| know many of us have expressed concerns,
you know, yesterday to Comm ssioner Kni ght
with regard to a | ot of these prograns.

But | do note that the -- you know, we
requi red, obviously, this report, but even
t he authors kind of comented on the overly
broad scope. So just wondering if you have
any take on whether a reporting requirenent
that we were |looking nore in depth at a

smal | er nunber, rather than trying to be so
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broad in | ooking at all of these prograns at
once, if that would get us better information
as to the effectiveness of the prograns.

DTF COW SSI ONER HI LLER:  You know, |
don't know if it would get better
information. | think the challenge is in
defining the goals for the investnments we're
maki ng and then figuring out how to neasure
whet her those goal s are bei ng achi eved.

And | think, you know, at the end of
the day the Tax Departnment isn't making these
prograns available. And so we can -- |
sonmetimes -- you ask ne about these prograns
and | have to guess at why we're doing them
| think that's where the challenge would |ie.

ASSEMBLYMAN RA: W do sonetines too
have to guess.

Thank you.

CHAI RAMOVAN KRUEGER:  Senat or Shel | ey
Mayer .

SENATOR MAYER: Good nor ni ng,

Comm ssioner. Good to see you.
On the Enhanced STAR changes, do you

have a sense of how nmany additional people
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will be eligible for Enhanced STAR under this
change if it's enacted?

DTF COMWM SSI ONER HI LLER: | think we
estimate the total fiscal for the state at
about $9 mllion in changes. Wich, you
know, about $1100 a famly, is -- you know,
there's sone math there. W could figure
t hat out.

It's -- 1 think the main point here is
that the -- the eligibility constructs that
we're using here are functioning to exclude
people that | think we always intended to
have be eligible for Enhanced STAR And that
conplexity is deterring people fromentering
into the process.

SENATOR MAYER:  Yes.

DTF COMWM SSI ONER HI LLER.  And so we --
it's going to be a very nodest gain. But it
will be a significant sinplification for
fol ks.

SENATOR MAYER: Right. But you don't
have right now the nunber --

DTF COMW SSI ONER HI LLER:  No, but |

could probably do it in ny head.
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SENATOR MAYER: Co-ops will still be
i ncl uded, co-ops and condom ni uns?

DTF COW SSI ONER HI LLER:  Yes. Yeabh,
we' re not changi ng the scope of coverage of
t hese prograns, we're just changing |ike
whi ch incomes we're | ooking at.

SENATCR MAYER:  Yes, under st ood.

DTF COW SSI ONER HI LLER:  Yeah

SENATOR MAYER: \What about the process
of challenging a determ nation of Tax &

Fi nance? Does this require additional staff
on your part? And how | ong does the
department have to make a deci sion on an
appeal ?

DTF COW SSI ONER HI LLER: W handl e
t hose appeal s expeditiously. [It's not going
to take additional staff for us. |If
anyt hi ng, we expect that the nunber of
challenges will |ikely go down.

One of the things that is certainly
frustrating for us is that I think there are
a lot of tax property owners who don't
understand why they were not eligible when it

was an incone disqualification. And we're




© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R R
A W N P O O 00 N OO 01 B W N +— O©O

64

| ooking at their tax return, and you're not
gual i fied, based on that.

So we don't see a ton of reversals of
appeal s of these eligibility determ nations,
because for the nost part they're really
straightforward. W |ooked at your tax
filing, and your tax filing said this, and
therefore you' re not eligible.

SENATOR MAYER: | under st and.

But is there a requirenent in your

proposal as to how quickly you nust

determ ne -- froma consuner point of view
DTF COW SSI ONER HI LLER: | don't
believe so. | don't believe so.
There are -- | think there are a

nmyriad of changes we could nake to start to
sinmplify it, and that could include sone
addi ti onal changes to the STAR programthat
t hi nk woul d nake the protest process nore
strai ght forward.

| think not consistent between the
credit and the exenption, between the basic
exenption and the enhanced exenption, because

t hose | aws have evol ved at different tines.
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And we could also strive to sinplify that.
You m ght see that proposal next year.

SENATCR MAYER: W need
sinplification. |It's extrenely hard for an
i ndi vi dual homeowner to figure out.

DTF COW SSI ONER HI LLER:  It's very
hard, yes.

SENATCR MAYER: So I'minterested in
t hat .

| have one nore question. How ruch
staff does Tax & Finance have?

DTF COMWM SSI ONER HI LLER. W have j ust
under 4,000 right now.

SENATOR MAYER: Ckay, thank you.

CHAI RVAN PRETLOW  Thank you, Senator.

| just have a couple of questions,
Madam Conmmi ssi oner .

The Governor is proposing a
m ddl e-class tax cut for certain taxpayers.
It's a three-part question. First, who is
not eligible for this? | never know who the
certain taxpayers are. So who i s not
eligible for this tax cut?

When will it kick in? And will you be
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adjusting the tax rate tables this year, or
is it next year?

DTF COWM SSI ONER HI LLER:  The proposal
woul d cover taxpayers up through -- | think
it's 323,000 for married filing jointly.

CHAI RVAN PRETLOW Right. Right.

DTF COW SSI ONER HI LLER:  Those t ax
brackets. So the tax brackets above that are
6.85 or 9.3 or 10 point -- 9.65 or 10.3 and
our 10.9 brackets would remai n unchanged.

For taxpayers reporting nore than $323, 000
for joint filers, it's ties about 160 --

CHAI RVAN PRETLOW  Taxpayers under
that, that max, that aren't eligible, who
woul d that be?

DTF COMW SSI ONER HI LLER:  For the tax
credit, those would be those taxpayers --

CHAI RVAN PRETLOW  So everyone t hat
makes | ess than $323,000 is eligible?

DTF COMWM SSI ONER HI LLER  Yes, they
would all -- the proposal is to reduce our
i ncome tax brackets by one basis point this
year and by anot her basis point next year.

The proposal would bring our tax rates to
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the -- to essentially the | owest tax rates
since 1934. W had a zero rate in 1958,
which nakes it a blip. But otherwise we're
goi ng back to 1934 when we inposed the incone
t ax.

The first tax rate change woul d be for
tax year '25, for this year. The second
basi s point change woul d be for next year.
That woul d be recurring relief going forward
fromthere.

CHAI RVAN PRETLOW  Ckay. And the
Governor is also proposing a -- | think we're
calling it an inflation refund that totals
around $3 billion for people earning |ess
t han $300, 000 -- taxpayers filing | ess than
$300, 000.

Wien wi |l those checks be sent out to
t he taxpayers, do you know?

DTF COW SSI ONER HI LLER:  We woul d be
sending themout later this year.

| think the specific timng would have
to fall around our STAR check mailings. W
have sone tim ng obligations under the |aw

around when we deliver STAR credits as
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conpared to their billing cycle, so we would
be sliding these rebate checks in around that
mai | i ng schedul e.

CHAI RVAN PRETLOW  And what recourse
will the taxpayers have if they don't receive
a check by the end of the year?

DTF COW SSI ONER HI LLER:  These
rebates are structurally incone tax credits.
That's how we deliver these kinds of check
progranms historically. And so they would
have all of the recourse that would be
avai l able to them for any personal incone tax
matter.

CHAI RVAN PRETLOW (Ckay. And just a
back of the envel ope cal culation in your
head, if we reduce the max inconme from
300, 000 to 150,000, do you know -- can you
estimate what that nunber would be? | know
there woul d be nore people | ess than than
above, so it wouldn't be half.

DTF COW SSI ONER HI LLER:  Yeah,

nmean, we're -- the programis intended to
deliver -- as proposed would deliver checks
to 8.6 mllion households. It's joint filers
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with incomes up to $300,000 and single filers
with incones up to $150, 000.

| think if we dropped the incone |evel
we woul d see a nargi nal decrease, but not --
it wouldn't drop in half because we have nore
t axpayers in | ower brackets.

CHAIl RVAN PRETLOW Right. Exactly,
yeah.

So it wouldn't be that beneficial --

DTF COMM SSI ONER HI LLER:  You know, if
we dropped it in half we mght drop from
8,000 to -- 8 mllionto 6 mllion, naybe.

CHAI RVAN PRETLOW (Ckay. Pass-through
entities, the Governor is proposing a change
in themfromApril to Septenber filing. How
woul d that affect cash flow?

DTF COW SSI ONER HI LLER:  So | think
that the significant inpact of a changed
el ection deadline from March to Septenber
woul d be a cash-fl ow i npact.

Essentially, a one-year cash-fl ow
spi n-down, because entities that are el ecting
now i n March make a March esti mated paynent

that comes in at the end of the current
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fiscal year. And if that election is noved
to Septenber and their associ ated esti mated
paynents are noved to Septenber, that nakes
t hose paynents fall in the next fiscal year.

So that's a cash-flow inpact, not
an -- and there are sonme financial plan
ram fications for that. But the D vision of
Budget tells ne that we have enough cash on
hand to manage that cash-flow i npact, and
that makes this year a good year to make this
change.

CHAI RVAN PRETLOW  All righty.

Yest erday we heard from people in the
entertai nment industry, and they were
actual ly supporting the Governor's proposal
to amend the tax credit and extension of the
tax credit.

Does the state really benefit from
this progranf? Because sone people said that
we're just giving away noney. Sone people
are saying that it enhances our
respectability in the world. You know, there
are different coments on it.

In your estimation, are we making a
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significant anmount of revenue going toward
the state to make this whol e program
wor t hwhi | e?

DTF COMWM SSI ONER HI LLER: Wl |, one of
the great things about ny job is that that's
not my call.

(Laughter.)

CHAI RVAN PRETLOW |'mgoing to |et

t hat answer stand. Ckay?

DTF COMW SSI ONER HI LLER: | do |ike
novi es.

CHAI RVAN PRETLOW  No, that answer
stands. |'mnot going to pursue that.

As a matter of fact, that was such a
good answer |'mgoing to nove on to
Senat or Krueger.

(Laughter.)

CHAl RAMOVAN KRUEGER: Wl l, it was
factually correct. | can't blame you there.
So the Governor is -- well, let ne

start again. W're all very interested in
tax exenptions, tax credits, how they inpact
the state, whether they are legitinate public

policy or giveaways.
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And there's been frustration that even
for those of us who actually look forward to
your Tax Expenditure Report every year -- |
know t hat Senat or Gounardes and | are fans of
actually reading it. Don't talk about us --
it's very hard to understand how you eval uate
with your -- you know, your letter codes in
t he col ums.

s there a better way to share
information with us about what the findings
are fromeach of these tax credits and
exenptions?

