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CHAI RWOVAN VEEI NSTEI'N: Good af t er noon.

W are about to start the second
heari ng of today, so good afternoon. | am
Hel ene Weinstein, chair of the New York State
Assenbly's Ways and Means Conmittee and
cochair of today's hearing.

Today we begin the fifth in a series
of hearings conducted by the joint fiscal
committees of the Legislature regarding the
Governor's proposed budget for fiscal year
2023-"' 24.

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

Today our joint commttees will hear
testinmony regardi ng the Governor's proposed
budget for Taxati on.

Let ne take a nmonent now to introduce
the nenbers fromthe Assenbly, and then
Senat or Krueger, the chair of Senate Finance,
wi Il introduce the nmenbers from her
conf erence.

So we have with us the chair of our

Real Property Tax Conmmittee, Assenbl ywonman
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Wllianms, and then Commttee Menbers Dickens,
Shi nsky, Dilan, Zebrowski, and Mandani. And
M. MDonald, who was with us at the prior
hearing, is also here.

Senat or Krueger?

CHAI RAMOVAN KRUEGER: Thank you so
much.

| "' mjoined by Senator Gounardes, our
chair of Taxation and Budget.

And I'Il ask ny coll eague, Senator Tom
O Mwara, the ranker on Finance, to introduce
his team

SENATOR O MARA: Thank you
Chai r woman.

We have Senator Dean Murray and
Senat or Peter Cberacker.

CHAI RAWOVAN VEEI NSTEI' N: Assenbl ynan Ra?

ASSEMBLYMAN RA:  Thank you.

We have Assenbl yman Brian MIler, our
ranker on the Real Property Tax Commttee,
and Assenbl yman Manktel ow, a nmenber of the
Ways and Means Conmitt ee.

CHAI RAWOVAN VEEI NSTEI' N: Thank you.

So just for those of us who -- those
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peopl e who have -- both w tnesses and nenbers
who haven't attended prior hearings, just a
rem nder about ground rules. Wtnesses, the
governmental w tness, our tax conm ssioner,
has 10 mi nutes. Nongovernnmental w tnesses,
who will be in a panel later, have three

m nut es each.

Then the time limts for questions and
answers after the presentations: The chairs
of the relevant conmttees will have
10 m nutes and a second round of three
m nutes, if needed. The ranking nenbers of
these conmttees will get five mnutes each
And all other nenbers who are a nmenber of the
rel evant conmttees will get three m nutes
each.

Just a remnder to all the w tnesses
that your witten testinony has been
subnmitted to the legislators in advance, so
we ask that you do not read your witten
testinmony to us or you will find out that
three mnutes -- or 10 m nutes -- goes
awful |y fast when you read, and you never get

to your end.
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And then just to the |l egislators who
are here, again, as we've said before, |et
ei ther nmyself or Senator Krueger know, or
your ranker know, if you wish to question a
Wi tness or a panel of witnesses. After the
openi ng remarks of each w tness or panel, we
will be closing the list.

And just for everyone, keep an eye on
the tinme clock, either the one that's just

t he count-down cl ock or the one that has the

red -- we'll have the green |light on when the
time starts. The yellow light will come on
when there's a mnute left, and you'll hear a

beep. And then the red light will be several

beeps, and we will cut you off if you keep
goi ng.

So with that, I'mpleased to
wel come -- oh, and just in addition, for both

Wi t nesses and the participants and any

audi ence nenbers, there are no Power Poi nt
presentations, placards, or signs permtted
in the hearing roomby either w tnesses or
our col | eagues.

So now, with that, I'mhappy to invite
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t he commi ssioner of Tax to -- the New York
State Departnment of Tax and Fi nance --
actually you're still acting comm ssioner,
right?

ACTI NG COW SSI ONER HI LLER:  Yes.

CHAI RAWOVAN VEEI NSTEIN:  -- so Acting
Comm ssi oner Amanda Hiller, who's the acting
commi ssi oner and general counsel, to present
her testinony.

And you have 10 minutes, and then I'm
sure there will be sone questions.

ACTI NG COW SSI ONER HI LLER
Absol utely.

Can everyone hear ne? |Is this okay?
Yes? (Good.

Good afternoon, Senator Krueger --

CHAl RAOVAN VEI NSTEI'N: Just hold it --
we' ve been having sonme issues with the mcs.
Just hold it --

ACTI NG COW SSI ONER HI LLER: O oser?

CHAl RAOVAN VEI NSTEI'N: You got it.

ACTI NG COW SSI ONER HI LLER: O oser
cl oser? kay?

Good afternoon, Senator Krueger,
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Assenbl ynmenber Wei nstein, and nmenbers of the
fiscal and tax commttees. |'m Amanda
Hiller, acting conm ssioner and general
counsel at the Departnent of Taxation and

Fi nance. Thank you for this opportunity to
di scuss the departnent and Governor Hochul's
2024 Executive Budget.

As we nove forward to fiscal year '24,
there are plenty of risks on the horizon.
US. real GP fell tw consecutive quarters
inthe first half of 2022, pronpting concerns
that the U S. econony mght already be in a
recession. Real GDP rebounded by 3.2 percent
in the third quarter, but the recession fears
persi sted throughout the year.

To address inflation, the Federal
Reserve tightened nonetary policy at the
fast est pace on record. And the Division of
Budget now expects the national econony to
enter a downturn in 2023, constraining
US Real GDP growh to 0.5 percent this
year.

Fortunately, Governor Hochul has

positioned the state well. W have an
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$8.7 billion surplus, which is primarily due
to continued strength in tax receipts. In
COct ober 2021, the Governor committed to

buil ding the state's reserves to ensure that
it could honor current conmm tnents through
good tinmes and bad. The extraordi nary gains
in tax receipts have been directed to

acconplish that goal. By the end of fisca

year '23, the state will have boosted its
reserves by over $20 billion since fisca
year ' 20.

Even as tax receipts continue to show
strength in the current year, DOB has
downgraded its expectations for the econom c
outl ook twice since the fiscal year '23
Enact ed Budget Financial Plan was published
just nine nonths ago. DOB is now forecasting
a mld national recession in the first half
of cal endar year '23, with U S. real output
projected to decline, followed by a recovery
inthe latter half of the year.

At the state | evel, key econom c
drivers of tax receipts have been revised

sharply downward. Total wage growh is now
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expected to slow to 2.4 percent through
fiscal year '23 and 2.3 percent in fisca
year '24, significantly |ower than the

May 2022 forecast. |In particular, bonus
income is expected to decline by 27 percent
fromthe fiscal year '22 peak.

Governor Hochul recognizes these
econoni ¢ trends and has proposed a
responsi bl e budget that nekes targeted
i nvestnments in housing, crine prevention, and
energy affordability, while al so addressing
the MIA "fiscal cliff" and maintaining other
cruci al funding and support for New Yorkers.
The CGovernor's $24 billion commtnent to
education remains intact: The budget fully
phases in Foundation Aid and incl udes
$125 mllion for pre-K and $250 nmillion for
| earning | oss tutoring prograns. There is
also a $1 billion investnent to provide
heal t hcare, shelter, and other critical
services to asylum seekers, and $1.3 billion
i n econom c devel oprment incentives to grow
our economny and provi de opportunities for

New Yor ker s.
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| mportantly, the Executive Budget
acconplishes all of this while remaining true
to Governor Hochul's pledge to not increase
i ncome taxes on New Yorkers. Many of the tax
proposals in this budget address issues of
equity and fairness, including ensuring that
homeowners recei ve any excess proceeds from
tax forecl osure auctions.

This budget will also incentivize
enpl oyers to help reduce the costs of daycare
for working parents, and it will inprove the
ef fectiveness of tax credits for working
farmers, who often struggle with liquidity
due to the capital -intensive nature of
farm ng.

W will also continue the current tax
rate on those corporations naking the nost
noney, which even at this |evel renmains
conpetitive relative to rates in other states
and, in particular, to our neighbors.

O her proposals in the budget conform
us to federal law or clarify the intent of
initiatives that the Governor and Legi sl ature

previ ously enacted together.
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This time | ast year | spoke of the
scal e of Tax Departnent operations, a scale
t hat never ceases to inpress nme. Last year
t he 3,800 nenbers of Team Tax processed
29 mllion tax filings and cl osed
825,000 audits, as we worked to coll ect
nearly $160 billion in state and | ocal
revenue.

These vol unes are only possible
because we have sophisticated i nformation
technol ogy platfornms. These systens were

wor | d-cl ass when they cane online, but that

was over 30 years ago. W rse, the underlying

technology is closer to 40 years ol d.
That's why |'mgrateful to the
Governor and the Legislature for continuing
to support the state's efforts to stabilize

and noderni ze the Tax Departnment's

i nformation technology. This critical IT
noder ni zation effort will also significantly
improve the flexibility and interoperability
of our systens, helping to ensure tax
revenues are effectively collected and

processed with fair and equitabl e outcones
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for all of the departnent's current and
future custoners.

We're working closely with our
Ofice of Information Technol ogy Services
partners to fully | everage this opportunity
and ensure its success. As we enter the
second year of our five-year inplenentation
plan, 1'mpleased to report that we are
on-track and on-budget.

We are al so pursuing parallel projects
that | everage technology to inprove the
t axpayer experience. Although we are a
t echnol ogy-driven agency, many of our
day-to-day operations are surprisingly
ol d-school. For exanple, each year we ask
hundreds of thousands of taxpayers to mail us
docunents confirmng their eligibility for
various tax benefits, which is why I'm
excited that we are currently testing a new
tool that will allow taxpayers to upl oad
docunents to us using their phones.

This year we al so expect to begin to
pilot a project to deliver STAR credits by

di rect deposit, which will shave several days
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off the tinme it takes to deliver this crucial

property tax relief to honeowners -- and it
will also avoid costly check production and
mai ling costs. It's just a great efficiency

if we can make it work.

And we will continue to keep the
t axpayer experience front of mnd as we
expl ore other opportunities to bring our
operations further into the digital age.

To conclude, I'mincredibly proud of
the work that we're doing at the departnent,
and |' m excited about Governor Hochul's
Executive Budget, which will nake a real
difference in the lives of New Yorkers. |
| ook forward to working with all of you to
nove these initiatives forward, and |'m happy
to take any questions.

CHAI RWOVAN VEEI NSTEI' N:  Thank you.

We'll go first to Assenbl ynenber
Wl lians, chair of our Real Property Tax
Commi tt ee.

ASSEMBLYWOVAN W LLI AMS:  Thank you so
much. | have a few questions.

First, we will start -- does the
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depart ment know t he approxi nate percentage of
el i gi bl e homeowners that have not received
their rebate credit check?

ACTI NG COW SSI ONER HI LLER:  Have not
recei ved the honeowner tax rebate check?

ASSEMBLYWOVAN W LLI AMS:  Yes.

ACTI NG COW SSI ONER HI LLER: | don't
know t hat nunber offhand, but | knowit's a
very snmall nunber. And | can explain how
t hat works.

W' ve delivered about 2.4 million
checks to honeowners. There is a provision
in these laws that relates to the federal
taxability of the benefits, and it requires
us to ensure that the check that we send does
not exceed the tax liability of the property
ower. So there are -- we have confidence in
nost of the checks and can mail themwell in
advance of tax bills and that final part of
the tax cycle. But sonetines we have to wait
until we actually get the final tax bills
froma | ocal governnent. And so we've
cleared that for nost of the year, but in

Long Island, in Nassau and then in SuffolKk,
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their tax schedule is later in the cal endar
year. So we're still clearing sone of those
ones that are right on the edge.

But | think it's in-- ahand -- it's
a couple of thousand out of the 2.4 mllion
we' ve sent.

ASSEMBLYWOVAN W LLI AMS:  Okay. Al so,
how are the ADUs assessed for real property
taxati on purposes at the local level? For
exanpl e, are they assessed |ike other
residential properties?

ACTI NG COW SSI ONER HI LLER:  How
are -- the accessory dwelling units, ADUs?

ASSEMBLYWOVAN W LLI AMS:  Yes.