DTF COW SSI ONER HI LLER:  So when
we're reporting -- so fol ks are tal king
about -- we're tal king about the Tax
Expendi ture Report, the nbst recent one was
just posted | ast week, together with the
30-day anendnents

The reliability I evel of our exenption
esti mat es depends on how that information
comes to us and how clearly defined it is
when we get it. W have incredible
reliability with regard to sone, and sone of

it we have to estimate in a slightly
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different way. And we always want to be
transparent about that, so we have sone
obscure coding on the side that hel ps fol ks
understand that reliability.

W' re confident in our estimates, but
we want to make sure fol ks understand that
there are different levels of reliability
based on the different nethodol ogi es we need
to bring to the table to reach those
expendi ture estinates.

That said, again, we're pretty
confident in those expenditures. | think the
| ar ger question underlying your question is
whet her it's worth it.

CHAl RMOVAN KRUEGER:  Ri ght .

DTF COMWM SSI ONER HI LLER:  And agai n,
you know, we can certainly help fol ks
under stand how much we' re spendi ng, but the
goal s for why we're maki ng those expenditures
aren't necessarily in the purview of the
Tax Departnent. And so that requires a
di fferent set of questions to be asked and
information to be identified.

You know, if we had a really clear
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under st andi ng of why we're pursuing a
particul ar program then we could neasure
whet her we're neeting those goals. But |
think for a ot of the expenditures we have,
we've had themin place for decades. | think
we -- in sone cases it's really clear why
we're doing it. W're providing a child tax
credit because we want to support |owincone
famlies with children. Sone of the --

CHAl RMOVAN KRUEGER: Right. |'m going
to cut you off just because | have nore
guesti ons.

DTF COW SSI ONER HI LLER: O cour se.

CHAI RMOVAN KRUEGER: So -- but al ong
that line. So the Governor -- sSo our own
research that we have froma study that we've
al ready referenced was that the Excel sior Tax
Credit is one of our nore successful
progr ans.

But the Governor is expanding it this

year and sort of creating a subprogram which

will have different guidelines of eligibility
and return. | think it will just nuddy the
wat er s.
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Can't we just call it a different nane
and not say "And now Excelsior is this also"?

Doesn't that nake it just harder to eval uate?

DTF COWM SSI ONER HI LLER:  |' m not sure
yet that it will be harder to evaluate or not
because we aren't even there yet. It m ght

be that we can evaluate it as effectively.

| think one of the reasons why the
Excel sior programis as successful as it is,
is because it has a little nore flexibility
within the programto target our tax credit
investments to particular industries. And as
conpared to tax expenditures that, you know,
were made for good reasons 30 years ago and
we just continue to do it, | think we have
the ability in Excelsior to be a little nore
ni nbl e.

And | defer to ny coll eagues at ESD
| f they believe that having this -- the new
investnments in the sem conductor industry be
a programwi thin Excelsior and that that wll
be an effective way to address that, | don't
feel like |I can second-guess that. | think

that this is a programthat they're
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adm ni stering successfully, and | woul d defer
to them

CHAI RAMOVAN KRUEGER: And you al r eady
answered mny col | eague about the changi ng of
the tinelines for the pass-through entity tax
flexibility.

DTF COW SSI ONER HI LLER:  Sure.

CHAI RAMOVAN KRUEGER: But am | hearing
you right, this is really just a way to shift
revenue into the followng year fromthis
year ?

DTF COW SSI ONER HI LLER: | don't
think that we're doing it for the purpose of
shifting revenue. | think that taxpayers who
are availing thensel ves of the pass-through
entity tax, it's hard to know in March
whether it will be a good year or not a good
year for those entities. And so they're
better able to determ ne whether the
pass-through entity tax will be an effective
tool for themas we nove further along in the
tax year.

And so by allowing -- for sone, they

know now that it's going to be a good program
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and they're el ecting now, because then they
can make orderly estimted tax paynents. But
by noving the el ection deadline to Septenber,
we're giving themthe opportunity to have a
better view into their year and know whet her
this is going to work for them

CHAl RWOVAN KRUEGER: Do we think there

will be nore entities filing because of this?
DTF COW SSI ONER HI LLER: | doubt it.
| doubt it.

CHAl RAMOVAN KRUEGER:  Ckay.

DTF COMM SSI ONER HI LLER: | think that
the programis a fairly mature program at
this point.

CHAl RAMOVAN KRUEGER:  Ckay.

DTF COW SSI ONER HI LLER: | think
that, if anything, we will find some -- maybe
fewer filing, because they took a shot in
March and had to guess whether it would work
for themand they were going to be -- it was
going to be off the table if they didn't
elect in. And now, by waiting till Septenber
they m ght not elect in because they have a

better sense that it's not going to be
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effective for them

CHAl RMOVAN KRUECER: Got it. So we
already talked a little bit about the
coupling or decoupling with the feds and who
knows what the feds are going to do. And |
get it, it's hard to know unl ess you know.

We do know that the feds have al ready
announced they're radically reducing the
staff at the IRS, which will | assune
radi cally reduce the nunber of people to both
respond to taxpayer questions and correct
t hi ngs before they go wong. But also it
will reduce audits.

So nmuch of what we end up doing is
pl ayi ng off of what the feds did with our
federal tax returns. What do you think this
is going to do here in New York? Are we
going to see a lower return on taxes because
people think "Ch, I don't have to file taxes
anynore, even, | don't have to follow the
rul es because the feds aren't | ooking?"

O is it going to make nore work for
us to stay on top of everything? Wat's your

gut ?
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DTF COMW SSI ONER HI LLER:  Look, | am
deeply frustrated and di sappoi nted by the
cuts at the IRS. The I RS has been
system cally defunded for decades in order to
essentially prevent tax enforcenent.

And so |'ve always felt really sort of
denoralized by the job that mny coll eagues at
the IRS need to do in order to function.
Their technol ogy is massively outdated, they
were really understaffed. It was very, very
hard to get a phone call answered. |[|'m not
saying that it's easy to get a phone cal
answered at New York Tax, but it was
essentially inpossible to get a phone cal
answered at the IRS.

And so there was an infusion of funds
under the Inflation Reduction Act, and that's
certainly being undone. And I find that
really frustrating.

You know, at New York Tax we engage
with our federal colleagues. W do get
reports of federal audit changes that can
trigger state audit changes. But for the

nost part, although our tax forns are aligned




© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R R
A W N P O O 00 N OO 01 B W N +— O©O

80

with the Federal Tax Code, our adm nistration
of those tax returns is an independent state
function. It is the quintessential state
sovereign function, and we aren't engagi ng
day-to-day with the I RS around that.

| think your question also speaks to |
t hi nk maybe a nore sociol ogi cal chall enge
that we face, which is that there is this
sense that tax conpliance is maybe not
mandat ory.

CHAl RWOVAN KRUEGER:  Correct.

DTF COW SSI ONER HI LLER:  And we have
a systemwhere -- in New York our estinate is
t hat about 96 percent of our tax revenues
across all tax types is being paid, we call
it voluntarily. It's not really voluntarily.
It's being paid by people who understand they
have an obligation to pay taxes under the | aw
and are neeting those obligations wthout
conmpul sion. And that's 96 percent of our
t axes.

And then we spend all of our agency
budget collecting the other 4 percent.

CHAl RWOVAN KRUECER: R ght .
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DTF COW SSI ONER HI LLER:  And there's
a bal ance there. And when you shift that
bal ance, | think that nakes it harder for
everybody. Now we're going to need to devote
nore resources to enforcenent. |If the
receipts that are comng in fromtaxpayers
wi t hout conpul sion drops down from 96 to 94,
that's going to be a significant change in
our allocation of resources to try to nake up
for that revenue drop.

CHAl RWOVAN KRUECER:  And t he federal
data is that the return on auditing wealthier
Anericans at the federal level is a 12-to-1
of what you spend versus what you get, and it
al so changes behavi or.

And it's clear to nme that the feds are
going to stop doing audits on higher-incone
filers. And | think personally that it's
going to translate very problematically to us
here in New York, and we're going to have to
need to focus nore on, just |like you said,

t he changi ng of the behavioral expectations
that no one's | ooking.

DTF COW SSI ONER HI LLER:  Absol utely.
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| think there's a very real --
CHAl RMOVAN KRUEGER: | only have
30 seconds left. | just have to -- sorry.
ITIN filers, people who don't have
Soci al Security nunbers, do you know how many

we have and how rmuch revenue we bring in?

DTF COMWM SSI ONER HI LLER: | don't know
how many we have. | can certainly get you
t hat .

CHAI RMOVAN KRUEGER: Thank you.

DTF COMW SSI ONER HI LLER. W do take
in --

CHAI RAMOVAN KRUEGER: Appreciate it.

DTF COM SSI ONER HI LLER:  -- returns
fromITIN filers.

CHAl RAMOVAN KRUEGER: And finally, in
15 seconds, so Elon Musk has all our tax
information. How nuch do we care? | thought
we were always very protective of everybody's
tax information.

DTF COW SSI ONER HI LLER: W are
incredibly --

CHAI RAMOVAN KRUEGER: Now ever ybody

wi Il have that.
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DTF COW SSI ONER HI LLER: - -
Protective of tax information here in
New York. For the nost part the information
we have in New York is simlar -- essentially
the same information that the federa
government has under -- from federal tax
returns.

CHAIl RAMOVAN KRUEGER: And now a private
conmpany who can sell whatever they want.

DTF COMWM SSI ONER HI LLER: | -- there
are federal |aws that safeguard that
information. ['mgoing to guess that they're
not going to be rigorously enforced in the
near term

(Overtal k.)

CHAl RWOVAN KRUECER: | have to cut
nmyself off. We'll actually remenber |iving
in awrld where federal |aw mattered,
apparently that's --

(Overtal k.)

CHAl RVAN PRETLOW  Senator --

CHAI RMOVAN KRUEGER: Thank you.

CHAI RVAN PRETLOW -- you do get an

extra three mnutes. Wich |'mgoing to use
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right now, nmy three mnutes, just for one
gui ck question having to do -- it's a
foll owup to Senator Krueger's questions.

And that's that if a taxpayer files
their New York State inconme taxes late and is
due a refund, the Tax Departnent does not
give themthat refund. Wiy is that? How
| ong has this been going on? And is it fair?

DTF COW SSI ONER HI LLER:  If a
taxpayer is entitled to a refund and --

CHAl RVMAN PRETLOW Right. If I file
nmy 2020 taxes today and |I'm due a refund,
everything is proper on the form but the
i ndi vi dual does not -- the Tax Depart nent
wi t hhol ds the refund.