ACTI NG COW SSI ONER HI LLER:  okay.
They' re assessed just |ike any other
property. They're assessed based on the
val ue of that property in the nmarketpl ace.
So a property that has one dwelling unit on
the property is going to be assessed based on
its value, presunably its value in the
mar ket pl ace if you put up a for-sale sign up
t oday.

And then if there is another dwelling
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unit on that property, that dwelling unit is
going to be assessed as part of the package
of that property. You're buying that house,
you get an extra unit when you buy that
property.

ASSEMBLYWOVAN W LLI AMS:  Okay. Al so,
al l owi ng the sales tax exenption for vending

machi nes to expire will put hundreds of

vendors out of business. Has Tax and Fi nance

done an analysis of the inpact to sales tax
revenue for the state if those small
busi nesses cease to exist? And nobre so, the

same chal l enges that exist for visually

i mpai red vendors, which affect vendors across

the board. So why wouldn't you extend the
exenption for the whole industry?

ACTI NG COW SSI ONER HI LLER:  So first,
| don't think that the Tax Departnment has
done that specific analysis.

| know that historically part of the
reason there was an exenption for vending
machi nes i s because it was very difficult to
programthe machi ne to have an odd anount.

You wanted that candy bar for a dollar, and
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addi ng anot her seven cents onto it made it
difficult to handle with the cash in vendi ng
machi nes.

| believe that the conversation has
evol ved over the years as many nore vendi ng
machi nes nove to be cashl ess, because there's
a different opportunity to set the price of
the product. And that -- | think that that's
part of the ongoi ng di al ogue around the
vendi ng nmachi ne exenpti on.

| think Governor Hochul is cognizant
that the blind and visually handi capped, who
are part of OCFS s business program and often
are operating the little conveni ence shops in
state office buildings, for exanple, they are
offering -- as the foot traffic in those
bui | di ngs has gone down, the vendi ng busi ness
is increasingly inportant. And that's why
this woul d extend the vendi ng exenption for
t hat popul ati on.

ASSEMBLYWOVAN W LLI AMS:  Okay. And
| astly, does the departnment have an idea on
t he nunber of new seniors who would qualify

for the senior citizen's exenption if the
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definition was to be anended?

ACTI NG COMW SSI ONER HI LLER: W t hink
that slightly nore senior citizens would
likely qualify for the exenption. But nore
importantly, we think that nore senior
citizens who already qualify for the
exenption would be able to successfully apply
for the exenption and get that real property
tax benefit.

The current definition of income in
the senior citizen exenption is incredibly
conplicated, and it does not correspond to
lines on your tax return. So senior citizens
have to bring extensive docunentation to
their assessor's office in order to qualify
for that exenption. And assessors have been
telling us for years that they're concerned
that senior citizens aren't claimng the
exenption because that |ift is really
difficult and they have to do it each year.

So the proposal to sinplify the incone
definition for the senior citizen exenption
isreally toalignit with lines on the tax

return while retaining the core principles
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that were part of the original definition of
i ncome, so that we can hel p make sure that
it's easy for senior citizens to claim

ASSEMBLYWOVAN W LLI AMS: Ckay. Thank
you, Comm ssi oner.

CHAl RWOVAN VEI NSTEI'N: Senat e?

CHAI RMOVAN KRUEGER: Thank you.

We're starting out with
Senat or CGounardes for 10 mi nutes as chair.

SENATOR GOUNARDES: Good afternoon,
Comm ssioner. Before | start ny questions, |
just want to -- in my previous role | was the
chai rman of the Cvil Service Committee and |
had the chance to visit the Departnent of
Taxation and Finance. W had a whol e tour,
got to neet |lots of the enployees there. And
just want to echo your conplinents for the
hard work they do. It was incredible, the
scale and the size and the efficiency of that
operation, and it's a testanent to those
wor kers. So thank you for acknow edgi ng
t hat .

ACTI NG COW SSI ONER HI LLER:  Thank

you.
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SENATOR GOUNARDES: | want to --
have a bunch of questions here.

Can you -- a couple of years ago we
made changes to the personal inconme tax rate
and the corporate tax rate. Can you speak to
t he i mpact of those changes on the budget
since those tinmes?

ACTI NG COW SSI ONER HI LLER:  You know,
| don't know of fhand what we thought the top
corporate tax rate would bring in in revenue.
| know that Governor Hochul has proposed to
extend it and that we anticipate that it
woul d bring in about $800 mllion this year
and 1.2 billion next year and 880 the year
after. So | would guess that it was probably
sonewher e around that.

Qur tax data is -- we have nore recent
tax data for personal incone tax than for
corporate tax for a variety of reasons
related to when corporations file their
taxes. So we have prelimnary incone tax
data t hrough 2021, but we're still working
with 2020 and 2019 data for corporate taxes.

On the incone tax side --
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SENATOR GOUNARDES: And why is that?

ACTI NG COW SSI ONER HI LLER: 1 think
there are a couple of reasons. First, we
al ways each year prioritize finalizing the
filing -- what we call the study file for
personal inconme tax. W prioritize that in
order to do forecasting for the year.

And so we just closed tax year '21.
Those were the returns that were filed in '22
for tax year '21. W just closed that
processing. And we have a prelimnary file
of that data, and that will evolve over the
year as taxpayers that are under audit, when
t hose audits conplete, then they'|l nove into
the study file and then we'll get a final
study file later this year.

But a corporation mght have a tax
filing year that starts in Decenber, so in
Decenber of 2021. Their year ends in
Decenber of 2022. They'll be required to
file that return for 2021 sonetinme in 2023.
There are nultiple extensions that are
avai l able. And before you knowit, we're in

2024.
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SENATOR GOUNARDES: Cot cha.

ACTI NG COW SSI ONER HI LLER:  So
there's just a little bit of difference of
scal e.

But certainly we're anticipating on
the corporate side about 800 mllion in the
first year of the extension. And so | would
say we're probably around there in terns of
what we brought in under that rate in the
first years.

SENATOR GOUNARDES: Sure. Thank you.
| just want to nove on

And can you speak to, you know, the
Governor's proposal to extend the corporate
tax rate? W're not touching PIT, I
understand that. The corporate tax rate

proposal, to just extend it for an additional

three years. Wiy three years? Can you speak

to how that nunmber was derived? Wy not

| onger, why not shorter? Wat was the

t hi nki ng behind that? Especially when we're
projecting shortfalls starting next year in

the outyears nmoving forward as we're | ooking

at the entire fiscal financial plan.
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ACTI NG COW SSI ONER HI LLER:  You know,
| can't speak to the specific reason to
choose three years. | nean, | can speak
generally that the notion of having sunsets
on | egislation, including perhaps tax rates,
is to ensure that we have the opportunity to
revisit them

There's not hing about extending it for
three years that woul d prevent the Governor
and the Legislature fromextending it again
for an additional three years or making it
per manent at that tine.

| also -- you know, I"mcertainly
consci ous that although we had a strong stock
mar ket in 2021 and 2022, the forecasts
suggest that we won't see those sane trends
in 2023 and 2024. So it mght be that we are
going to be revisiting a nunber of our tax
choices as we -- in the years ahead.

SENATOR GOUNARDES: Sure. And |
think -- you know, we recogni ze that there
m ght be sone uncertainty ahead. The data is
really m xed. You know, there's -- on one

hand it says we're going down and then we
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have the hottest, you know, |abor market, you
know, in 70 years. Right? So there's a |ot
of conflicting data out there.

| " m concerned, though, when we maybe
are a little short-sighted in identifying
t hese things, because this -- we're obviously
projecting shortfalls in the outyears based
on what we're proposing now. And that
determ nes the frame by which this whole
budget is being presented.

And if you're presenting it with a
doomt and- gl oom perspective, well, that limts
the choices or perceives to limt the choices
that we m ght have to make or can namke. And
so |'mconcerned about we are self-selecting
to narrow our scope and our view here.

You nentioned sone of the incentives
and sone of the credits and investnents
t hrough tax policy the Governor is proposing.
Can you tell me what in this budget and
t hrough tax policy the Governor is proposing
to address chil dhood poverty?

ACTI NG COW SSI ONER HI LLER: 1 think

mai ntai ni ng our current income tax structure
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and not increasing taxes on New York famlies
is certainly going to be hel pi ng New York
famlies, and that's a central part of
Governor Hochul's proposal .

But 1'malso aware that there
currently is a Child Poverty Reduction
Task Force that is deliberating about how
best to address child poverty going forward.
And that's a collaborative effort involving
representatives of different state agencies
and representatives of organi zations that
serve famlies in poverty.

And, you know, they haven't nade
speci fic recommendati ons yet out of that task
force, and | would anticipate that when that
happens, that there will be an effort to
ensure that we're noving forward to inpl enment
t hose proposal s.

SENATOR GOUNARDES: You know, under
existing state law we have to halve the rate
of childhood poverty by 2030. W' re already
in 2023. And any expert who studies tax
policy and children will tell you that you're

not going to get anywhere near that reduction
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wi thout significantly increasing the size of
the child tax credit, providing fam|lies
assi st ance.

s there anything in this Governor's
proposal that does -- nmkes any adjustnents
or increases to the state's child tax credit?

ACTI NG COW SSI ONER HI LLER:  No. The
current -- Governor Hochul's Executive Budget
mai nt ai ns New York's generous Earned | ncone
Tax Credit, Enpire State Child Credit, Child
and Dependent Care Credit prograns. W
provi de those refundable credits to mllions
of famlies. And those are critical incone
supports. They represent a policy choice to
del i ver those income supports through the tax
code. But certainly the tax code isn't the
only way that the state is providing i ncone
supports to lowincone famlies.

SENATOR GOUNARDES: Sure. Thank you.
| think we can, you know, disagree a little
bit there in that we still have -- New York
is still ranked one of the highest states in
terms of the |levels of childhood poverty.

We're at 19 percent. The Conptroller put out
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a report on this in Decenber. Stubbornly
hi gh rate of chil dhood poverty.

And even the Child Poverty Task Force
is going to cone out with a recommendation to
increase the child tax credit. So | think
it's a mssed opportunity for us here in this
budget. W have to get to 50 percent in
seven years. This is Year 1 of that seven
If we don't do anything, we are going to be
way behind in doing that.

The existing state child tax credit is
linked to the pre-2017 federal child tax
credit, is that correct?

ACTI NG COW SSI ONER HI LLER:  Yes.

SENATOR GOUNARDES: Can you speak to
why that is, or how that --

ACTI NG COW SSI ONER HI LLER: W - -
right at the end of 2017 the Trunp
adm ni strati on advanced significant
conprehensi ve tax changes, the Tax Cuts and
Jobs Act. And New York had to respond to
t hose changes essentially i mediately as part
of that budget cycle. And, you know, for the

nost part the policy decision that was made
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at the time by the Governor and the
Legi slature was to maintain the status quo
for New York as conpared to federal |aw
before the Trunp tax cuts took effect, and
then go essentially one at a tinme tore --
what we call recouple to the federal |aw,
where we thought that the policy change that
was nade as part of the Trunp tax cuts nade
sense for New York

And so there was essentially a bl anket
decoupling fromthe changes that were being
made by the Tax Cuts and Jobs Act in order to
make sure that the -- that nmany of the
changes that were being driven by that
federal tax legislation didn't disturb the
policy choices that New York had al ready
made.

SENATOR GOUNARDES: You will find no
di sagreenent fromne in questioning the
wi sdom of some of the Trunp tax cuts.

However, the 2017 |aw al so increased
t he maxi num anmount of the credit from $1, 000
to $2,000 per child, yet |owered the
refundability threshold from 3,000 to 2500
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and essentially doubl ed the phaseout
thresholds. Which the totality of all those
choices in the 2017 | aw was a nore generous
federal tax credit, but the state is not

mat chi ng or neeting that nonent. And the
state tax credit right nowis capped out at
$500 per child.

So |I'm concerned that we have not
t aken advantage of our own tool in our
tool kit through state tax policy to match the
nore generous -- Or cone near or nearer the
generosity of the federal governnent,
especially when we know t hat New York ranks
so persistently high on the scale of children
who live in poverty.