DTF COW SSI ONER HI LLER: So we -- if
you're due a refund, we'll pay you that
refund unl ess you have outstanding debts to
the state or federal governnment, in which
case we will offset that refund to pay those
ot her debts.

CHAI RVAN PRETLOW Wl |, that's not
the case, they just don't -- I'll contact you

offline with --
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DTF COMWM SSI ONER HI LLER: | woul d be
happy to address because we are in the
busi ness of delivering refunds. W deliver
mllions of refunds every year, nost within
30 days or less. W pay interest if we don't
pay refunds on tine.

And if there's a particul ar taxpayer
who's due a refund and hasn't received it, we
woul d be happy to | ook at that.

CHAI RVAN PRETLOW  Thank you.

Senat or ?

CHAI RMOVAN KRUEGER:  Yes, Senat or
Gounardes for a second round of
t hree m nutes.

SENATOR GOUNARDES: Thank you. | have
just two questions and a qui ck conment.

Great to hear about all the progress
on Direct File. | know we tal ked about that
alittle bit last year. |It's very exciting
to see that --

DTF COW SSI ONER HI LLER:  It's very
exci ting.

SENATOR GOUNARDES: -- that progress.

As it relates to the Governor's
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proposal for the inflation refund checks,
right, it's been franed as sales tax is
boom ng because inflation is up and we're
going to give you back that noney.

Have we seen an actual appreciable
change in sales tax collections?

DTF COW SSI ONER HI LLER: W actual ly
have seen a change in sales tax coll ections.
| believe that the Division of Budget
calculated the nut for the inflation tax
rebate at $3 billion because that was the
growh in sales tax revenues over the assuned
inflation rate that they had expected. And
that that's what created that nut.

But that's not a recurring nut.
That's -- you know, we've seen that. As
we' ve seen changes in the econony, we're
seei ng changes in consunption. And so we
don't have certainty that we're going to see
that revenue in outyears, which | think is
why the Governor is proposing to deliver that
particul ar bucket of funds in a one-tine
relief as opposed to recurring relief.

SENATOR GOUNARDES: Got it. Thank
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you.

And then on the Secure Choice program
al so excited to see this finally com ng off
the ground, a little bit delayed but -- you
nmentioned that there will be a start with a
limted programthis June, hopefully.

DTF COW SSI ONER HI LLER:  Yup.

SENATOR GOUNARDES: Last year the
Governor signed -- | think it was | ast year;
maybe two years ago now -- expandi ng that
programeligibility to i ndependent workers,
wor kers who don't have an enpl oyer.

What's the plan for the rollout for
freel ancers, who are now eligible to invest
in that progranf

DTF COMW SSI ONER HI LLER:  So t he
| egi sl ation that was enacted | ast year or the
year before authorized the Secure Choice
Board, which is conprised of Governor's and
| egi sl ati ve appoi ntees, to expand the program
to freelancers under their authority when we
get there.

W're rolling it out in the first

i nstance to enpl oyers because that's where
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there's conplexity around setting up portals
for enployers to transmt the funds that are
bei ng deducted from enpl oyee paychecks and
the like. There's just sonme adm nistrative
conplexity to how that will work.

And our program adm nistrator will be
buil ding out the interfaces for the
managenent of the funds and the like. Once
that's in place, | expect the Secure Choice
Board will expand it to freel ancers.

It's a slightly different
i npl enent ati on because freel ancers aren't
paid on a regular schedule. They will be
making -- they'Il be coming in to make a
deposit when they're able to nake a deposit,
and not having just an autonmatic payroll
deduction flowng into their account. So
it'"s going to be a slightly different
i mpl enentation, which is why it's being
phased to cone after the initial rollout.

SENATOR GOUNARDES: So the rough
timeline -- in the |ast eight seconds, rough
timeline for the freel ance piece?

DTF COW SSI ONER HI LLER:  So we expect
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toroll this out to enployers in the fall;
we're going to start with limted

enpl oyees -- limted enployers. And then
hopefully the foll owi ng year.

SENATOR GOUNARDES: Thank you.

CHAI RMOVAN KRUEGER: Thank you.

Assenbl y?

CHAl RVAN PRETLOW We're done.

CHAI RMOVAN KRUEGER: Then 1' m t aki ng
nmy next three m nutes, thank you.

DTF COW SSI ONER HI LLER:  Ckay.

CHAI RMOVAN KRUEGER: | just never run
out of tax questions.

DTF COWM SSI ONER HI LLER: Al ways here.

CHAIl RMOVAN KRUECER: So | don't think
this affects the state, but | wanted to ask
your opi ni on.

So sone of us are exploring how you
deal with the property tax debt on peopl e al
over the state who are cash poor but rea
estate rich because the value of their house
went up so nuch over the years -- and they
of ten have now gone into actually fixed

i ncomes and have | ower cash than they ever
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had before -- and di scussions of allow ng
towns to do liens that upon sale or transfer
of deed, probably in sone cases at the death
of the older people living in the house,
that's when the noney cones to the towns.

So it would delay their receiving the
property taxes they owe, but sone people
think it could actually stabilize people
being able to stay in their hones.

Is there a state reason to be
concer ned about this?

DTF COW SSI ONER HI LLER: | think
that -- | think that that would be
chal l enging. That m ght be feasible in sone
comunities and could be really chall enging
in other comunities.

New York has sone of the highest
property tax burdens in the country, but
about two-thirds of the taxes that we pay are
school taxes. And so if you're proposing to
have school districts delay collection of a
core source of revenue for them that could
have cascading inpacts that | don't feel in a

position to predict. | can foresee them but
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| don't know what they would | ook Iike.

| think that -- you know, if instead
we were saying that a county would nake a
school district whole for the m ssing taxes
and then be the holder of those liens, we
al so have significant challenges in county
finances that, again, are primarily supported
by property taxes, although counties also
have sal es tax and other tax revenue that are
hel ping to support their operations.

But | think we're comng into a tine
when we coul d see significant fisca
chal | enges for counties because they are our
partners in delivering a wi de range of soci al
services that are primarily federally funded.
And if we see reductions there, we may see
addi tional financial challenges at the | ocal
| evel .

So | would be really cautious about
that. | certainly can't inmgi ne advanci ng
sonmething in that real mw thout having it be
at | ocal option.

CHAI RAMOVAN KRUEGER: | woul d agr ee,

| ocal option.




© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R R
A W N P O O 00 N OO 01 B W N +— O©O

92

DTF COMW SSI ONER HI LLER:  But | think
that that becomes conplicated because
especially -- in many parts of the state the
rel ati onshi p between school districts and
counties is not always great. And | think
the school districts are the places where
this would hit nost profoundly absent sone
real thoughtful and careful bal ancing of
where those inpacts are going to lie.

CHAI RMOVAN KRUEGER: Thank you.

Thank you.

CHAI RVAN PRETLOW  Thank you.

And this concludes this section of our
heari ng. Comm ssioner, | want to thank you
for your participation.

DTF COW SSI ONER HI LLER:  Absol utel y.

CHAI RVAN PRETLOW And |I"'mcalling up
now Panel A: The Fiscal Policy Institute;
Strong Econony for Al Coalition; and
New Yor kers for Fiscal Fairness.

Gent | emren, good nor ni ng.

CHAI RMOVAN KRUEGER: Good nor ni ng.

CHAI RVAN PRETLOW  Just for the sake

of the people in the audiovisual booth, could
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you just state your nanes quickly so they'll
know whi ch names to put up on the screen?
And t hen when we start your testinony, we'll
start frommy right, your left, and work that
way.

MR GUSDORF: |'m Nat han Gusdorf. |I'm
t he executive director of the Fiscal Policy
| nstitute.

You couldn't hear nme? [|'m Nat han
Qusdorf, executive director of the
Fiscal Policy Institute.

MR. KHAN:. Charl es Khan, the deputy
director of the Strong Econony for Al
Coal i ti on.

MR DEUTSCH. Ron Deutsch, director,
New Yor kers for Fiscal Fairness.

CHAI RVAN PRETLOW  Thank you.

You each have three m nutes.

MR. GUSDORF: Al right, I want to
speak to a lot of itens in the
Executive Budget, so |I'mgoing to nove
qui ckly through a Iist of itens here.

First of all, in terns of the

Executi ve Budget proposals, FPlI is strongly
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of the view that there should not be an
incone tax cut at a tinme of substantial
federal funding risks. It doesn't nake sense
to inpose a permanent billion-dollar revenue

| oss. There's never going to be political

will to raise the tax rates on those incomne
br acket s.

Most of that tax cut, as well, goes to
upper income groups -- not the rich, but

about 65 percent, by our cal cul ation, goes to
househol ds nmaki ng over $150,000. So we don't
think that's really a rational use of the
state's resources.

Second point, the corporate tax is set
to expire, the current top rate is set to
expire in 2026. That's anot her
billion-dollar revenue |oss, beginning within
the outyears of this financial plan. That's
$2 billion in combined revenue | osses at a
ti me when the Legi sl ature has been tasked
with comng up with about $2 billion for the
MIA. That math doesn't nake sense.

The inflation refund is also not a

wi se use of the state's resources. That's
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about the whole surplus for this fiscal year
spread over 93 percent of taxpayers. The
checks that people receive are not really on
the scale of cost increases fromrecent
inflation. And the noney could be put to
better uses like investing in affordable
housi ng, payi ng down the Unenpl oynent

| nsurance Trust debt, or just saving it
because of the likely need to bridge funding
gaps fromfederal cuts in the near term

Second, in terns of MIA funding, to
t he extent that new sources of revenue are
sought, we would point to two things: One,
reduci ng the rebate of the pass-through
entity tax. It doesn't need to be at a
100- percent rebate for that tax to work.

And second, targeting nultinational
profit shifting, in particular by follow ng
the federal taxation of global and tangible
| owt axed i ncone.

Moving on to the discussion of
outmgration in ny last mnute, FPI has done
consi stent research over the past few years

showing that this is largely a myth
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The top 1 percent of earners nove at
about one-fourth of the rate of all other
househol ds. Evi dence shows that they don't
really nove in response to tax increases.

The last tax increase canme up in the
acting conmm ssioner's testinony -- but that
was during COVID, and the 2021 outm gration
rate cane down conpared to 2022. | think
it's hard to say that that was about taxes.

Finally, the other big concern around
top earners and progressive tax increases is
this fairness question, or the
di sproportionality question. So I'll just
poi nt out that we have about 1.5 percent of
t axpayers who are mllionaire taxpayers.
They earn about a third of all of the incone
earned in the state, and they pay about
45 percent of all tax liability. That's
basically proportional and reflects a nodest
degree of progressivity in the incone tax,
but it's not prohibitive of further
progressivity.

MR. KHAN. So thank you. Good

norning. | want to spend actually nost of ny
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time tal king about sone of the federal risks
that Nathan alluded to. | think right now
we' ve all maybe been wat ching the news too
much if we've been seeing that a budget
reconciliation package is quickly noving

t hrough Congress with the goal of being
passed in the next 30 days.

And unfortunately New York has been
named specifically in some of these
docunents, and in our current fiscal
situation we are not well-prepared to respond
to this bill.

And just to tal k about the scal e of
how New Yorkers could be inpacted in sonme of
the things that they've been proposing, the
bi ggest pieces are the cuts of at |east
$880 billion to Medicaid. Seven mllion
New Yorkers rely on Medicaid. These are
about 45 percent of children in New York
recei ve heal thcare because of Medicaid. CQur
grandnmas and grandpas and el derly get
heal t hcare t hrough Medi cai d.

And that's just -- it's an enornous,

enormous nunber. The cuts that they've
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proposed could easily blowa 5 or $10 billion
hole in the New York State budget.

In addition to heal thcare cuts and
Medi caid cuts, there's also 3 mllion
New Yorkers that rely on SNAP for food
assi stance that are facing cuts. Thousands
of New Yorkers that are on Head Start for
childcare, they're facing cuts. A mllion
New Yorkers that are receiving renta
assi stance because of this aid fromthe
f ederal governnment.

Al of this is on the chopping bl ock.
Al of this is included in the budget
reconciliation package and the nenus that
t hey have been putting forth.

And again, | will say that we're not
wel | - prepared, and governnent takes sone tine
to act, and | want to inplore all of us that
we need to act in sone way this year in order
to be prepared for those cuts.

By the tine the cuts happen, it wll
be too late to stop mllions of people from
bei ng harned. Even if we raise the revenue

next year, mllions of people already wll
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have seen benefit cuts. And because we're
tal ki ng about healthcare, we're talking about
life or death decisions that mllions of
New Yorkers will be facing.

It's not a wait-and-see scenario the
way typical federal budgets have been. 1'd
al so point to -- Elon Musk has been nentioned
a couple of tines. Some of these funding
cuts are not com ng through budgetary
processes, they're com ng through alternative
processes that are happening overnight. And
New York's typical reliance on the federa
government for some of this funding is no
| onger a viable option to provide services
that mllions of New Yorkers are dependi ng on
to make ends neet.

There's a nunber of ways in which we
could start to prepare for this, right? 1In

t he Taxes hearing, as Nathan said, as Ron

will probably say, there's a |lot of revenue
options. W have record mllionaires, record
billionaires in New York State.

MR. DEUTSCH. Al right. M nane is

Ron Deut sch, New Yorkers for Fiscal Fairness.
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Thank you all for the opportunity to be with
you here today.

| want to highlight what we call our
Share Qur Wealth proposals that we are
pushing for in terns of higher marginal tax
rates on the superrich. | think one thing
that brings us together and unites many
across the political spectrumis this notion
that the wealthy are not paying their fair
share and that the superrich certainly are
not paying their fair share in taxes and can
do nore to hel p us.

So a nunber of different proposals are
bei ng advanced right now One is on the
incone tax rates, and we woul d increase
mar gi nal tax rates for those naking over
5 mllion and those making over 25 mllion,
the two top brackets, by half a percent each.
That woul d generate nearly a billion dollars
in revenue.

And al so on the corporate tax we'd be
| ooking to increase the rates fromthe
current 7.25 for businesses with incomes over

$5 mllion to 9 percent, which brings us in
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line with states |ike Pennsyl vani a,

New Jersey, California, and other surrounding
states. This would raise about $2 billion a
year.

The corporate tax increase that was
put in place in 2024 is set to expire in '26
and we need to nake sure that that does not
happen at a tine when we are needi ng revenue.

W would also like to see these
changes made pernanent and to not have us
continually cone back and fight for these
changes. Senator Gounardes has introduced a
bill -- two bills, actually, S4437 and S3943,
and Assenbl ynenber Sol ages has introduced a
same-as in the Assenbly.

Supporting this legislation are a
nunber of unions, faith groups and comunity
groups, not the least of which is NYSUT, New
York State AFL-CI O 1199, AFSCME, CWA, NYSNA,
UUP, PSC, DC37, FPWA, Human Services Council,
the New York State Council of Churches, and
many ot hers.

These proposals may sound famliar to

you because they are not new. As a matter of
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fact, they were taken from your one-house
budgets |l ast year. So there seens to be
broad agreenent anong the majorities in both
houses that this is indeed a good pl an.

It only inpacts the top quarter of
1 percent of taxpayers in New York --

26,500 taxpayers. So the folks who woul d be
i npacted by this are not going to pick up

st akes and nove away, but the revenue
generated would go a |long way to keeping the
fol ks who are struggling in New York here.

CHAI RVAN PRETLOW  To questi on,
Assenbl yman Ra.

ASSEMBLYMAN RA: Thank you.

For FPI, you nentioned about -- saying
that the pass-through entities shouldn't be a
100 percent rebate. Do you have a nunber in
m nd?

MR GUSDORF: Yes, thanks for the
guestion. So | take it you're famliar with
the tax and notivation for creating the tax.

A 90 percent rebate or an 85 percent
rebate would basically match us to what

Massachusetts and Connecticut do. And the
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revenue cal culation, that is very easy
because we know what PTET revenues are, SO
that gets you about a billion and a half
dol lars a year.

And one thing I'd add to that, if you
don't mnd, is even though it's likely that
there will be a change in SALT deductibility
under the federal rules, it's very unlikely
that we'll go back to unlimted SALT
deductibility. And even a $20, 000 or
$30, 000 change at the federal |evel has no
effect on the incentive of that top taxpayer
class to elect to pay the PTET.

ASSEMBLYMAN RA: Thank you.

So generally I think, you know, we're
going to agree to disagree on a |lot of things
when it comes to our tax policy, but | do
al ways appreci ate your testinony.

But in particular, you know, that
corporate rate -- New York was a massive
outlier nationw de in taking that action
post - pandem c. There was really no other
state -- every other state was cutting these

tax rates, and New York raised it. You know,
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we're a year out fromthat expiration, and as
you know -- and perhaps you di sagree -- but,
you know, our business comunity is
struggling with the cost of operating

busi nesses in this state.

We have many netrics that consistently
rank us near the bottom And regardl ess of
what's coming at the federal level, | think
our conpetitiveness as a state i s sonething
that we always have to keep in mnd to bring
i n businesses. Because at the end of the
day, that's how we grow our revenues and
that's how we have the assets to invest in so
many of the things that are in this budget
that 1'mvery supportive of -- childcare, you
know, all those types of things.

MR. GUSDORF: Yeah, thank you. 1 also
enj oy our exchanges at these hearings.

A few inportant points about the
corporate tax. The rate that we had in place
prior to that increase was a historically | ow
rate for New York State and actually a very
low rate by state-to-state conparisons. W

were at 6.5 percent; it had been decreased
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just a few years before. And there are
actually many states that have a rate in the
8 to 10 percent range. So it's still not a
super-high corporate tax rate by state
compari sons.

Second, nost busi nesses these days are
not organi zed as corporations. The nost
recent analysis done on federal data, which
was about 10 years ago, suggests that about
95 percent of businesses are pass-throughs.

So then you have a pretty snmall set of
corporations --

ASSEMBLYMAN RA:  |'mgoing to run out
of time. But again, as you nentioned the tax
cut, renmenber, lots of snmall businesses are
filing under those provisions and --

CHAI RVAN PRETLOW  You have run out of
time, Assenbl ynman.

Senat or ?

CHAI RMOVAN KRUEGER:  Senat or
Gounar des.

SENATOR GOUNARDES: Thank you very
much.

| have the sane question for all three
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of you. You know, there's -- we always talk
about revenue raising, increasing tax rates.
Everyone has a back-and-forth and that's an
i mportant part of the conversation. But |
think there's also a conversation to be had
about finding the change within the cushions,
right, and where are we | eaki ng noney, where
are we ot herwi se spendi ng noney on tax
breaks, exenptions, deductions, et cetera,
that m ght not be the best investnent.
Sol'dlike to ask all three of you:
In your estimation, what is the nost
egregi ous tax giveaway in our current tax
code that we should be |ooking at as a way to
recl ai m some revenue to help us fund a | ot of

the things that many of us up here care

about ?

MR DEUTSCH. | nean -- | would start.
| nmean, |'ve read the report that you so ably
put together. | think, you know, when you

| ook at things like tax breaks for yachts,
tax breaks for gold bullion, tax breaks for
private jets, those are certainly things --

tax breaks for no sales tax on the purchase
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of thoroughbred horses -- all of these things
are just absolutely ridiculous and | think
shoul d be taken away.

But the reality is that they're not
goi ng to generate probably enough revenue to
make a huge difference as to what's coni ng
down the pike right now, so | think that's
part of the solution, to be examning all of
t hose ridicul ous tax breaks that we're
provi di ng, especially to the uber-wealthy,
and reverse that trend.

MR KHAN. [|'d say sonmething simlar.
| would definitely say econom c devel opnent.
| think the nmetrics that we use to track
econoni ¢ devel opnent are opaque and they are
hard to quantify and different progranms use
themdifferently.

And so | do think that that program
there's quite a bit of waste there, but would
also say | think it's part of the solution
And even that noney, if we conpletely fix
that program wouldn't generate the type of
resources we'll need to, you know, fix the

Medi cai d gap.
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MR. GUSDORF: So, yeah, | would nmake a
few addi tional specific coments.

First of all, I do think that the sort
of statew de system of econom c devel opnent
authorities that are allowed to reduce
property taxes and other sorts of |ocal taxes
is not an efficient formof tax policy from
any perspective, including froma very
fiscally conservative perspective.

It would be preferable to broaden the
base and have |ower rates for all businesses
than to do selective tax breaks that end up
bei ng very costly.

The second thing, which is the sort of
annoying truth of the tax-breaks cal cul ation
is nost of the big ones are things that sound
good to people, |ike the hone nortgage
i nterest deduction and the charitable
deduction. The ones that sound really bad
normally are a very small anount of noney.

So there's a good strategy there,

t hough, which is you reduce the value of the
deduction for very-high-inconme taxpayers

because they get nost of the benefit of a |ot
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of these deductions. And so if you took that
approach, you could conme up with sonme serious
noney.

SENATOR GOUNARDES: Thank you.

CHAI RVAN PRETLOW  Assenbl ynenber
Bai | ey.