Do we have an estimate or can you
bal | park or has any anal ysis been done what
it would cost to -- if we bring the state tax
code up and we kind of recouple back to the
federal child tax credit standards, what that
woul d cost us?

ACTI NG COW SSI ONER HI LLER:  You know,
| don't know that offhand. | can certainly

go back and ask ny staff to |look at that
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guestion and get back to you.

SENATOR GOUNARDES: Ckay, great. [|'l1
have sone nore questions on the second round.
Thank you.

ACTI NG COW SSI ONER HI LLER:  Sure. O
cour se.

CHAI RMOVAN KRUEGER: Thank you.

Assenbl y.

CHAl RWOVAN VEEI NSTEIN: W go to
Assenbl yman Zebrowski, three m nutes.

ASSEMBLYMAN ZEBROWBKI :  Thank you.

Comm ssi oner, appreciate it. | chair
t he Corporations, Authorities and
Comm ssions, so with only three mnutes |'m
going to have to tal k about the MIA Payr ol
Mobility Tax.

| don't know if you're going to have
all the answers to this, but I would
appreciate if your departnent could supply
nmysel f and the committee with sone additional
information that we probably won't get to in
the three m nutes of a discussion today.

W're interested in sort of the

overall rationale of choosing the payroll tax
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as the way of raising the noney for the MIA

We're interested in how granul ar sort
of the data you have is on who these
busi nesses are, where they are. W're
interested in -- so |'ve heard the estimte
of 5 percent, this is only going to deal with
5 percent of businesses. M understanding is
this increase will apply to those that have
an annual payroll of over 1.736 mllion,
right? The nunber is given in the quarterly
nunber; for sone reason ny brain does it in
an annual nunber.

ACTI NG COW SSI ONER HI LLER:  Sonewher e
around there.

ASSEMBLYMAN ZEBROWBKI : It doesn't
seemvery high to ne. So | guess we would
consider small businesses to be under that.
| would think it would be a nmedi umsized
busi ness to have about a $2 mllion annual
payroll. So just interested in sort of, you
know, being given that data.

Be interested in if there were other
alternatives you considered to fill this gap

for the MIA, why or why not you -- why you
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chose this one and why you didn't choose
t hose.

Interested as to, with that data of
t he busi nesses, right, these |evel of
New Yor k busi nesses, in this category of
5 percent, assuming that's correct, what's
t he mean, what's the nmedi an? W have sone
very | arge busi nesses, sone nedi umsized
busi ness in the MIA district.

And | astly, whether philosophically
you consider all the businesses in the MA
district to be simlarly situated. You
obvi ously have, | think, 12 counties that
make up the MIA district, various |evels of
service, sone that have custoners and
enpl oyees that utilize MIA services, and sone
i ke West of Hudson busi nesses that have no
custoners or enployees that are able to
utilize MIA services.

So those are the type of questions the
commttee has. There's no way you coul d
answer that in three mnutes. So instead, |
decided to list them and rmaybe you coul d get

back to the commttee on them
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Thank you.

ACTI NG COWM SSI ONER HI LLER:  Sure. |
don't think I have tine to answer any of the
guesti ons.

(Laughter.)

ASSEMBLYMAN ZEBROWBKI :  No, | don't
t hink you do either.

CHAl RMOVAN KRUEGER: Sorry.  She
didn't have time to answer.

CHAI RAWOVAN VEEI NSTEI' N:  That ' s okay.
We'll -- not now, but I'll follow up with
that when it's ny turn

ACTI NG COW SSI ONER HI LLER:  Ckay. |
mean, | can answer some of those questions,
but we'll cone back to it? Ckay.

CHAl RA\OVAN VEI NSTEI'N: Yeah, we' ||
cone back to that, then

ACTI NG COW SSI ONER HI LLER:  That's
great.

CHAl RWOVAN VEI NSTEI'N: Senat e?

CHAIl RMOVAN KRUEGER:  Senat or Murr ay.

SENATOR MURRAY: Thank you very rmuch

| think we could have a whol e hearing

on the MIA payroll tax, to be honest.
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But first et ne start, Conm ssioner
Hller, with a statenent. In |ooking at
this, I"'mlooking at us prohibiting the sale
of all flavored tobacco products, and |I'm
| ooki ng at what that's going to cost us:

116 mllion in fiscal year '24, 222 mllion
estimated in fiscal year '25. The Nanny
State rears its head again. And we're so
concerned about health or something, and yet
we're fine with sugar-coated candied THC
edibles in all sorts of flavors. W're fine
with all sorts of flavored al cohol. W now
have al cohol seltzers that we're selling and
generating revenue.

The reason | bring this up is we're
perfectly willing to watch over $100 mllion
go out the door in tax revenue, yet | |ook at
the creation of the tax credit for childcare
creation and expansion. The anmount all ocated
this year is zero. | understand we're
creating it, it's new. But we're giving away
116 million, an estimated 116 mllion in
revenue. Wy couldn't we have kicked that in

qui cker ?
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| also see when it does kick in,
there's a cap, in fiscal year '25 and fisca
year '26, of 25 mllion. For childcare
credits. | nean, we should -- that should be
tripled, quadrupled. And we can't say it's
because of revenue when we're watching a
coupl e of hundred mllion go out the door by
banni ng fl avored tobacco.

Can you speak to that?

ACTI NG COW SSI ONER HI LLER:  You know,
| want to be careful about talking about
heal th policy, because that's definitively
not my -- not ny bailiw ck.

But | do believe that the proposal to
ban fl avored tobacco is part of a broader
effort to curb youth snoking, the costs of
whi ch are incal cul able over the lifetinmes of
t hose children who begi n snoki ng.

So | think that that's first sonething
t hat has to be bal anced over tinme, and I
believe that my health policy coll eagues have
been thoughtful about that.

In terns of the tax revenue inpact of

t hat ban, New York has some of the highest
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t obacco taxes in the country. And that's

al so part of a calculated effort to try to
curb youth snoking by maeking the -- naking
cigarettes that nuch further out of reach for

young peopl e.

SENATOR MURRAY: |'msorry, | have
to -- you know, only because | have one nore
guesti on.

ACTI NG COW SSI ONER HI LLER O
cour se.

SENATOR MURRAY: And by the way, we
upped the tax last time and | ost revenue
because -- but not because people quit. They
went ot her places. But really quickly --

ACTI NG COW SSI ONER HI LLER:  But
children don't. That's part of the
chal | enge.

SENATOR MURRAY: Real quickly, and to
| ocalize, Suffolk County had a ransomnare
attack on its website. | want to know, is
there going to be any kind of an inpact
because of that in regards to rebates or STAR
rebates or anything like this. WII there be

any inpact, or are we okay?
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ACTI NG COW SSI ONER HI LLER:  We don't
antici pate any inpacts.

Staff at the departnment have worked
with staff in Suffolk County about -- there
are a nunber of places where we interact with
county government. That includes property
tax issues. It also relates to like rea
estate transfer tax issues and recording tax
i ssues.

And we've been working with themto
sort of smooth through the inpacts of the
ransomwar e attack.

SENATOR MURRAY: (kay, thank you so
much.

CHAl RMOVAN KRUEGER: Thank you.

Assenbl y.

CHAl RAOVAN VWEI NSTEI'N:  Yes, we go to
Assenbl yman Di | an.

ASSEMBLYMAN DI LAN:  Thank you
Madam Chair. And thank you, Conmi ssioner.
"1l get right to nmy questions.

In the budget proposal -- we covered
some of this at the first hearing on Monday

as it relates to the MIA and its potenti al
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| ocal share of revenue fromthe three

downst at e casinos. Can you give me nore

background on how that revenue is going to be

split? Are they going to get a hundred
percent of the revenue or are they going to
split with the state and the General Fund in
some forn? Could you give ne nore detail?

ACTI NG COW SSI ONER HI LLER: | wi sh
coul d answer that question, but it is
definitely not in nmy lane. |'mnot part of
that part of the budget where we're talking
about a new casino and how that revenue is
going to split out, because the
Tax Departnent doesn't have any role in that
process.

| can certainly bring it back to ny
col | eagues and ask themto --

ASSEMBLYMAN DI LAN:  Maybe that was
probably nore appropriate for Monday. But
the question list --

ACTI NG COW SSI ONER HI LLER:  Sure, of
course. | wish | knew, but | just don't.

ASSEMBLYMAN DI LAN:  The question |i st

for Monday was extensive, so | figured it
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m ght be faster here.

ACTI NG COWM SSI ONER HI LLER:  It's
worth a shot.

ASSEMBLYMAN DI LAN: Al so have a
guestion on sone of the changes you're making
to the collection of local sales tax in terns
of making the | aws permanent. Wat's the
rational e for doing that?

And how is New York Gty included in
that? According to ny docunents, it's 57
counties outside of New York City. Howis
New York City treated with respect to that in
either the existing |aw or sonme other --
sonmething el se that's not here?

ACTI NG COW SSI ONER HI LLER:  So first,
with regard to New York City, New York has
per manent authority to -- sorry. Wth regard
to New York City, New York City has pernanent
authority to collect its sales tax. It
doesn't cone up for renewal every two years
or every three years |like the sales taxes in
ot her counties do.

The Executive has |ong proposed to

make the state authorization for |ocal sales
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taxes permanent at their current rates. That
certainly would never preclude the
Legi sl ature from consi dering and enacti ng
changes to the existing rates.

But the -- sales tax has increasingly
becone a central revenue streamfor counties,
and so there's uncertainty about that.

ASSEMBLYMAN DI LAN: | get the answer.
| want to try to squeeze in -- because, you
know, it would be great for us because it
saves us a lot of tine at the end of session.

But would New York City then, under
this proposal, get the right to be autononobus
in the 1 percent increase that the other
counties woul d have | ocal authority to do?

ACTI NG COMW SSI ONER HI LLER:  So ri ght
now New York City already has the authority,
wi t hout com ng back to the state, to do it.
And that woul d be continued under this
pr oposal .

ASSEMBLYMAN DI LAN: | get that part.
But the newlaw is going to allow the 57
ot her counties the autonony to increase by 1

percent above the state rate. WII| New York
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City get that sane right?
ACTI NG COMW SSI ONER HI LLER:  So New

York City's already above that rate. So the
state-based rate is 3 percent. Mst counties

in the state are already at 4 percent or over

4 percent, and New York City already is as
wel | .

ASSEMBLYMAN DI LAN:  CGot it. Thank
you.

CHAl RWOVAN WVEI NSTEI' N: Senat e.

CHAI RMOVAN KRUEGER: Thank you.

Senat or Tom O Mar a.

SENATOR O MARA: Thank you.

Good afternoon.

ACTI NG COW SSI ONER HI LLER:  Good
af ternoon, Senator.

SENATOR O MARA: Last year we
accel erated the mddl e-class tax cut,
income tax cut. Wth inflation |last year,
this year, you know, bracket creep is
becom ng a significant issue in that.

Are you supportive of indexing our
income tax brackets for inflation to limt

the inmpact of this bracket creep?
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ACTI NG COW SSI ONER HI LLER:  You know,
one of the great things about being the Tax
Comm ssioner is that we adm nister the policy
choi ces of the Governor and the Legislature.

And, you know, | certainly understand
an argunent for indexing for inflation.
can al so say that, you know, New York's tax
brackets are very, very concentrated in the
low income. 1In the |lowincone there are
several very, very, very |lowinconme brackets.
And then we start having very, very, very
wi de brackets. So, you know, one could al so
cont enpl at e addi ng additi onal brackets to add
additional progressivity into the tax, for
exanpl e.

| think there are lots of ways that we
coul d consi der changing the current incone
tax rate structure to address that kind of
creep. And it mght include indexing, but it
m ght i nclude other ways of adjusting the
brackets.

SENATOR O MARA: Thank you

| would | guess request that you have

some di scussions along that line --
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ACTI NG COMWM SSI ONER HI LLER:  Sure. O
cour se.

SENATOR O MARA:  -- with the
adm nistration and try to get sonething
nmovi ng on that.

One issue that's been a nui sance
lately is these marijuana sticker shops
across the state, cash businesses gifting
marijuana. What is the departnment doing with
regards to assuring they're paying taxes on
this, both incone and sal es taxes?