ASSEMBLYWOVAN BAI LEY:  Good nor ni ng.
Thank you very much

My question is going to be for Nathan.
And it's in and around the Governor's
proposed inflation rebate checks. W know
that, you know, 500 for couples who are
married and filing jointly, with an incone
| ess than 300,000, and then 300 for
individuals with an inconme of |ess than
150,000. So -- and that's based on the
t axpayers 2023. And that's using sonme of the
surplus -- or the revenue that we have.

So sone critics, you know, argue that
the one-tine paynments are gi mm cky and
instead it should be used for sonething el se.
Where -- where do you see that the best use
for that could potentially be?

MR, GUSDORF: So I'lIl go through three
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things. The nost quotidian one is this is
not a bad time for the state to be saving
noney. | mean, we think that it's a
reasonabl e use of reserves to bridge the
federal funding gaps that we expect to see
very soon

So we're not opposed to spendi ng down
t hose reserves, but that's -- this is a good
nonment to be hol di ng onto cash.

There are two other things that we
think are really good policy options. One,
t he Executive Budget includes a proposal for
a revolving lending facility to finance
m xed-i ncome housing. W think that's a good
idea. But there's only $50 m|lion proposed
to go into the fund. |If you put billions of
dollars into that, it starts to nake a nore
nmeani ngf ul di fference in housing production,
which is necessary to | ower the cost of
housi ng.

The other thing that is a
multi-billion-dollar issue is the state's
Unenpl oynment | nsurance Trust Fund debt to the

federal government. Now, this will be paid
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of f by businesses over the next few years.
Paying it off is necessary to inprove the
benefits payout, and the state al so needs to
rai se the tax base for the Unenpl oynent

| nsurance system because it sinply doesn't
put enough noney into the program

We're already seeing laid off federal
workers, we're likely to see economc
vol atility under this presidential
adm nistration's economc policies. And so
we think it is very inportant that the state
get its U systeminto proper functioning
node as qui ckly as possi bl e.

That may nmean that sone of the benefit
can flow to businesses, but it would have to
be part of a deal that is paired with
appropriate increases to the benefit |evel
and to the overall tax rolls so that
prospectively we don't continue to end up in
the situation that the state has faced tine
and time again where it just is not able to
adequately finance its Unenpl oynment |nsurance
syst em

ASSEMBLYWOVAN BAI LEY: Ckay. And
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was just going off of the executive sumary
fromyour organi zation and, you know, it
i ndi cates the one, you know, putting it into
the state's Unenpl oynent |nsurance debt from
the federal government. And obviously that's
com ng out of COVID where we saw that |arge
i ncrease.

So, you know, we will see -- you know,
| don't disagree with that fromthat
st andpoi nt. Thank you.

CHAI RMOVAN KRUEGER: Thank you.

Senat or Ri vera.

SENATOR RI VERA: Thank you,
Madam Chai r.

So we've talked for a while,
gentl emen, about the cuts that are definitely
coming fromthe federal governnent, so it
is -- and nost of the conversation we have
today i s about revenue-generating ideas. And
| want to tal k about one -- | wanted to give
you an opportunity to tal k about one rel ated
to capital gains.

And consi dering that since we have a

ot of wealthy folks in the State of New York
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and a lot of wealthy fol ks who are probably
going to get all sorts of tax breaks fromthe
federal governnment, could you talk a little
bit about capital gains, about population in
the State of New York, what would that nean
as it relates to revenue for the state?

Anybody can take it.

MR GUSDORF: So we've done estinates
on it. You know, a quick overview.

The first thing is a very substanti al
federal tax benefit for capital gains, right?
The top federal inconme tax rate is
37 percent. That's actually -- you know, it
used to be 39.6 percent until Trunp cut it.
The top capital gains rate is 20 percent,
setting aside an Cbamacare tax. But there's
still a very substantial federal tax benefit
for investment incone.

So in equity terns --

SENATOR RI VERA: This is already.
Thi s al ready exists.

MR GUSDORF: Yeah, this has been
going on for a hundred years.

SENATCR RI VERA:  Cot cha.
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MR. GUSDORF: So there's a very strong
fairness argunment for higher taxes on
i nvestment inconme. Sonetines that scares
peopl e because they say, Wll, working people
have 401(k)s; you know, what about ny stock
portfolio? The unsurprising reality is about
80 percent of all capital gains in New York
State -- this is New York tax data, this
isn't like national data -- 80 percent of
capital gains in New York State go to people
maki ng over a mllion dollars a year. R ght?
It's overwhel m ngly earned by the very rich.

And interestingly, the rich taxpayers
nostly earn their incone frominvestnment
i ncome and from busi ness ownership. They
earn a small anount of the wage incone earned
in New York. So that's the concentration of
capi tal gains.

You could -- | believe there are
proposals in the Legislature to do a ful
of fset of the federal benefit. That's like a
$15 billion a year revenue proposal.

But even at a |ow rate, because of the

hi gh amount of investnent inconme earned, you
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can get into the $1 billion to $4 billion a
year revenue estinate range based on, say, a
2 to 3 percent surtax on investnent incone
for the top inconme brackets.

SENATOR RI VERA: Go ahead.

MR KHAN: | would, | think, add that
sort of the way that incone and weal th has
been accunul ated in New York State is
probably the best math to show that the gap
bet ween capital gains and inconme tax rate is
just accunul ating at the top.

Since 2017, where we saw cuts to sort
of both of those cuts to a lot of different
rates for wealthy individuals, we saw a
74 increase in the wealth of billionaires in
New York State. Right? So they have
74 percent nore noney in 2025 than they did
in 2017.

SENATOR RIVERA: And with only five
seconds, | say let's go get it.

MR KHAN: Yes.

SENATOR RI VERA: Let's go get it.

MR KHAN: W have a record nunber of

billionaires, and so that's where the
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resources are.

SENATOR RI VERA: Thank you.

CHAI RVAN PRETLOW  Assenbl ynenber
Mankt el ow.

ASSEMBLYMAN MANKTELOW  Thank you.

Nat han, back to a question for you
Let's go back to the unenpl oynent insurance.

Back when COVID hit, a lot of our
busi nesses were asked to close, lay their
peopl e of f, put them on unenploynment. A |ot
of that was nmandated from our fornmer
governor. And now these businesses that were
essential stayed open and they continued to
provi de wage-earni ng wages to their
enpl oyees.

But the constant call | get back al
the tinme is, why does New York State not pay
for our unenpl oynment debt back to the federal
government? Wiy is nmy business being held
responsi bl e for that and not New York State,
who put themin the position they're at?

Do you feel that New York State should
cover that expense and not the businesses

back hone?
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MR. GUSDORF: So what nay be a mldly
conplicated answer is | think it's
appropriate for --

ASSEMBLYMAN MANKTELOW | don't mean
to interrupt, it's not really that
conplicated. |'ve listened to all of you
earlier, and you guys are snmart individuals
there. |It's not conplicated.

What's conplicated is why New York
State will not take care of that debt.

MR. GUSDORF: Well, it's a -- you
know, businesses fund the unenpl oynent
i nsurance systemthrough a tax on wages. So
it's appropriate for businesses to pay that
tax and for it to be a liability of
enpl oyers, which economcally, right, there's
a significant incidence on the workers. So
it's not like it's a tax on their business
profits.

The issues that we see in the current
system which you m ght agree with, are that
because of the very | ow taxabl e wage base and
because of the experience rating, it's a

systemthat kind of unfairly dings snall




© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R R
A W N P O O 00 N OO 01 B W N +— O©O

118

busi nesses and enployers in very volatile
industries like if you work in construction
and you just sort of hire people seasonally
and then lay themoff, that's the nature of
the industry. Right? You can't change that.

So the -- | believe that the
rationalized version of this tax, it's still
a business tax, but it should be one with a
hi gher taxable wage base that is just spread
over, right, broadly over enployers. That's
t he broad-based | ow rate concept that gets
nore noney into the systemand it sort of
reduces sonme of the penalty to being one of
t hese busi nesses that we think is not
appropriately targeted by the current system

So that's like the necessary tax
reform

Then there's the question of what to
do with the debt. Again, in principle, |
don't think it's wong or unfair for that to
be a burden of businesses. The issue is just
that this is a very tinmely problem right,
it's anmulti-billion-dollar issue. And it

nmakes nore sense to do a deal where you get
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the right benefit reforns and tax reforns and
bri ng down the debt.

ASSEMBLYMAN MANKTELOW  Thank you.
hate to interrupt you, but | only have
seven seconds.

| agree with that. But if our
busi nesses are able to grow, they can put
nor e enpl oyees on and we could crack that nut
as well, in that direction.

MR GUSDORF: Yeah.

ASSEMBLYMAN MANKTELOW  Thank you for
answering ny question.

CHAl RVAN PRETLOW  Senat or ?

CHAI RAMOVAN KRUEGER:  Senat or Shel | ey
Mayer .

SENATOR MAYER: Good norni ng.

' m not sure who can answer this
guesti on.

Have any of you done -- based on the
House bill that was just passed this week --
the likely dollar inpact on New York's
Medi cai d program based on the assunptions
that are in that bill?

MR. KHAN. So the bill that passed
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this week, it put sort of a blueprint. And
so it has sone actually bottomline figures
on heal t hcare.

SENATOR MAYER:  Yes.

MR KHAN. It will probably be about
anot her 30 days that we'll have the details
where we'll be able to, with any type of real
accuracy, determne like the dollar figure
anount. But it's quite |arge.

SENATOR MAYER: Right. So then the
second part is, other than the tax issue,
whi ch you' ve all tal ked about, it's very
likely that it's a short-term-- it's a
this-year problemin New York, this | oss of
Medi cai d funds, particularly FMAP or whatever
t hey choose to do.

O her than the tax issues, which
know you all want to tal k about, none of you
have tal ked about any application of the
rainy day fund or any other place where noney
is situated in New York State as a possible
solution. Wat are your views on that?

MR GUSDORF: So our views at FPlI are

the state, by the Executive Budget
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accounting, has about $21 billion in reserve.
There's additional noney in the General Fund,
so by our accounting it's really 34 billion.
Right? And that's assum ng that the
current-year surplus is all spent, so you
could potentially have even nore.

| think the basic outline of the
strategy should be prepare to spend down a
significant anmount of those reserves in order
to bridge federal funding |osses. And then
there has to be a contingency plan on the
spendi ng side to do sonet hing permanently,
that the reserves are basically a short-term
sol uti on.

That means | ooking at, | nean,
potentially serious broad-based revenue
rai sers -- nmaybe sonmething |like doing a sal es
tax on services. R ght? W don't -- our
sal es tax doesn't apply to services. You do
a lowrate, but that's the kind of policy
that many other counties use to raise really
substantial revenue. New York needs to
consi der those sorts of options if it comes

to a dilemma of losing $15 billion in
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Medi cai d funding versus trying to backfill
it.

SENATOR MAYER: Any ot hers? Yes.

MR. DEUTSCH. | would say yeah,
totally agree with what Nathan just said.
Utilizing the econom c stabilization funds
and the rainy day funds, as well as the
addi ti onal revenue that we are hol ding right
now makes a | ot of sense to weather this
initial storm

But in the long term we're going to
need to figure out how to generate the type
of revenue we need to nmake sure we're
providing the residents of this state the
services that they so desperately need. And
asking the wealthiest, who are very likely
going to be doing very well under the new tax
cut package that it | ooks |ike Congress is
pulling together, it seens to nmake sense for
us to ask our wealthiest residents to pay a
little bit nore, yeah

SENATOR MAYER: Thank you.

CHAl RMOVAN KRUEGER:  Assenbl y?

CHAI RVAN PRETLOW | believe | have no




© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R R
A W N P O O 00 N OO 01 B W N +— O©O

123

further questions, just maybe a conment.
s it being suggested by any of you

that if -- and | know "if" is not the right
word -- when the federal governnment cuts our
Medi cai d funding, that the state backfill
what the feds are not doi ng?

MR GUSDORF: Yes.

MR KHAN: Yes.

MR, DEUTSCH.  Yes.

CHAI RVAN PRETLOW So if they cut us
10 billion, you woul d expect the state to
rai se taxes to nmake up for that 10 billion?

MR. DEUTSCH. It will be raining, so a
good tinme to use rainy day funds, | suppose.

MR GUSDORF: Yeah, in terns --

CHAI RVAN PRETLOW But this is nore
than just rain, this is nmore of a flood. And
Noah's Ark isn't big enough to get us out of
it.

MR. GUSDORF: And so, you know, you
can think about the sort of range of cuts in
the -- we mght see a few billion dollars of
cuts. That's sonething that we al

under st and - -
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CHAI RVAN PRETLOW | hate to say a
billion dollars is snall potatoes.

MR. DEUTSCH. Yeah, exactly.

CHAI RVAN PRETLOW  But when you're
tal king about forty -- the Medicaid is around
47 percent of the state's budget of
$257 billion. So we're |ooking at over $100
billion of Medicaid nonies. |If the feds cut
hal f of that, you're looking at a $70 billion
hol e.

PIT is not going to take care of it,
the rainy day fund's not going to take care
of it. Nothing is going to take care of it.
The only way that we can maybe -- naybe --
make this work is if the feds cut their
i ncome taxes, the state's going to have to
raise its incone taxes -- which | know you're
all opposed to doing -- and then we're going
to be in the same boat.

So we're in a wrld of trouble right
now, and people aren't really recogni zing
what the issue is. You know, in Alaska it is
said that they put their elderly out on the

ice. That's what's going to happen here.




© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R R
A W N P O O 00 N OO 01 B W N +— O©O

125

Because the bul k of our Medicaid fundi ng goes
for long-termcare, which is our senior
citizens. And if we don't have the funding
avai lable -- and we're not going to be able
to tax our way out of this. |If we don't have
the funding available to take care of our
nost vul nerabl e, unfortunately they're going
to perish. And | hate to sound |like this,
but that's what | think is going to happen.
MR GUSDORF: If | could add. | do
have an answer to that.
If we're -- we're | ooking at
$90 billion of federal funding in this
upcom ng year's budget, 70 billion of which
i s Medicaid.
It's unlikely that we would | ose
$70 billion in Medicaid funding. If we end
up in $10 to $15 billion revenue | oss
situation fromfederal funding -- | nean,
it's a shift in tax policy, but that is
doabl e, given the size of the state econony.
But you're not going to get
$15 billion by only taxing peopl e who nake

over $5 million a year. That's why we've
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poi nted to broad-based busi ness taxation,

i ncl udi ng pass-throughs, sales taxes on
servi ces, and broad-based i ncone tax

i ncreases. Which no one's going to be a fan
of. But that is a realistic, stable path to

finding another $15 billion a year where it

is viable to backfill it. You know, two to
three times that is -- who knows. But that's
still in range.

CHAI RVAN PRETLOW  But, see, but your

nunbers are off because -- | have to cut
nmysel f of f.
CHAl RWOVAN KRUEGER: ['ll continue it,

if that's okay, because | have three mnutes.

So | was going to go down that sane
road, because | think it's overly optimstic
that they would only cut us $15 billion at
the rate they' re going and the rapidity by
which they all folded on $2 trillion cuts at
the federal |evel the other night.

So I'"mjust curious, because you're
all tax experts. You don't have to answer it
now, but you have to help nme. The governor

of Maine said: |If Donald Trunmp stops federa
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funding to Maine, we, the people of Mine,
will take our federal taxes from al
paychecks and no taxes will be paid to the
federal government, so we can pay for things
our sel ves.

WI1l any of you expl ore whether we can
put that into | aw and do that?

MR GUSDORF: Well, so | ama tax
attorney. | have not studied the issue. M
guess is that you're not allowed to do that.

CHAIl RAMOVAN KRUEGER: And yet they
don't seemto recognize law. So |'mnot sure
| do either.

MR GUSDORF: | nean, it --

CHAl RMOVAN KRUEGER:  So |'m j ust
saying --

MR GUSDORF: In the event of a civil
war, it's a good idea.

CHAl RMOVAN KRUEGER: -- |'m sharing ny
col | eague's position, we're not going to be
abl e to produce this noney oursel ves unl ess
we are substituting noney that now goes to
Washi ngton and will no | onger come back with

our needs.
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So, you know, I"monly half joking --
it was a governor who said this -- to see if
we can pull this off.

MR. DEUTSCH. | think there is a very
| ar ge i nbal ance between what we send to the
federal governnment versus what we get back

CHAl RWOVAN KRUEGER:  Yes.

MR. DEUTSCH. And certainly the
Conmptrol l er does reports on that all the
time, so we know what those nunbers are.

But | think, you know, we need to
ret hi nk how we do busi ness here in New York
as we nove forward in this new world that we
find ourselves in -- a new funding world, a
new political world. But, you know, New York
is spending $10 billion a year on poor
econoni ¢ devel opnent prograns, both at the
state and local level. That should be pared
back dramatically, if not -- you know, we
shoul d be | ooki ng at using that noney to fund
ot her services like childcare, |ike higher
education. Things that have a greater return
on investnment for the public than funding,

say, an Amazon warehouse, whi ch nakes
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absol utely no sense what soever.

So we need to rethink how we're
spendi ng the noney that we are spending right
now, cutting out the waste. And |I'm not
tal ki ng about a DOGE Conm ssion here by any
stretch of the inagination. But we know
where we're spending noney in places that we
shoul dn't. W've brought that up to you many
tinmes.

MR. GUSDORF: | would just add, you
know, the $2 trillion of cuts is over the
10-year CBO forecasting window, so it's $200
billion a year spread over 50 states. So
it's real nmoney for New York, but it's
probably not $30 billion for New York

So | actually think the right w ndow
to look at is the, like -- you know, a few
billion to, maybe if they went really far,
the ten to $15 billion range.

And | would just point out that the
state econony is robust enough to raise that
t hr ough new revenue neasures.

CHAI RMOVAN KRUEGER: Thank you.

Thank you. The Senate is done.
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CHAI RVAN PRETLOW  Thank you. The
Assenbly is done.

Gentl emren, thank you for your
partici pation.

PANEL MEMBERS: Thank you.

CHAI RVAN PRETLOW We're now cal ling
up Panel B. Panel B: National Coin and
Bul | i on Associ ation; the National Federation
of I ndependent Busi nesses; Schuyl er Center
for Anal ysis and Advocacy; and the New York
State Council of Churches.

(Pause; discussion off the record.)

CHAI RVAN PRETLOW Wl cone. Pl ease
state your nanmes so the people in the
audi ovi sual room know whose nane to put up
when you speak.

And if you'd just introduce yourselves
starting fromny right, your left, so we just
know who you are.

MR COOK: Hi, I'mPeter Cook and | am
t he executive director of the New York State
Counci | of Churches.

M5. SIDDIQUI: Good norning. |'mKari

Siddiqui. 1'ma project director at the
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Schuyl er Center for Analysis and Advocacy.

M5. RANSLOW Ashley Ranslow. [|'mthe
New York State director for the Nationa
Federati on of |ndependent Busi ness.

CHAI RVAN PRETLOW Wl cone al | .

You can start on either side.

M5. RANSLOW | can go ahead. Thank
you. Al right.

Wel |, good norning, everybody. Thank
you for having ne. Thank you, Senator
Krueger, Assenbl ynmenber Pretlow, and nenbers
of the Senate and Assenbly and | egislative
staff for having us here today.

NFIB is a nmenber-driven organi zation
representing nore than 11, 000 nmenbers in
New York State. NFIB nenbers are the
busi nesses that define our nei ghborhoods and
strengthen our communities with character and
val ue -- local hardware stores, independent
restaurants, florists, barbers, retailers,
dry cl eaners, conveni ence stores, farnmers,
roof ers, |andscapers. This is just a sanple
of NFIB nenbers, and the typical snall

busi ness owner is a nenber of NFIB. The
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average size of our nmenbers is 10 enpl oyees
or |ess.

There are close to 500,000 smal |
busi nesses in the State of New York. They
enpl oy 40 percent of the state's
private-sector workforce, over 3 mllion
New Yorkers. And their production accounts
for nearly half of the state's GDP. A
staggering 98 percent of businesses in
New Yor k have 100 enpl oyees or | ess.

Smal | busi nesses are al so the
backbones of their communities. N nety
percent of small business owners have
financially supported comrunity or civic
groups; 63 percent have provided in-kind
contributions; and 76 percent have reported
vol unteering for their | ocal community
or gani zati ons.

|"mgoing to focus today's testinony
on a topic that got quite a bit of attention
during the last panel, and that is
unenpl oynment i nsurance. The state does have
currently a $6.3 billion debt to the federal

government as a result of COVID. The state
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needed to borrow noney because of the

unpr ecedent ed anmounts of busi ness cl osures we
saw during COVID that were nandated by state
public policy decisions.

Those cl osures obviously led to a
drastic amount of layoffs in a short period
of tinme. The unenploynment system was quickly
overwhel med. The state needed to borrow
noney to pay out unenploynent insurance
benefits. W still have 6.3 billion that we
owe back to the federal governnent.