You know, we've had | aw enforcenent
raid these entities that are operating in a
gray nmarket. Law enforcenent, district
attorneys are kind of in a quandary of how to
deal with these. | know one DA at least is
| ooki ng at enforcenent of tax -- of not
payi ng taxes.

But, you know, we've got one in Elmra
that gave away three cars as incentives for
people to shop in their business. Three
brand- new aut onobi | es. Anot her one went up
to the rooftop of their store and threw

$10, 000 in cash out to their custoners in the
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par ki ng | ot.

What is the state doing -- first of
all, they're not doing anything to shut these
t hi ngs down ot her than sending a
cease-and-desi st letter, which is useless.

But what are we doing to at |east collect tax
revenues on these businesses that are
operating this way?

ACTI NG COMW SSI ONER HI LLER:  So, one,
you know, | certainly understand your
frustration around cannabi s tax enforcemnent.

One of the things that -- | think
there are a | ot of assunptions about what the
Tax Departnent can do around the enforcenent
of cannabis taxes. But the original
| egi slation that was enacted didn't really
give the Tax Departnment the kind of authority
we woul d need to undertake cannabis
enforcenent the sanme way we undertake tobacco
tax enforcenment, for exanple

And that discussion began -- | think
towards the end of |ast session there was
| egi sl ation kicking around that woul d expand

our authority and nmake cl earer when the
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Tax Departnent can walk into a store and
begin to search it and try to find illicit
cannabi s and the |ike.

And | would anticipate that those
di scussions are going to continue in this
sessi on, because at the end of the day the
Tax Departnent has robust -- deep experience
in enforcing tobacco taxes, and we understand
t hat the consensus seens to be that the
Tax Departnent will be playing a significant
role in the future. But --

SENATOR O MARA: Wl |, you could go
into a convenience store and -- with
enforcenent actions on their failure to pay
sal es taxes. All sorts of things.

So regardl ess of them giving marijuana
out, they're selling stickers for whatever
price. And they're not paying taxes on that.
Shoul dn't there at |east be enforcenent
actions taking place to make sure that
they're at |east paying taxes on the sal es of
t hese stickers?

ACTI NG COMW SSI ONER HI LLER:  So first,

you know, | can't speak to any specific audit
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or enforcenent activity around that. But
woul d say we would definitely have an
expectation that a convenience store that is
selling stickers, whether for a dollar or for
$10 or for $100, is collecting sales tax from
its custoners on that sale.

And that -- that's definitely -- but
there's a -- that doesn't happen. W don't
get that information i mediately. Those
conveni ence stores are going to file their
tax returns quarterly, it's going to be
| unmped into their larger return. And so we
can go out and take enforcenent action about
i ndi vi dual ones, but there's a civil
structure for that enforcenent action where
we send thema notice and we tell themthat
they owe nore taxes. And then, you know, it
goes through a process that sonetines takes
many years on the civil side.

We don't have tax crines around
cannabis yet. W have had tobacco
enf orcenent actions where we have happened to
find cannabis in the course of tobacco

i nspections, and that has |l ed to cannabis
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arrests. And we're working closely with our
| aw enforcenent partners to make sure that
t hat happens when we -- when we find cannabis
in the course of our enforcenent activities
for other taxes.

CHAI RMOVAN KRUEGER: Thank you.

SENATOR O MARA: W shoul d be tracking
t his cash, whether it's cannabis or not.
There's boatl oads of it when they raid these
pl aces. They're doing over $100, 000 a week.

CHAI RMOVAN KRUEGER: Thank you, Tom
O Mar a.

Assenbl y.

CHAI RWOVAN VEEI NSTEI'N: Assenbl ywonan
Shi nsky.

ASSEMBLYWOMAN SHI MSKY:  Thank you very
much, Madam Chair.

And t hank you for joining us,
Comm ssioner. | salute you for doing nore
digitization. | think noving into the
21st century is a good idea.

Were there any reductions in any of
our budget lines taken fromthe cost savings

we m ght anticipate fromnot having to do




© 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

50

mai | and things |like that?

ACTI NG COW SSI ONER HI LLER:  Not vyet.

ASSEMBLYWOVAN SHI MSKY:  Not yet.

ACTI NG COW SSI ONER HI LLER:  You know,
|"m-- you know, we're actually focused on
hel ping -- we're trying to -- we are really
good at hol di ng taxpayers accountable for
having failed to denonstrate their
eligibility for benefits, and we're trying to
do a better job of helping to make sure that
t hose taxpayers are able to claimthe
benefits that they're entitled to. Because
for better or for worse, the Covernor and
Legi sl ature have chosen the Tax Departnent to
deliver a broad range of |owinconme supports
to working famlies.

And so we're trying to hel p nake sure
that we can do better with taxpayers and help
themconply. It's frustrating to ne, as the
general counsel of the Tax Departnent, that
we can ask a taxpayer to provide a birth
certificate for a child to denonstrate
eligibility, and they don't. W go through a

remedi ati on process and they don't produce
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it. W go to a hearing before an
adm ni strative |aw judge, and suddenly
there's the birth certificate.

And | have to assume that that's
because that famly didn't feel confortable
mailing us the birth certificate. And so we
have to try to find other ways to make it
possi bl e for taxpayers to answer the
guestions that are reasonabl e questions about
their eligibility for the benefit, but do so
in away that is easier for themto conply
and that will ultimately | ead us to spend
nore noney on those credits.

ASSEMBLYWOMAN SHI MSKY:  And presunmabl y
it will take a ot less noney if they could
just email you the birth certificate as
opposed to calling a hearing.

ACTI NG COW SSI ONER HI LLER: | woul d
certainly hope so, in the long run. But |
think that that woul d be something that woul d
pl ay out over tine.

ASSEMBLYWOVAN SHI MBKY:  Ckay. Ckay.

And how many nore frontiers do we have

to goin terns of digitization?
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ACTI NG COW SSI ONER HI LLER: 1 think
that -- you know, I'mreally excited about
our | T nodernization effort because our
platforns are on 40-year-old technol ogy. But
for exanple, we would like to be able to
i ssue notices in Spanish. But our
notices are currently hard-coded, and that
nmeans that every time we change a word, it
requi res decoders to go in and change t hat
word in every variation of that notice.

And so the possibility of naking those
ki nds of junps in our engagenment and in our
service to taxpayers, really sort of depends
on us replatform ng that technol ogy so that
we have a different kind of flexibility
around how we work

ASSEMBLYWOVAN SHI MBKY:  Ckay. \What
per cent age of our budget are our cash
reserves at this point, and what is
considered -- what is the range of
acceptability?

ACTI NG COW SSI ONER HI LLER:  You know,
| don't know that answer. | know that we're

hoping to be at $20 billion at the end of
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this cycle. But | think it's a $227 billion
budget. Sonme of that is federal funds, so |
think I would probably separate them out
before I went down to the state.

So we're -- we're -- | can't give you
that nunmber. But we're making significant
progress in making sure that we have a rainy
day fund that would help us if we saw a
significant econom ¢ downturn

ASSEMBLYWOMAN SHI MBKY:  Ckay, great.
Thank you.

CHAI RWOVAN VEEI NSTEI' N: Thank you.

To the Senate?

CHAI RMOVAN KRUEGER: Thank you.

| think it's me at the nonent.

So | was very pleased to see in the
Governor's budget a nodernization of the
definitions of SCRIE, Senior Citizen Renting
| nconme Exenption, an incredibly inportant
programin the City of New York and a few
ot her counties for freezing elderly
people's -- low incones -- rent.

The landlord gets it through a

property tax deduction, so | andlords al so
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like it, soit's awn/wn. And this would,
at local option, give the locality the option
to no | onger count Social Security incone
towards incone, which | think is huge for the
City of New York.

Does this include SSD and SSI in
addition to Social Security retirenent funds?
Is it your understanding it woul d?

ACTI NG COW SSI ONER HI LLER: | don't
believe that it does, but | don't believe
that the current definition does either.

CHAl RWOVAN KRUEGER:  You don't think
it does.

ACTI NG COW SSI ONER HI LLER: | wil |
have to get back to you on that. |'msort of
wor ki ng fromnenory. But | believe that we
were pretty closely tracki ng what the
original definition was, but trying to
sinplify it by matching it to clear elenents
on the tax return.

| "' m happy to go | ook at that question.
| nmean, because we've heard peopl e ask us
about whet her we should be noving to sinplify

the income definition for the disabl ed
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exenptions --

CHAl RMOVAN KRUEGER: That was ny
second question, why not do the sane thing?

ACTI NG COW SSI ONER HI LLER:  Yeah
whi ch has -- because it -- the definition
doesn't exactly match now. And so |'m not
sure that we woul d necessarily want to see it
exactly match the senior citizen exenption
goi ng forward.

But I"'mcertain that there are
opportunities to sinplify that as well, in
ways that woul d make it easier for people who
shoul d be getting those exenptions to be able
to denonstrate that they're eligible for
t hem

CHAl RWOVAN KRUEGER:  So | woul d | ove
your help to do that to -- and | think I can
probably get New York City to support it as
wel |, because we see this as both prograns an
incredibly effective tool to help keep the
el derly and disabled in their hones.

Because, guess what, we don't have anywhere
else for themto go. W want to keep themin

t heir hones.
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So | appreciate your followup on
t hat .

Then there's a section that extends
the property tax exenption or reduced rates
for REITs, real estate investnment trusts.
Wiy? | nean, we actually have probl ens
nationally with REITs purchasing up the
housi ng stock, both single-fam |y houses and
multifam|ly dwellings. Wth all due respect,
not necessarily knowi ng what they're doing in
real estate, so they cause all kinds of
probl enms for people. And now why are we
giving thema reduced tax rate?

ACTI NG COW SSI ONER HI LLER: | believe
that that reduced tax rate -- so nornmally you
pay $2 per $500. And the reduced tax rate
for REITs is $1 per $500. | believe that
that's tied to sone of the formation and
initial acquisition of properties where the
seller of the property is becom ng an owner
of the REIT. And so it's part of -- it's
part of -- you know, there's a structure
there where the grantor is getting an

ownership interest in the REIT that's at
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| east 50 percent of the value of the property
t hat cones in.

It's a conplicated formula. It's been
in place since 1999. | think that the
proposal to extend it is because it has
becone part of the baseline for the financial
operations of those REITs, especially -- and
this isn't just that they're acquiring an
i nvestment property. There's an ownership
transaction that's part of the transaction.

CHAI RMOVAN KRUEGER: So do you think
there are private owners who are noving it
into a REIT nodel so they can reduce their
t axes? Because you said it's sonetines
transferring to thenselves within a REIT.

ACTI NG COMW SSI ONER HI LLER:  No, |
think that the -- it's the grantor, the
seller of the property, is becom ng an owner
of the REIT as part of it. | -- 1 can't
i mgi ne that there's that nmuch tax advant age
to -- that would drive sonmebody to enter into
the REIT when there are so many ot her tax
avoi dance opportunities avail abl e.

CHAI RAMOVAN KRUEGER: Wl |, apparently
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it cuts their rate in half, so there probably
is a significant saving to them

ACTI NG COW SSI ONER HI LLER:  Ri ght,
but we're -- but we're -- you know, so |
t hi nk, depending on the scale of the
bui l di ng, that could make a difference. And
certainly this is a policy choice that the
Governor and -- that past governors and past
| egi sl atures have been maki ng for decades.

| think that CGovernor Hochul is
proposing to maintain the status quo for the
i ndustry, and ...

CHAIl RAMOVAN KRUEGER:  So will you be
able to tell me how much noney in REIT taxes
we are collecting so that | can cal cul ate how
much we woul d be collecting if they paid the
sane rate as everybody el se owni ng property?

ACTI NG COW SSI ONER HI LLER:  You know,
|''mnot sure that | can. | nean, we can
certainly look at that question. |'m not
sure, though, that we'd be able to do that
because | -- we'd have to go through rea
estate transfer tax filings in a different

way than we nornally do.
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But we can certainly | ook at that
guestion and get back to you with what we do
know and what we don't know.