The Governor's Executive Budget
proposal has allocated $165 nmillion to pay
the interest assessnent surcharge, which NFIB
strongly supports. This surcharge is
assessed once a year on enployers to just pay
the interest on the state's debt. That
notice goes out in the sumer. Last year it
was about $15 per enpl oyee.

We support the Governor's initiative
to pay this -- for the state to pay this,
because snal |l busi nesses have been
shoul dering the burden of paying back the

U debt by thenmsel ves w thout any assi stance.
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This is contrary to what 36 other
states have done. They used COVID reli ef
funds to address their U debt, to pay it
off, to get it back to solvency, and to
restore U tax |evels.

Smal | busi nesses are al so payi ng $105
in increased federal U taxes, they're paying
$250 per enployee in state U taxes. This is
a big problem and New York State does need
to address it sooner than |ater.

Thank you for your tine today, and |'m
happy to answer questi ons.

CHAI RVAN PRETLOW  Thank you.

M. SIDDIQUI: Al right, good
norni ng. And thank you for the opportunity
to testify today.

My nanme is Kari Siddiqui. | ama
project director with the Schuyler Center for
Anal ysi s and Advocacy, where | focus on our
child poverty reduction work.

The Schuyler Center is a 152-year-old
st at ewi de nonprofit organi zati on based here
in Al bany and dedicated to policy analysis

and advocacy in support of public systens
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t hat neet the needs of children and famlies,
particularly those living in poverty.

|"mgoing to take a turn from what we
just tal ked about and tal k about how t he tax
code can better support New York's kids and
famlies. And this year we have a trenendous
opportunity to make a real substantial change
to our child tax credit so that it can better
hel p and support children and famlies and
make New York State an affordable home for
our famlies.

Backing up just a tiny bit, in 2021
the Legi sl ature passed, you all passed and
Governor Hochul signed into |aw the
Child Poverty Reduction Act, which commts
the state to reduce child poverty by
50 percent by 2031. It also established the
Child Poverty Reduction Advisory Council,
whi ch just this past Decenber rel eased a set
of really strong recomendations that would
hel p New York State achi eve that goal

And key anong their reconmendations
was an expansion to the Enpire State Child

Credit, which is our child tax credit here in
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New Yor k.

I n January the Governor included an
expansion of the tax credit in her Executive
Budget, a proposal that, if passed, would be
the | argest expansion of the credit since its
establishment, and one that is a great first
step towards a stronger, nore inpactful child
tax credit.

The Governor's proposal is
broad-based. It reaches both our
| owest -i ncone and m ddl e-class fam lies and
extends the credit to |lower-incone famlies
who actually, due to their |ow incone |evel,
were previously excluded fromreceiving the
full credit anount.

But while the Governor's proposal is a
great starting place, we can and nmust do nore
to make our tax credit work better for
famlies and have a stronger poverty-fighting
potential. The child tax credit expansion
recommended by the Child Poverty Reduction
Advi sory Council would provide a | arger
amount, $1500 per child per year for al

children zero to 18, while still elimnating
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that i ncome requirenent that has excluded the
| owest-incone famlies fromthe full credit
armount .

It's also critical to index the credit
toinflation so that famlies can continue to
benefit fromthe full value of the credit for
years to cone. The expansion that is
recommended by the Child Poverty Reduction
Advi sory Council is estinmated to reduce child
poverty by 23 percent conpared to an
estimated 8 percent reduction fromthe
Governor's proposal.

| will point out that the
Working Famlies Tax Credit, sponsored by
Senat or Gounar des and by Assenbl ynenber
Hevesi, woul d enconpass all of the changes in
t he CPRAC recommendati on and go even further
to put noney into famlies' pockets,

i ncludi ng by paying the credit out throughout
t he year.

"1l end as | began, which is to say
that we have a real opportunity this year to
start to nmake New York State an affordable

pl ace and the best place to raise a famly.
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Research on this topic has shown us again and
again that tax credits work.

Thank you.

CHAI RVAN PRETLOW  Thank you.

Ed? Assenbl ynan Ra?

(Di scussion off the record.)

CHAI RVAN PRETLOW  Ch, oh, I'msorry.

MR COCK: No worries. No worries.

CHAI RVAN PRETLOWN |'m | ooking at the
cl ock here. Ckay.

MR. COOK: Yeah, ny nane's Peter Cook.
| serve as executive director of the New York
State Council of Churches, founded in 1893.
We represent 7500 congregations and nine
denom nations all over the State of New York

Since the early 20th century, our
council, shaped by the Social Gospel, has
fought hard for a strong social safety net
because we recogni ze the charity offered by
church-based institutions could only go so
far and that governnent prograns were
essential for permanently lifting people out
of poverty and restoring our econony.

Unfortunately, the Trunp
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adm ni stration, enbracing the wi dely

di scredited supply side econom cs, seeks to
severely cut that social safety net to give
enormous tax cuts for the very wealthiest
based on the m staken assunption that it wll
hel p our econony.

To rai se revenue, invest in our social
safety net and put nore noney in the pockets
of lowwealth and m ddl e-cl ass New Yorkers,
we of fer three proposals.

One, as nenbers of the Share CQur
Weal t h Canpai gn, we call for an increase in
New York's top inconme tax rates for those
earning over 5 mllion and over 25 mllion by
0.5 percent, and increase the top corporate
tax rate by 1.75 percent. And we seek to
make these changes pernanent.

Second, we strongly urge you to pass a
bill that no | onger rebates the stock
transfer tax. The state began rebating the
tax in 1979, and since 1981 the tax is
100 percent rebated back to Wall Street. No
| onger rebating what is essentially a

m nuscul e sales tax could result in 10 to
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14 billion in additional revenue.

And finally, in order to relieve
pressure on the nost crushing property taxes
in the country and invest in our social
safety net, we ask that industrial area
councils, IDAs, no |onger be given tax breaks
wi t hout the express approval from affected
school boards. This we think will help
reduce pressure on property taxes and al so
spawn nore econonic growth that cones through
t he expansion of the social safety net.

Thank you.

CHAI RMOVAN KRUEGER: Thank you.

CHAI RVAN PRETLOW  Assenbl yman Ra?

ASSEMBLYMAN RA: Thank you.

Ashl ey, so you ran out of tine a
little bit. But if you could further detai
regardi ng, you know, what the kind of all-in
cost is to our businesses given now, you
know, the Federal Unenploynment Tax Act offset
credit reduction will double.

So we're not just |ooking at the
i npact of them paying very high rates,

there's a nunber of things that inpact them
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the | onger we keep this debt on our books and
on the backs of our small businesses.

MS. RANSLOWN Yes, you're correct.

So New York is approaching the
five-year mark of having outstandi ng debt.
There is a provision in federal |aw, when you
have five years of outstanding debt, what
they call the FUTA offset is adjusted. They
call this the benefit-cost ratio or the
benefits-cost rate.

So what's going to happen is right now
we're at 1.2 percent in a FUTA offset, so
t hat equal s about an extra $105 per enpl oyee
for federal U taxes. So that's going to
doubl e next year if the state still has its
debt. So we're going to go from1l.2 percent
to 2.3 percent. So businesses are going to
be | ooking at a sizable junp in their federal
U taxes.

They do this as a way to pay the debt
off faster, right? But | think it's really
inmportant to note that these federal U tax
offsets are in addition to businesses being

in the highest possible state U tax
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brackets, which average about an extra $250
per enpl oyee per year. So you're talking
hundreds of extra dollars per enpl oyee per
year.

So smal | busi nesses have poured out
t housands of additional dollars to fix
New York State's U problem-- which again
to rem nd everybody, was a result of state
public policy decisions. R ght? The state
shut down busi nesses.

And unli ke 30-plus other states,

New York just said, Ch, well, businesses,
you're on the hook to pay it back. O her
states used COVID relief funds to address
their U problens; New York hasn't.

And this is, again -- to the points
that were nade earlier as well, you cannot
adj ust the weekly benefit U rate with the
state's outstandi ng debt.

So the longer we let this go on, you
can't do anything for workers either. You

cannot -- the federal governnent wll not

all ow you to increase U weekly benefit rates

as long as New York has this unenpl oynent
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i nsurance problem It's in the best
interests of the state to address this
probl em now and to not let it continue.

ASSEMBLYMAN RA:  And real quick, the
manual workers issue -- obviously we had a
provision that didn't nmake it over the finish
line last year. |Is it just |large businesses
or are there a |lot of small businesses that
are getting these lawsuits and dealing with
t henf?

M5. RANSLOW It's also small
busi nesses.

You're right, there's a provision in
t he Governor's budget to address |awsuits
over manual workers and the frequency at
which they're being paid. It is not unique
to big business; it is inpacting snall
busi nesses who are facing multi-mllion-
dollar lawsuits. And it should be addressed
in this year's budget.

ASSEMBLYMAN RA: Thank you.

CHAI RMOVAN KRUEGER: Thank you.

Senat or CGounar des.

SENATOR GOUNARDES: Thank you very
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much.

My question is for Kari.

You tal ked about the Governor's
proposal on the child tax credit, and you
pointed to the Wirking Fam |ies Tax Credit
proposal as well. [I'Il just note, under the
Governor's proposal, by nmy nmath, 86 percent
of kids would only see a $170 boost, or their
famlies would see a boost of $170, which if
they' re lucky m ght pay for a cable bill for
hal f a nonth

So | think you rightfully pointed out
that we can do a |lot better. But ny question
is, wth the discussion at the federal |evel
ri ght now around the extension of the TCIA,
and the expiration of the enhanced federal
child tax credit and then the droppi ng back
down of the value of the credit -- or the
potential drop-down -- do you have any
anal ysis as to what that inmpact m ght be on
child poverty?

And New York al nbst | eads the country
for child poverty. |If that child -- if the

federal credit drops to a thousand, again,
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what's going to be the inpact on New York's
chil dren?

M5. SIDDIQUI: Yeah, that's a really
great question.

We don't have specific analysis yet on
that. But we can get it. And | also think
that we have sone really strong things to
| ook to, as you may know, as you know for
sure, when the federal governnent expanded
the child tax credit during COVID where
famlies were getting nonthly paynments into
t heir banks automatically every nonth, we saw
child poverty, here in New York State and
nationally, cut in half. Like by half. Half
t he amount of kids were living in poverty
during that tine.

And when that was allowed to expire
and not renewed, we saw those child poverty
rates rebound and actually go beyond where
t hey were before.

So we can only extrapolate fromthat
right now to say that, you know, that | osing
federal tax credit benefits would have a real

i mpact on famlies' lives and on our child
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poverty rate here in New York State.