CHAl RMOVAN KRUECGER: | woul d
appreciate that. Thank you.

So there's a proposal, and | think
it's been made in previous years and rejected
by the Legislature, to allow the Departnent
of Taxation and Finance the right to appeal a
tax appeal tribunal deci sion.

ACTI NG COW SSI ONER HI LLER:  Yes.

CHAl RWOVAN KRUEGER: W have a tax
appeal tribunal so that when taxpayers
bel i eve that the wong decision has been made
by the department, they can go to soneone for
appeal .

That someone is a group of people that
t he Governor has actually appointed, | guess
with confirmation by the Senate. So these
are governnent appoi ntees who are supposedly
i ndependent but know edgeabl e about Tax Law,
saying, Sorry, the departnent was right, you
can try to go to court, that's your right.

O no, you're right, the departnment nade a
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m st ake.

So now you want the power as the
department to go to court if the tribuna
rul es against you. | just think that's a
dangerous policy road to go down. Do you
lose a lot of these fights with the tribunal?

ACTI NG COW SSI ONER HI LLER:  No,
actually we win nost cases that cone before
the tribunal. But that's because in nost of
t he cases that cone before the tribunal --

CHAI RMOVAN KRUEGER: Can you hol d the
m crophone cl oser?

ACTI NG COW SSI ONER HI LLER:  Onh, I'm
sorry. Sure.

We actually win nost of the cases that
cone before the tribunal, but that's because
in nost of the -- you know, taxpayers can
appeal as of right, but in nobst cases the tax
treatment was actually pretty clear.

And al t hough taxpayers have the right
to protest that they should get that credit
even though the Tax Departnent denied it,
the -- often the -- there are really bright

I ines and the taxpayers advanci ng an appeal,
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often pro se, and it's just part of the
busi ness of the tribunal.

But at the sane tinme, there are
certainly other issues that cone before the
tribunal that are much nore conpl ex, that
i nvol ve different kinds of questions about
t he Tax Law or about the Constitution, the
state Constitution or the federal
Constitution, about whether or not the state
is appropriately exercising its taxing power
under the Constitution.

And in those cases, people in good
faith can have a different opinion about what
the right answer can be. So an
adm ni strative |law judge nmay have ruled for
t he departnent, and the Tax Appeal s Tri bunal
may have not ruled for the departnment. |In
that case, the tax |aw judge ruled for the
departnment and the tribunal did not.

And | think the question that we're
facing as we go forward is whether -- if the
guestion is, for exanple, whether the state
is appropriately exercising its taxing power

vis-a-vis other states, whether or not that
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deci sion should be a decision that rests with
t he Tax Appeal s Tribunal or whether it should
properly be heard by state and federal courts
as a question of constitutional |aw for the
country.

CHAl RMOVAN KRUEGER: | still think
it"'s alittle bit of a slippery slope for us
to have an agency that challenges its own
tribunal on appeals.

ACTI NG COMW SSI ONER HI LLER: | think
the -- you know, one thing I would say is
that there are 32 states that have an
equi val ent i ndependent admi nistrative tax
court. In all but two of them the tax
agency has a right to appeal. The nodel ABA
| egislation for a tax appeals tribunal has an
agency right to appeal.

In the two states that don't have a
right to appeal: Delaware, the tax agency
can renove a case to its trial courts, in the
first instance; and in California, there are
constitutional limts on the authority of a
tax agency to render decisions on

constitutional questions.
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CHAI RMOVAN KRUEGER: Thank you.

Fol Il owi ng up on ny col | eague Senat or
O Mara's concerns about the illegal cannabis
stores -- and | amshare his frustration,
trust ne. And we have been working with the
Governor's office and your department on
getting a stronger |law out there to give nore
tools to your agency, OCM police, sheriffs,
et cetera. And hopefully that will happen
soon.

But | also just want to point out that
there are tools that not every county knows
they could be using. New York City just this
week started sending out letters to |andlords
who rent to illegal cannabis stores, pointing
out that they're violating the | aw and t hat
we're going to force eviction of those
facilities. So that's one option.

There's al so sonething called the
Public Nui sance Law that's been on the books
forever and actually was used very
effectively to close down illegal |iquor
| ocations throughout our New York State

history. That's also on the books that could
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be used. And sheriffs have conme up with sone
very creative ideas -- I'mgoing to stop

But for Senator O Mara and your
counties, |I'd be happy to sort of suggest al
of those for now

Thank you. Thank you. Assenbly?

CHAl RMOVAN VEI NSTEIN:  So we go to
Assenbl yman McDonal d.

ASSEMBLYMAN McDONALD:  Thank you,
Madam Chai r.

Amanda, good to see you.

ACTI NG COW SSI ONER HILLER: Nice to
see you.

ASSEMBLYMAN McDONALD:  You know, tax
policy is just so interesting. Although the
crowd here doesn't denonstrate that. It's a
little light in attendance. And, you know,
it's actually interesting because obviously
we need revenue to support our operations,
but it's always an exercise in human behavi or
t oo, because every change has an inpact
somewhere al ong the I|ine.

You know, there's been a |ot of

conversation going on about the policies we
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put in place and people are going to | eave
New York State. And even though our

popul ation's over 20 mllion people, so it's
grown over the |ast decade, there have been
conversations about people |eaving. And sone
people are fearful that our policies cause
that problem [|I'mnot saying | agree or

di sagr ee.

| guess ny question -- and | |oved
your comrent earlier about, you know, the
Legi sl ature and the Executive make the
policies. But does the departnment have a
mechani smin place to actually neasure if our
policies are causing people to | eave? You
know, particularly gets into the wealthy.

Do we -- | knowit's not sinple, by
any stretch of the imagination. But are we
able to track how nmany m | lionaires and
billionaires are leaving? |Is that sonething
t he departnent has the ability to do?

| don't think it's a candid report, to
be honest with you.

ACTI NG COMW SSI ONER HI LLER:  Certainly

it's not a candid report. You know, we are
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absol utely aware of the conversation at |arge
about mgration out of New York. There are
nmedi a reports all the time about the U Hau
vans going to Florida and the Iike. And we
are certainly looking at mgration as part of
our general analysis of other tax trends.

| can say that, you know, we have
access to I RS data that runs through 2020, we
have access to state tax filing data that
runs through tax year '21, and we see people
| eaving New York at a greater pace. W saw
the -- during 2020, the height of the COVID
pandem c, we saw a hi gher |evel of
outm gration than we had seen in previous
years. W saw that nodulate in 2021. W
al so saw sonme of the highest-incone
New Yorkers leaving at a greater rate in
2021.

But we don't know yet what that's
going to look like in 2022. One year doesn't
make a trend. We know that people were
responding to COVID in 2020, and we don't
know yet whet her people are going to be --

whet her those trends are going to revert back
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to historic levels in 2022. W'Il|l know that
better this tinme next year.

But what | will say is that there's a
ton of data on our website. W have tax
facts on our website that include income tax
and migration data and the |ike, that --
where you see the trends that we're seeing.

ASSEMBLYMAN McDONALD: | thank you for
that. Only because from ny perspective,
there's a ot of good things we want to do
for everybody throughout New York State, but
we need all hands on deck. And we need
everybody doing their fair share.

Thank you.

CHAI RWOVAN VEEI NSTEI' N:  Thank you.

To the Senate.

CHAI RMOVAN KRUEGER:  Senat or
Gounar des, second round, three m nutes.
Thank you.

SENATOR GOUNARDES: Thank you.

Thank you agai n, Conm ssioner.

Going back to ny -- our favorite
subj ect, you know, | just want to point out

the state's tax credit for children exenpts
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children age zero to four, the neediest
children, children who are at the tinme when
they need it the nost.

It al so does not allow for those with
the | owest incones to receive the highest
val ue of the credit, which right nowis only
capped at $500, which is very low. The cap
itself is low, and it al so excludes hundreds
of thousands if not mllions of children
because of their parents' immgration status.

So earlier there was an assertion nade
that New York State is overly generous wth
the child tax credit, or that we do a | ot
already. And | think we can -- we do sone.
We can certainly do a lot nore on that.

| want to ask a technical question.
You tal ked about the technol ogi cal changes in
t he agency and how you're able to be nore
efficient and be able to do a ot nore direct
deposit and a |lot nore without having to mail
checks back and forth.

Does the agency right now have the
ability -- or can the agency issue credits or

refunds el ectronically at any tinme throughout
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the year? O do they have to do it around
certain periods of tine?

ACTI NG COW SSI ONER HI LLER:  We don't
have that ability right now And | -- and
|"mnot sure that we're -- if we're talking
about those sane |lowincone famly incomne
supports, like the child credit or the Earned
| ncone Tax Credit, |'mnot sure whether we
will ever get to that place. | think there
are a range of chall enges around that.

And first I want to clarify, | don't
t hi nk our benefits are overly generous by any
means. But | do know that we are providing
significant -- we spend significantly in
t hose areas of our budget.

But one of the challenges that we have
is that first there's a general problem of
many of these famlies are bei ng unbanked.
And there's a -- there's | think a |ot of
bri ght people are thinking about how to
address the chall enges around famlies that
are unbanked. But we can't send an
el ectronic direct deposit to sonebody who

doesn't have a bank account to receive it.
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SENATOR GOUNARDES: But we can send
sonmeone a check in April, we can mail soneone
a check in Septenber, we can nail soneone a
check in Decenber, COctober. W can also mail
a check, right? W have the ability to send
out credits to people either via paper or
el ectronically at any point. O you're
sayi ng maybe not for certain popul ati ons.

But we don't lack for the ability to
date a check in Septenber and mail it out
Sept enber 30th, right?

ACTI NG COW SSI ONER HI LLER: W
actually -- we mail checks out all through
the year. | think the -- there, the
challenge is the structure that we're using
to determine the eligibility for that credit.

SENATOR GOUNARDES: Sure. And in ny
| ast 10 seconds, | appreciate your answer and
| have to follow up with you on that.

ACTI NG COW SSI ONER HI LLER:  Ckay.

SENATOR GOUNARDES: The chil dcare tax
credit being proposed is based on what we
enacted |l ast year in New York City. Do we

have any data to show how that's worked in
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New York City before we expand it statew de?

ACTI NG COW SSI ONER HI LLER:  No.
Because the tax cycle just -- we're getting
those returns now. 1It's going to be a year
or nore before we know.

SENATOR GOUNARDES: Thank you.

CHAl RAOVAN VWEI NSTEI'N:  We go next to
Assenbl yman Mandani .

ASSEMBLYMAN MAMDANI :  Thank you.

In your testinony you wite, quote:
Many of the tax proposals in this budget
address issues of equity and fairness.

In that sanme budget, the Governor has
effectively proposed a fare hike for the MIA
to $3. Do you think a $3 fare is equal or
fair?

ACTI NG COW SSI ONER HI LLER: | can't

speak to that. | really can't speak to that.

ASSEMBLYMAN MAMDANI @ That's okay.
"1l nmove on to the next question, in the
interests of tine.

A $3 fare places a disproportionate
burden on | ower- and m ddl e-i ncone

New Yorkers to fund the MIA | n econom c
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terms, would you characterize that as a

regressive policy?

ACTI NG COW SSI ONER HI LLER: | al so
don't think I can speak to that. | really
don't feel like |I have enough information to

even begin to conment on that.

ASSEMBLYMAN MAMDANI :  On whet her or
not a tax of service is a regressive policy?

ACTI NG COW SSI ONER HI LLER: | think
it depends on the service. | think it
depends on a lot of factors. And | really
don't feel like | can speak to that.

ASSEMBLYMAN MAMDANI :  Ckay. So |I'Il
nove on to taxes, then.

ACTI NG COW SSI ONER HI LLER:  Thank
you.

ASSEMBLYMAN MAMDANI @ I n your
testinmony you justified the extension of the
current corporate tax rates by saying that it
keeps us, quote, conpetitive relative to
rates in other states, and in particular to
our nei ghbors.

The current tax rate you're referring

toin New York is 7.25 percent. But
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New Jersey's corporate tax rate is at

11.5 percent. The corporate tax rates
proposed by Senator Hoyl man-Si gal and

Assenbl ynenbers Kel |l es and Shrestha woul d
bring us closer to New Jersey's and rai se

$9 billion in additional revenue, which would
be enough to freeze the fare at $2.75, fund
six-mnute train service, nmake buses free
across New York City, and still have billions
| eft over for other critical needs.

Wul d this not be appropriate policy?

ACTI NG COW SSI ONER HI LLER:  Agai n, ny
role is to adm ni ster the policy choices that
you and your col |l eagues nake with the
Governor. And if ultimately the policy
choice is to change that tax rate, we wll
absolutely adm nister it.

ASSEMBLYMAN MAMDANI @ You have no
preference or ability to conment upon whet her
sonmething is regressive or whether a certain
amount of tax rate would then be able to be
fund certain essential services?

ACTI NG COW SSI ONER HI LLER:  Look,

certainly, if you have nore revenue, you can
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fund nore services. But you can al so take
t he sane revenue and divide it differently to
fund different services.

| think the State Budget is a |arge
budget; there are a ot of policy choices
represented in the budget every year.

ASSEMBLYMAN MAMDANI :  Thank you.

As we close, I'd just like to point to
the five active proposals to tax the rich,
whi ch are all progressive policies, those
t hat acknow edge that individual and
corporate tax burdens should increase with
your wealth. W have a healthy, stable tax
base that can expand through these proposals,
especially, to quote you, as we face risks on
t he hori zon.

Thank you very much

CHAI RWOVAN VEEI NSTEI'N: Thank you.

Senat e?

CHAl RWOVAN KRUEGER: | believe we're
done.

CHAI RWOVAN VEEI NSTEIN: We still have a
few.

Assenbl yman Mankt el ow.
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ASSEMBLYMAN MANKTELOW  Thank you,
Madam Chai r.

Comm ssi oner, just a question back on
cannabi s.

ACTI NG COW SSI ONER HI LLER:  Sur e.

ASSEMBLYMAN MANKTELOW  So | was
| ooki ng through the budget, or the proposed
budget. | see no revenue side for the sale
of cannabis. Wy is that? O am|l just
mssing it?

ACTI NG COW SSI ONER HI LLER:  You know,
| don't know what the nunber is offhand, but
| believe that the financial plan anticipates
revenue from cannabis. | don't know that
nunmber of f hand, but | believe it's there.

It's not in our part of the budget, so
| don't know that nunber offhand. But |
believe it's part of the financial plan that
we will be receiving tax revenue fromthe
cannabi s t axes.

ASSEMBLYMAN MANKTELOW  Ckay. So |
guess ny second question is, as both Senators
had made nention, you know, we have peopl e

that are expanding their businesses in our
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districts selling cannabis, in any way they
possi bly can. Wat's going to happen with

t hat anount of sales? WIIl we ever be able
to tax that?

ACTI NG COW SSI ONER HI LLER:  You know,
| think that -- you know, so first, | would
say it's the early days of |egal cannabis
sales in New York. W've just had the first
coupl e of |icensed cannabi s shops opening up
just in the last several weeks or the |ast
coupl e of nonths.

And, you know, certainly there is
clearly a demand for those stores. The --

t hat hopefully, over tine, will help nove
folks awnay fromthe illegal cannabis market
that grew up before those | egal stores were
open.

The Tax Departnment -- if we ultimately
receive the statutory authority to do so, the
Tax Departnent will pursue cannabis
enforcenent the sane way we pursue tobacco
enf orcement now.

We don't have that authority now

But, you know, assum ng we get that
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authority, we will take that work on.

ASSEMBLYMAN MANKTELOW And if you do
receive that authority, how far back can you
go?

ACTI NG COW SSI ONER HI LLER:  You know,
| think it's hard to go -- | nmean, in terns
of the tax liability for the sales, folks are
finding clever ways to sell cannabis |ike
selling stickers and giving cannabi s away
with the stickers. That sticker sale is
subject to sales tax today. And there's
enforcenent action around that that we can be
taking, but it has to be taken in the course
of ordinary sales tax enforcenment actions.

There are -- those ki nds of
opportunities we have, we can go back severa
years.

ASSEMBLYMAN MANKTELOW  So we can go
back for the stickers, but we can't go back
for the cannabis.

ACTI NG COW SSI ONER HI LLER: 1 think
it's going to be harder to go back for the
cannabi s because we don't have the sane ki nds

of information we m ght have about a
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particul ar store's cannabis sales.

The tax structure for cannabis is one
that is based on the amount of THC in a
product. And that, | think, beconmes nore
challenging if what we're trying to do is
col l ect tax on the untaxed cannabis, unless
we actually have that untaxed cannabis in our
hands.

ASSEMBLYMAN MANKTELOW  All right.
appreciate your tinme. Thank you.

Thank you, Madam Chair.

CHAI RWOVAN VEEI NSTEI' N: Thank you.

W go to Assenbl ynman Ra.

ASSEMBLYMAN RA: Thank you.

Thank you, Acting Comm ssioner.

M. MDonald actually covered the
first thing | wanted to ask about, because |
think we did talk about |ast year whether the
department had any data about the increases
in high-earner tax rates we had done back in
2021. And, you know, you said probably
around the time this year, so | think you
al ready detailed that, so | won't go back

into that.
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ACTI NG COW SSI ONER HI LLER:  There's a
ton of information on our website.

ASSEMBLYMAN RA:  Yup, this is great.

And | do want to say, by the way,
al ways -- your staff is always responsive to
constituent requests. CGCoviously |I know a | ot
of us had to reach out in the fall wth
rebate checks and all of that type of stuff,
so | do want to thank you for that.

ACTI NG COW SSI ONER HI LLER:  Thank
you.

ASSEMBLYMAN RA:  One of ny col |l eagues
actually asked if | could ask you a question
regardi ng his proposal to extend the
application deadline for the COVID-19 capita
costs tax credit.

So | know there's still noney out
there for this program And the question he
had was whet her there's been any
conversations or could be any conversations
about maybe having sone flexibility in that
program where perhaps a -- | know it's neant
for, you know, sonething a business had to do

specifically to respond to COVID -- but for a
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busi ness that, say, planned sonme capital not
knowi ng what was com ng and then all of a
sudden got hit with COvVID and m ght be
needi ng assi stance because of that.

ACTI NG COW SSI ONER HI LLER:  Yeah, so
that credit -- first, you're right, there is
nmoney left in that program And the proposal
is to extend the deadline out through
Sept enber .

You know, |'mnot aware that there
have been conversations al ong those |ines,
but | certainly -- | can't imagine that our
econoni ¢ devel opnent -- my econom C
devel opnent col | eagues woul dn't be anenabl e
to havi ng conversati ons about whether or not
that woul d be an appropri ate extension or
expansion of the credit.

| think certainly the intention here
was to hel p busi nesses that experienced
unexpected costs around their COVID response.

ASSEMBLYMAN RA: Ckay. And one of the
| would say main tax-increase proposals in
this budget is the cigarette tax increase. |

nmean, | ook, | think anybody snoking
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cigarettes at this point in 2023 -- | nean,
we're very well aware of all the risks. But

| think these do tend to be regressive. And
| know that our state has a huge problemwth
bl ack market sale of tobacco.

So |'mjust wondering what
resources -- and really, does the departnent
t hi nk you have enough resources if there was
to be even nore bl ack market sale of tobacco
going on that you would have to try to crack
down on so that the state's not |osing that
revenue.

ACTI NG COW SSI ONER HI LLER:  You know,
so, one, | think that, you know, the problem
of untaxed cigarettes in New York is a very
real one, both cigarettes that are brought in
fromother states where the tax rates are
| ower -- and we al so see sone of our
Nat i ve popul ati ons engagi ng i n robust sal es
fromtheir Nation |ands.

And that's -- and that has been an
i nportant revenue source. | think in
Buf fal o, you know, there were sone tax

studies that nost of the cigarettes that were
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bei ng found were Native-brand cigarettes.

| think those challenges are very
real, and certainly we are -- they are front
of mnd at the Tax Departnent because we have
responsi bility for enforcing the tobacco
taxes. And it is -- there's never a shortage
of work in that area.

| think that the proposal to increase
the tax is really about keeping cigarettes
out of reach for young people, and that --
that that is an inportant but different
policy goal. And to sone extent the revenue
loss fromthe increase in the taxes is maybe
| think alittle beside the point, because
t he point of our tax structure right nowis
to keep cigarettes out of reach of young
people. And by increasing it, we're
intending to do that.

| don't -- in that regard, |I'm not
sure that there's always an expectation that
we're going to have all the revenue that
woul d be associated with tobacco sales. But
there's a different policy goal at work.

ASSEMBLYMAN RA: Sure. And certainly
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that's a goal | share, and | think --
actually, | think the state could do a |ot
nore in showing that goal is a priority when
you | ook at what we spend in tobacco
cessation as opposed to what -- a | ot of
ot her states, and where many advocates
bel i eve we shoul d be.

So thank you, Conmi ssioner.

ACTI NG COW SSI ONER HI LLER:  Sur e.

CHAI RWOVAN VEEI NSTEIN: So | believe
|"mthe |ast one. And some of the questions
| was going to ask have al ready been asked,
so that's why | go |ast.

But just to follow up on what
Assenbl yman Zebr owski was asking, we would
like to have real granular data as to the
nunber of businesses that the nobility tax,
the increase, the .16 percent nobility tax
woul d inmpact. And if that information could
be broken down by the nunmber of businesses in
each county, each of the counties of the
nmetropolitan commuter transportation nobility
tax region.

ACTI NG COW SSI ONER HI LLER:  So |I'm
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not sure that | can break it down as
granularly as by county. And that's because,
you know, these are payroll taxes, and an
enpl oyer that nay be based in New York City
may have enpl oyees that are working in
different parts of the MIA region. And so
just being able to pinpoint the |ocation of

t hat business may not tell us where each of

t hose enpl oyees i s worKking.

Unl ess -- so unless we're actually
undertaking an audit of that particul ar
enpl oyer, we aren't going to be able to
determ ne whether they've gotten that right,
how many of those enpl oyees were in each
particular -- each particular county.

But we can ballpark it.

CHAI RWOVAN VEEI NSTEI'N: The busi nesses
that are within those various counties, that
you have.

ACTI NG COW SSI ONER HI LLER:  Sur e.

But they're paying based on -- so a business
that is based in Buffalo that has enpl oyees
in the MIA region is paying tax on the

enpl oyees that are working in that region,
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even though if on paper that's a Buffalo
busi ness.

Soit's alittle hard to get that
granular. W -- we can -- we can get kind of
wi ndow cl ose, though. W know that there are
about 450, 000 busi nesses operating in the
MIA zone. W believe about twenty of -- |
t hi nk 20, 000 of them would pay the top rate.
That top rate would apply to businesses that
have a weekly payroll of about $33, 000 or
hi gher in a weekly payroll.

And that that -- for a business at
that level, which is the start of that tax
bracket, that's about an additional $53 in
tax on a $33, 000 payroll.

CHAl RAOVAN VEEI NSTEI'N: Ckay. Thank
you.

And to follow up on -- | guess
Senat or Gounar des was tal ki ng about the
corporate -- we've had a couple of people
tal ki ng about the corporate tax. Have you --
do you antici pate any behavi oral changes in
New York's corporate franchi se taxpayers

going forward if we continue the increased
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rate?

ACTI NG COW SSI ONER HI LLER:  You know,
| don"t. | don't think we anticipate that.
W're continuing a rate that is, as | said,
conpetitive with those of our neighbors. W
are -- our tax rate is not as high as sone of
our nei ghbors.

And so | think that that -- we don't
expect that we woul d see changes in behavior
as a result of that.

CHAI RWOVAN VEEI NSTEI'N: And speaki ng of
behavi or, has the departnment seen any data
t hat suggest that the high-income earners are
| eaving the state, based on the increase we
did in the '21-'22 enacted budget?

ACTI NG COW SSI ONER HI LLER: W' ve
seen prelimnary data that suggested that
there was an inmmediate react -- that there
was an uptick in outmgration of mllionaires
in what was the new hi ghest tax bracket.