SENATOR GOUNARDES: Thank you.

CHAl R\MOVAN KRUEGER:  Assenbl y.

CHAI RVAN PRETLOW  Assenbl ynman
Mankt el ow.

ASSEMBLYMAN MANKTELOW  Thank you.

Actual ly, a question back to snall
busi nesses. | know we've tal ked about
unenpl oynment and what that is doing to our
smal | businesses. So if we can take care of
that problemin this year's budget, what's
t he next best thing we can do to support
t hese smal | busi nesses back hone -- help them
grow, help them put nore enployees on, and in
turn that helps the state as well. Wat
woul d be the next thing we could | ook at?

M5. RANSLOW So unenpl oynent
i nsurance is obviously a key issue, as you
reference. | think there are other things
laid out in our testinony.

A coupl e of years ago New York did
increase the small businesses deduction from
5to 15 percent. It didn't do anything on

the C corp side for small businesses, and
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there are sone small businesses organi zed as
C corps, so | think that that's sonething
that the state should | ook at, tax
parity-wise. Right?

| think also for small manufacturers
we did cut tax rates fromlarge C corp
manuf acturers many, many, nany years ago. W
did not do the sanme for small manufacturers,
who are typically organi zed as pass-throughs:
LLCs, S corps, that kind of thing.

So again, just |l ooking at that tax
parity, right, we sort of have cut taxes here
alittle bit, cut taxes there a little bit,
to help certain businesses in certain areas.
But | think we should take a step back and
| ook at that and nmeke sure that there is sone
real tax parity going on and that, you know,
just how you're organi zed and your tax code
doesn't necessarily dictate where you | and,
right, as a small business owner.

So | think we need to take a | ook at
t hat .

| also think that in this conversation

of revenue raisers we have to be really,
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really careful about what that could nmean for
smal | busi ness owners. Right?

Just -- | always say |ike you've got
to use a scal pel instead of a sl edgehamer.
Right? The answer isn't just to increase
t axes on corporations, increase taxes on this
area or that area. You really have to | ook
at how busi nesses are organi zed and al so, you
know, who you're trying to target. Right?

Because smal | business owners -- |
heard in the |ast panel, right, like, Wll,
our economy can handle it, right, tax
i ncreases. But | challenge anyone to wal k
into a small business owner and ask them how
t hey' re doing and how their business is going
and how they're feeling. And they're going
totell you that they can't afford a tax
i ncrease.

So I'd just caution that.

ASSEMBLYMAN MANKTELOW  Yeah, you're
absolutely right. Talking to the small
busi nesses, every little tax, every little
extra piece that they have to do takes away

fromtheir business, takes away fromtheir
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enpl oyees having the ability or the chance to
make nore noney. And if they can make nore
noney, that adds noney to the state side as
wel | .

And | honestly believe if we can help
t hat happen, we can grow t hose busi nesses and
grow New Yor K.

So thank you. Thank you all for your
t esti nony.

Thank you, Chairworman

CHAI RMOVAN KRUEGER: Thank you.

Senat or Tom O Mar a.

SENATCR O MARA:  Thanks.

Good norning, everyone. Thanks for
bei ng here.

Ashl ey, just to followup on the
manuf acturers tax and trying to get that
parity with the C corps and the pass-through
entities. W' ve talked about it in years
past .

|'ve tal ked about it with
Comm ssioner Hiller in years past; didn't get
a chance to get to it today. But in years

past she had rai sed an i ssue of maybe a
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difficulty in defining manufacturing to tell
who would qualify for that as a pass-through
entity.

| f you could coment on that and
whet her there's been any -- whether your
group has had any di scussions with the
Tax Departnent on how to possibly handl e that
type of a definition.

But al so there was discussion earlier
about changing the tax reporting tinme for
pass-through entities and how the proposal in
t he budget and how t hat woul d be hel pful or
not to these pass-through entities.

M5. RANSLON So in terns of -- there
has been sone di scussion with the
Tax Departnent about how do you define
manuf act uri ng and how do you do that for
pass-through entities.

There's not an answer yet on how to do
that. | think that there are people that are
smarter than | am quite frankly, that are
trying to figure that out in terns of tax
policy. So | think it's ongoing, right, how

can we find a reasonable solution to
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acconplish what we're trying to acconplish

here. So | would say stay tuned on that

front.

In terns of reporting for pass-through
entities, I'd have to get back to you on that
one.

SENATOR O MARA: (Ckay. On the U debt
that's outstanding, | think the conm ssioner

of Labor said that the anobunts are even
hi gher than the $6.3 billion you're
referenci ng today.

But we know that about 36 other states
used their federal COVID relief to pay this
down, and New York did not, they chose to
carry it. O those states that weren't in
that 36 that used the COVID relief, do you
know where they stand? As conpared to paying
that down, are they dragging it out |ike
New York State is, or are they nmaking a nore
concerted effort to elimnate that debt?

M5. RANSLOWN Sone states didn't have
to borrow noney. Sonme states' U trust funds
were actually so robust that they were able

to get through COVID without having to borrow
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noney.

Sonme states paid -- used sone to pay
off their debt, right, sone COVID relief
noney, then sone noney from you know,

i ncreased business taxes to pay off their
debt .

And then there's only one other state
in addition to New York that has outstandi ng
debt. It's us and California. W're the
only two | eft that have U debt to repay.
everyone else is -- has paid off advances or
didn't borrowit to begin wth.

SENATOR O MARA: And in your testinony
you say that it's going to get nore difficult
for small businesses to deal with as that
repaynment anount increases year to year,
correct?

M5. RANSLOW Correct. And also you
ri sk an econom c downturn, right, in -- if
there are just natural econom c¢ downturns and
| ayoffs and the state has to | ook at
borrowi ng nore noney, which just puts us
further in the hole.

SENATOR O MARA: Thank you
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CHAI RAMOVAN KRUEGER:  Any nenbers?

So we have Senator Jackson.

SENATOR JACKSON: So | was going to
say good afternoon. [It's al nost good
afternoon. Thank you for staying the course
and maki ng sure that who you represent are
bei ng heard here today.

Did | hear correctly that all three
organi zati ons' representatives agree that we
shoul d | ook at getting resources by taxing
t he weal t hi est New Yorkers -- not the snal
busi ness peopl e, not the churches and not the
anal ysi s organi zation that you work for, but
where the resources are, and taxing the
weal t hi est New Yor kers?

Did | hear you correctly that you
support that, and | ooking at the issues and
concerns that inpact the State of New York as
far as, you know, dealing with the
unenpl oynment i nsurance hole that we are in,
and al so | ooking at the needs of our children
and famlies that exist?

Am | correct in that all three of you

are in favor of taxing the wealthiest
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New Yorkers just a little bit in order to
help their brothers and sisters of New York
State?

MR. COOK: Yes, absolutely. And we
really think that taxing the wealthiest a
little bit nore is actually going to be nore
econonically productive in terms of inproving
the social safety net, which helps to
mtigate high costs which cause people to
| eave the state and al so affect our
busi nesses at all |evels.

M5. SIDDIQUI: Yeah, | would just echo
what Peter said

SENATOR JACKSON: |I'msorry, | could
not hear you.

M5. SIDDIQUI: 1'd just echo what
Peter said

SENATOR JACKSON: Ckay. And
Di rect or Ransl ow?

M5. RANSLOWN In terns of the U debt,
yes, we obviously support paying that down.

And in ternms of tax policy, | think
that, you know, to ny coments earlier, when

we tal k about revenue raisers, you have to be
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very di scerni ng about where you're getting
the revenue fromand if it's going to have an
i npact on snmall busi ness owners.

SENATOR JACKSON:  And that's why |
indicated as far as -- | thought | heard you
say that the issues and concerns of small
busi nesses have to be taken into
consi deration. Everyone says snall
busi nesses are the backbone of our society.

And so |'mnot tal king about the small
busi nesses, though, |I'mtal king about the
weal t hi est New Yor kers.

M5. RANSLOW | hear you. | think it
gets difficult when you tal k about personal
income taxes. There are a |lot of snall
busi nesses who pay their taxes via personal
i ncome taxes. They thenselves nay not be a
multi-mllionaire, right, but they pay their
t axes via personal inconme taxes. So you have
to be very careful about that.

SENATOR JACKSON:. Thank you.

Thank you, all three, for comng in.

CHAI RMOVAN KRUEGER:  Senat or Pam

Hel m ng.
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SENATOR HELM NG Thank you,
Senat or Krueger.

This question is for Ashley. Thank
you all for being here.

It's al ways dangerous when you cone in
at the very end and throw out a question.
But Ashley, | hear fromsmall businesses
across ny district all the tine about the
chal | enges of doi ng business in New York
State, whether it's the costly nandates that
are pushed down on them including the
all-electric mandates; uncertainty
surroundi ng a nunber of regulations that are
constantly in flux; and of course high taxes.

And now, in the budget, there are
prograns that will incentivize new
busi nesses, the CATALI ST NY program In ny
district, because I'mso close to Mcron, ny
conpani es want to know where is their Mcron
bonus, right?

So I'mjust wondering, from your
perspective, do you see any chall enges for
our snmall businesses, existing businesses,

when new busi nesses receive so many
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i ncentives?

M5. RANSLOWN This is an issue that is
near and dear to NFIB s heart.

| testified a couple of nonths ago
bef ore many of you on econonic devel opnent
progranms. Most of -- if you | ook at nost of
New Yor k's econom ¢ devel opnent prograrns,
they are very specific to often | arger
busi nesses. They are geared towards certain
industries, right. And | often categorize it
that New York has gotten into the business of
pi cking winners and | osers. Right? Wo we
want to give noney to and who we don't want
to give noney to.

If you' re an existing small business,
third generation, fourth generation, you've
been around for hundreds of years, paid
t axes, done everything -- you qualify for
practically nothing from New York State.

Ri ght? Maybe a |l oan program if you want to.

So from an econoni ¢ devel opnent
perspective, if you're an existing small
busi ness and you have been for a long tine,

no, you're probably not getting anything in
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ternms of econom c devel opnent.

SENATOR HELM NG Thank you.

CHAIl R\MOVAN KRUECER: | think the
Senate is done, just |ooking quickly.

So | pass it back to the Assenbly and
t hank you very nuch for your participation
t oday.

CHAI RVAN PRETLOW The Assenbly's al so
done, and | want to thank the three of you
for your participation.

And this formally ends this hearing on
Taxes. Thank you very mnuch.

PANEL MEMBERS: Thank you.

(Wher eupon, the budget hearing concl uded

at 11:57 a.m)