But | want to be clear: One, we don't
know whether that's a trend or whether that
was a one-time spike. And we don't know

whet her that has anything to do with taxes.
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You know, ny own |ife experience says
that the decision to nove is a really
conplicated one. You nove for famly, for
jobs, for affordability, for climate, for al
ki nds of reasons. And tax nmay be one of
t hose reasons, but we at the Tax Depart nent
can't know that taxes were the reason that
t hat taxpayer |eft.

So | can't say that there's -- that
there's causality, but we do see that there
was a spike in the highest income -- the
t axpayers reporting the highest incones in
New Yor k.

CHAI RWOVAN VEEI NSTEI'N: And novi ng on
to the pass-through-entity tax, which also
was in the '21-'22 enacted budget, the
concept was that it would be revenue-neutral
over a two-year period of tine.

So now that we've had the full year
col | ections, have you | earned any nore
i nformati on about the effects that it's had
on other tax collections and taxpayer
behavi or ?

ACTI NG COW SSI ONER HI LLER:  So |
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would -- | would say that the
pass-through-entity tax continues to surprise
me every day. You know, it's a construct
that allows certain taxpayers to -- certain
busi ness entities to pay their taxes
up-front, and then we rei nburse the owners of
t hose busi nesses through an incone tax
credit.

| think everybody was surprised by the
scale with which entities enrolled and paid
taxes in that first year, and that was right
at the end of 2021. And it was |ike
11.8 billion, sonewhere around there.

And then we woul d expect to see the
credits going out to the owners of those
busi nesses in tax year '22.

The -- one of the things that | think
we found surprising is that, you know, about
20-sonet hi ng percent of the credits are being
carried forward to outyears. So they're
still -- we're still on the hook to pay these
credits, but we haven't paid themyet. And
that's two-point-sonething billion dollars

just in those carry-forward credits, because
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we' re tal king about an $11 billion swing from
t he paynments coming in fromthe entities and
then the credits going out to their

t axpayers.

| think overall the main thing it
speaks to is the inpact of the SALT deducti on
cap, because this is all about the SALT
deduction cap. And we had estimated what
that m ght nmean for New Yorkers, and it turns
out that it really means a lot for
New Yor kers.

CHAI RWOVAN VEEI NSTEI' N: Thank you.

And | m sspoke; | amnot the |ast
person to -- to speak. | skipped over ny
col | eague Assenbl ywoman Di ckens, and she will
be the | ast nmenber of our panel to ask a
guesti on.

ACTI NG COW SSI ONER HI LLER:  Saved t he
best for |ast.

ASSEMBLYWOMAN DI CKENS: Thank you so
much, Chair.

Thank you, Comm ssioner, for your
t esti nony.

ACTI NG COW SSI ONER HI LLER: O
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cour se.

ASSEMBLYWOVAN DI CKENS: | want to
commend you and thank you for the --
hopefully you will roll out the STAR credits
by direct deposit, which will be a great
hel p.

The other thing is on the SCRIE and
the DRIE. | think that it's great that it
woul d be automatic, but it means sufficient
notice nust be given to the residents and the
bui | di ng owners in advance so that the
credits can be applied. That's the first
t hi ng.

Has cannabis -- antici pated cannabi s
tax revenue been calculated at all in your
proj ecti ons?

ACTI NG COW SSI ONER HI LLER: | believe
that there is a line for cannabis revenue in
the financial plan. | have to say | can't
speak to that specifically.

And, you know -- but | think that the
financi al plan docunents show anti ci pated
cannabi s revenue in the financial plan.

ASSEMBLYWOVAN DI CKENS:  Thank you.




© 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

91

Wll, with the fall of the GDP
continually, even though there was a
rebounding for a short time in the third
guarter; with the fact that in New York City
smal | busi nesses have cl osed up, the
bri ck-and-nortar stores are |eaving and
closing down, retailers, including the small
and sonme of the |arger stores have cl osed up
with the fact that in New York City there's
at least a billion dollars in taxes annually
| ost because of the shopping that goes across
the bridge -- even with the increase in the
bri dge cost, they go across the bridge and
shop in New Jersey instead of New York --
we' re aggressively tal king about the 125 for
pre-K, 250 for learning | oss, et cetera, the
24 billion conmmtrent for education, health,
et cetera.

But with the small businesses that are
closing up that are losing -- that you wll
not this year be able to collect on audit
cases because these busi nesses have paid and
some -- many have gone out of business, what

is the inpact ongoing on this budget?
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Because we're putting through nunbers that |
think or it seens like to ne that in outgoing
years is -- is going to be changed and
reduced rather than increased and enhanced.

ACTI NG COW SSI ONER HI LLER: Wl |, |
mean, | certainly think that, you know, the
Di vi sion of Budget is --

ASSEMBLYWOMAN DI CKENS: Can you speak
into the mc, please? |'msorry.

ACTI NG COW SSI ONER HI LLER:  Onh, I'm
sorry.

| believe the Division of Budget is
forecasting an econom ¢ downturn, and | think
t here's ongoi ng concerns that New York's
recovery has not been as robust as the
nati onal econony as a whol e com ng out of
Covl D

So | think that all of those things
are concerns that should nmake us cautious as
we go forward.

ASSEMBLYWOVAN DI CKENS:  You know, w th
the -- you know, there's an increase in
unenpl oynment and it's projected to be an

ongoi ng increase in unenploynment. And even
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t hough they tal k about in 2024 there being a
reboundi ng, history has shown that it is
doubt ful that a rebounding will occur in ful
or even partially in 2024.

Wth that, I'm seriously concerned
about the budget that's being put through for

taxation that may not be realistic to the

peopl e.

Thank you.

CHAl RAOVAN VEI NSTEIN: So | think
we'll leave the -- we'll leave it on that

note. How does that sound?

ACTI NG COW SSI ONER HI LLER:  That's
fine.

CHAl RWOVAN WVEI NSTEI' N: So,
Comm ssioner Hiller, thank you so nuch for
being here. There may be a little bit of
foll owup --

ACTI NG COW SSI ONER HI LLER O
cour se.

CHAI RAOVAN VEEI NSTEI'N:  But we are --
there are no further questions fromthe
| egi sl ators.

So we actually have just one panel
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this year on taxes, and I'd like to call them
down: New York City Denocratic Socialists of
Anerica; Center for Popul ar Denocracy; and
Fiscal Policy Institute.

And just as the three of you cone to
the table, a rem nder that all of your
testimony was received in advance, was
distributed to the legislators. Don't read
your testinony, because you'll never get to
the end of it.

And then there'll be like -- there may
be sone questions from nmenbers of the panel

Yes, if you can begin.

M5. EISNER: Ch, so | just begin,
okay.

Hi, everyone. Thank you for having ne
here. MW nane is Emly Eisner. |1'ma Ph.D
econoni st educated at the University of
California at Berkeley, with a focus on
public finance and rmacr oeconom cs.

| was advi sed and have worked cl osely
with Christina Roner, who was the chair of
t he White House Council of Econom c Advisors

under Barack Cbhama, and Em Nakamura, who was
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a 2019 dark Medal winner, and that's an
annual award cel ebrating econom c
researchers, many of whom go on to wi n Nobel
Prizes in econom cs.

Before getting a Ph.D., | worked at
t he Federal Reserve Bank of New York in the
financi al research group on issues of
macr oprudential financial regulation and
nonetary policy inplenmentation.

Today I'd |ike to enphasize a few
points fromny witten testinony that are
wort hy of your consideration.

First, two recent polls have shown
t hat between 75 and 85 percent of New Yorkers
believe that the rich should pay higher
taxes. That is to say that 75 to 85 percent
of your constituents want to raise taxes on
the wealthy to pay for public goods and
services that make their |ives better.

These polling data natch the nati onal
and gl obal novenent to increase taxation on
top earners by reformng tax | aws and cl osi ng
tax | oopholes that allow the wealthy to pay

| ess in taxes proportional to their incone.
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New York has a strong, healthy tax
base that can sustain higher tax rates on top
earners and corporations. The state is hone
to one of the nost beloved cities in the
world, with inconparable anenities, making it
a state that could truly | ead a novenent of
fair taxation

Not only that, by raising taxes that
woul d afford the state the ability to inprove
upon public amenities |ike the MIA and
chil dcare, New York woul d strengthen its
desirability as a place to reside, thus
strengthening the tax base and the wel fare of
al |l New Yorkers.

Okay. Number two, incone inequality
in New York has grown by between 10 and
30 percent since the year 2010 in all of the
top 10 largest counties in the state. |ncone
inequality is associated with lower life
expect anci es, worse health and wel | - bei ng,
and hei ghtened social ills |ike violence.

As the nost unequal state in the
country, New York has the second- hi ghest

honel essness rate, is 29th in terns of child
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wel | -being, 39th in terns of public hospital
safety, 49th in state and | ocal education
funding equity, and nearly half of al

New Yorkers report trouble paying their
regul ar expenses on any given week.

At the sanme tinme, if New York were a
country, it would be the 10th richest country
in the world. On a per-capita basis,

New York is wealthier than the countries of
Nor way, Denmark and Sweden, countries that
have denonstrated the capacity for robust
soci al services.

Thus there is no reason, given
New York's econom ¢ standing, that the state
shoul d settle for |ess than nunber-one in
nost econom cally just and robust in the
country.

Nunber three, in the past three years,
New York fam |ies have had to manage their

way through a gl obal pandenic while

New York's mllionaires and billionaires --
okay, cool. Look forward to answering
guesti ons.

CHAl RWOMAN VEI NSTEI N So as we sai d,
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we do have your witten testinony. As | said
before. Three mnutes goes fast, so just get
into the neat of the points you want to nake.

Yes, pl ease go.

MR. KHAN. Good afternoon, and good to
see you all. M nane is Charles Khan. | am
t he canpai gn coordinator for the Center for
Popul ar Denocracy. | coordinate our state
and | ocal tax canpaigns. And it's very good
to be here with you today.

As you all have ny testinony, | just
want to point to a couple of different things
in |looking at the Governor's proposal for a
budget .

First, | did want to reiterate what
the other panelist had to say, is that taxes
on wealthy people in New York are very, very
popul ar. \When the Legislature noved and did
that in 2021, we saw that eight out of 10
New Yor kers supported that. There was a pol
that was released to say that still says
ei ght of out 10 New Yorkers do that.

And | know that there's going to be a

| ot of debate around who's novi ng where and
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for what reason. But | do want to point to |
think a figure that's really, really

i mportant when we think about state tax
policy. Right? Because the purpose of state
tax policy is to generate public noney that
we can invest to nake people's lives easier.

And since we increased the incone tax
in New York State on fol ks that make nore
than $5 mllion a year and corporations that
make nore than $5 mllion in profits a year,
we have beaten tax estimates every single
gquarter. Just last year New York State tax
recei pts were 37 percent above estinates.
That's billions and billions of dollars.

And the Legi sl ature, because of that,
has been able to make record investnents in
publ i ¢ education, nake record investnents in
chil dcare, and do sort of the job that
New Yor kers want us to do.

And so that is really | think where
the focus is. And also it's a path for how
we can nove forward. | think what we've seen
in this budget and what we've seen covered in

the nedia and the press is that affordability
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is a deep, deeply felt issue for New Yorkers
across the board.

And so the question is, what are we
going to do to make New York nore affordable
for working-class people? Because what we're
seeing at the very, very top of the incone
scales is that those fol ks are maki ng nore
noney than ever. Across the country,
corporate profits are at an all-tine high

And so when we ask about what are we
doi ng about affordability, and I | ook at the
Governor's budget, | would say that raising
fares on the MITA is not, is not naking
New York nore affordable. | notice that
she's not raising taxes on working -- incone
taxes. But by raising MIA fares, that neans
everyone that takes public transit in
New York City is paying nore.

By raising the tuition at public
universities in New York, that neans every
col | ege student is paying nore. And by
raising a payroll tax, that is going to be a
tax on workers.

Payrol|l taxes by far are the easiest
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taxes for a business to pass on to the
wor ker, and that is what history has shown
us.

And so all of these nethods are
rai sing costs on New Yorkers. But we have a
job to do, and so the question is how do we
do that job. And I think the clear answer
fromthe population is that raising taxes on
the wealthy is the way to go, particularly
corporations. The Governor's extension of
the corporate tax is -- for three years is
nice, but it should be permanent. And
because fol ks are bringing record profits at
the corporate level, there's a lot of roomto
add there and really invest at the scale that
New Yor kers are asking us to do.

CHAI RWOVAN VEEI NSTEI' N:  Thank you.

Yes?

MR. GUSDORF: All right, thank you

My name is Nathan GQusdorf. 1'mthe
executive director of the Fiscal Policy
Institute. Prior to coming to FPI, | was a
tax attorney and worked in the tax departnent

of Weil, Gotshal & Manges in New York City.
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So let's start with alittle bit of

context. |It's possible that we're headed
into amld recession. In the alternative,
we'll see what they call a soft |anding.

Either way, it would be particularly
i nportant that we focus on social spending at
this tinme.

At a national |evel we've seen two
recessions in the past decade -- the
recession after the Geat Financial Crisis
and the recession caused by COVID.
Constrai ned spending at the federal
| evel forced the national econony to take
about 10 years to recover after the financial
crisis.

Conversely, you saw that the Biden
Adm nistration stinmulus during COVID real ly
shortened the recovery period and put us into
a rmuch better econom c position.

How s our popul ation doing? WlIl, as
we just heard fromthe comm ssioner, we have
seen significant outmgration fromthe --
basically during the pandem c period and in

t he i medi at e post-pandem ¢ peri od.
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Recently FPI did an anal ysis of those
m gration patterns, and we conpared the
savi ngs on housing and rental costs to the
savi ngs on taxes. And we found that on
average, the savings from housing and rental
costs were about 15 tinmes greater than any
savings on taxes. You'll see that people
routinely nmove out of New York into
Connecti cut and New Jersey, which are
basically states with conparabl e tax
structures.

Meanwhi |l e, there's significant poverty
in the state and significant inequality. |I'm
going to -- be happy to take questions on
that, but I want to nove into tal ki ng about
what | think the Legislature and the Governor
shoul d be thinking about in terns of new
revenue options.

So first of all, the personal incone
tax, even though we recently had rate
i ncreases on the highest earners, is stil
pretty flat for the najority of taxpayers.
It's pretty flat from about $200,000 to a

mllion dollars.
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And the rates on the highest earners
coul d be consi derably nore progressive.
That' s where about 60 percent of our revenue
comes from It's the best source if we need
to pay for nore stuff, and it really should
be the go-to tax policy option for funding
soci al spendi ng.

At the sanme tinme, there are a nunber
of specific proposals that we could think
about, such as a state surtax on |long-term
capital gains, which get a significant
federal benefit. W' ve done sone revenue
estimates on options there which |I'm happy to
tal k about.

We al so need to think about business
taxes in the suite of tax policy options that
are available to the state. Despite the
corporate rate extension, there's still a |ot
of roomto grow the corporate tax base and
our corporate tax revenue, including by
conformng to the G LTI provisions of the
2017 federal tax law that tax multinationa
profit shifting. And we can also, on the

non- cor por at e busi ness side, reduce the
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rebate anmount for the pass-through-entity
tax, just enough that people still elect into
the tax but the state could pick up a
billion, billion and a half dollars.

Finally, we should discuss wealth
taxation, particularly the taxation of
unreal i zed capital gains.

CHAI RAWOVAN VEEI NSTEI' N:  Thank you.

Menbers, any questions?

Assenbl yman Mandammi -- sorry,
Mandani .

ASSEMBLYMAN MAMDANI :  Thank you.

And Chair, just to confirm is it
three mnutes for the entire panel or three
m nut es per panelist? M question.

CHAI RWOVAN VEEI NSTEI'N:  Three total.
Three m nut es.

ASSEMBLYMAN MAMDANI @ Ckay.

Thank you very much. M first
guestion is for Dr. Eisner.

Just connecting a little bit to your
testinmony, is there any significant risk that
hi gher earners will |eave the state if we

rai se taxes on then?
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M5. EISNER: | believe this came up in
the |l ast panel. But the evidence that |'ve
| ooked at is that the nobst recent sort of
wor ki ng paper on this subject |ooks really
closely at tax migration |ooking at the SALT
cap that was invoked in | guess 2018, and
basically shows that there is al nobst no tax
mgration in response to the change -- the
relati ve change in state tax burdens around
t hat policy change.

To the extent that we've seen changes
since 2020, a lot of that is being explained
by the 2020 COVI D-19 pandemic. And we woul d
expect to see sort of return to sone
nor mal cy.

ASSEMBLYMAN MAMDANI :  So you' re saying
as a result of the pandemic, we can't really
isolate the factors of tax revenue, but prior
to the pandem ¢ we have the evidence of the
SALT cap and we didn't see any inpact on the
m gration of high earners.

M5. EI SNER: Correct.

ASSEMBLYMAN MAMDANI :  Thank you.

To M. CQusdorf, a quick question. The
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Fiscal Policy Institute recently rel eased a
report stating that New York is |osing

wor ki ng-cl ass New Yorkers as a result of
astronom cal housing costs, not as a result
of changes to the tax code.

Can you describe the findings rel ated
to this report?

MR. GUSDORF: Sure, thank you. That's
the report that | nentioned briefly about
conpari ng housi ng savi ngs and tax savi ngs.

So a few of the highlights would be
that, on average, nortgage costs went down
just over $18,000 for people who noved out of
the state, whereas their tax savings were
about $1200. Rental costs went down, |
bel i eve over about $5,000 for famlies that
noved out that were renters.

The ot her inportant dynam c to think
about in the context of that report is that
the New York City nmetro area is the kind of
rel evant econom ¢ sphere, but that includes
suburbs in New Jersey and Connecticut. So a
significant nunber of the peopl e noving out

of state were noving to those suburbs, not
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nmoving to lowtax jurisdictions.

ASSEMBLYMAN MAMDANI :  Thank you very
much.

And just a followup on different
reports specific to capital gains taxes in
New York. So in New York State currently
capital gains are taxed at the sanme rate as
i ncome. Wiy shoul d taxpayers who earn
capital gains incone be made to pay at a
hi gher rate?

MR. GUSDORF: The basic theory of this
policy is that there's a very significant
federal tax benefit for capital gains that
overwhelmngly flows to the wealthy and the
ultrawealthy. And it's actually rational for
states to respond to bad federal tax policy
with reasonabl e surtaxes that offset that
benefit to the benefit of state revenues.

ASSEMBLYMAN MAMDANI :  Thank you very
much.

CHAI RMOVAN KRUEGER: Thank you.

Senat or CGounar des.

SENATOR GOUNARDES: Thank you.

Earlier there was a di scussi on nade
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about how -- | think a hel pful point -- in
every quarter since we raised revenue, taxes
a few years ago, New York saw their tax

recei pts grow. Sone would say that's because
of the way New York's econony is able to
capitalize on the highs of the wave, but
sonmetimes on the way down we might hit the

| ows of the | ow.

|"d |l ove to hear your comrent or
response to that.

MR KHAN: So | think that's true of
any tax code, and it's reflective of how
unequal New York is. Right? New York has
t he hi ghest concentration of wealth in the
country. It has the worst inequality in the
country.

So any tax that we build that's
progressive -- and that neans that, say, the
peopl e and the corporations that reap the
nost from New York should put the nost back
in. Any tax that's built that way, which
woul d say is the smart way, is going to reap
t he nost benefit when the highs are high, and

we're going to see sone drop-off when the
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| ows are | ow.

SENATOR GOUNARDES: Thank you.

There was al so nention made about the
relative flatness of the personal incone tax
over $200,000. Wat would you -- I'msure
all three of you have, you know, studied
this. Wat do you project, either
col l ectively or individually, New York could
raise or could earn if we created nore
progressivity in the personal incone tax
rates at higher |evels?

MR. GUSDORF: So the Fiscal Policy
Institute will be releasing a report on this
relatively soon; we're still conducting the
anal ysis. But we | ooked at restoring a
$500, 000 bracket from about 10 to 12 years
ago. And I'll follow up on the details.

| think that that could produce about
anot her $500 million.

SENATOR GOUNARDES: Ckay, thank you.

And there are lots of areas that this
budget invests in, lots of areas that it
doesn't invest in. |n your opinions, where

do you see the home run for investnent and
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where do you see the swing and the mss for
no investnent or disinvestnent?

MR KHAN. So | would say -- | was
here for the Econonic Devel opnent
conversation, and | think childcare, public
education, that's where we're going to get
t he biggest return on our dollar. And so
that's a great place to invest.

And | think as Nathan pointed to,
housi ng costs are really, really, really
high. And so as much as we can actually
invest to create affordable housing -- and |
don't nmean that in the formof tax breaks for
weal t hy devel opers; we've seen how 421-a did
not wor k.

But as nuch as we can invest in
actual Iy buil ding af fordabl e housi ng, deeply
af f ordabl e housing that stays affordable, |
think all of those things are things that are
going to help the econony by our being able
to keep workers here because they can afford
to live here, and we're going to see sort of
-- in sone cases 12-fold return on the

i nvest nent .
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M5. EISNER. And to the extent that
421-a is a tax break, it will -- it is a
swwng and a mss. It is giving handouts to
weal t hy devel opers and producing inequality
further.

SENATOR GOUNARDES: Thank you.

CHAl R\MOVAN KRUEGER:  Assenbl y.

CHAI RAWOVAN VEEI NSTEI' N: Assenbl ynman Ra.

ASSEMBLYMAN RA:  Thank you.

M. Qusdorf, you nentioned, you know,
that there are 60 percent of our PIT revenues
coming fromthat kind of class of taxpayers
in that w ndow.

| guess ny question is, one of the
argunments that's been nmade over the years is
that that |eads it to be somewhat unsteady,
especially when you get into nore difficult
ti mes because you're reliant on a small set.
And, you know, we've seen in the past -- you
know, back in 2008 -- our revenues
pl umret i ng.

So why is that not a concern to
per haps increase the share that that snall

wi ndow of taxpayers woul d be payi ng?
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MR. GUSDORF: Yeah, thank you.
nmean, this is an inportant thing to think
about, and | think there are a few different
tax policy principles and purposes that we
have to keep in m nd.

So the fundanental one -- maybe the
fundanmental two -- are really stability and
progressivity. [It's inportant that the
burden be distributed fairly, and it's al so
i nportant that we have sustai nabl e revenues.

| think in a way the short answer is
just that the rich in New York are so rich
that they're going to end up bearing a | ot of
the tax burden. And the only way to change
that would be to seriously undertax them

And so we have to have ot her ways to
ensure fiscal stability, and one of themis
t hi nk about how we deal with reserves,
particul arly around, say, income streans that
tend to fluctuate nore, such as capital
gains. So while we think it would be
rational to have a capital gains tax policy
t hat conposes a state surtax, that would al so

be a revenue streamthat you'd want to make
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sure, you know, does not jack up recurring
spending only in the years when you have high
capital gains receipts.

But it would be a great revenue stream
totry to spread over nmultiple years. Sone
years you have really high bonuses due to
really high transactional activity. There's
no reason to artificially reduce the tax
rates on that incone just because you're
worried about the fickleness of it. But you
can still have a pro-stability policy.

ASSEMBLYMAN RA:  Well, |'m not
necessarily saying reduce it, but | am saying
that increasing that share that they make up
i s what concerns ne.

M5. EISNER. May | interject a nonent?

ASSEMBLYMAN RA:  Ch, sure.

MS. ElI SNER:  Anot her reason why this
is -- your question is inportant is that
rai sing taxes on the rich -- currently in
New York inequality has created a massive
m sal | ocation problemin econom c terns.
We're not investing in the right people and

the right infrastructure.
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By raising taxes on the rich we wll
i ncrease education, which ultimately w ||
provi de a better tax base and nore robust tax
base over the |ong run.

ASSEMBLYMAN RA:  So | was going to ask
anot her question; | don't have tinme. But |
woul d just state one of ny --

CHAl RA\OVAN VEI NSTEIN: (M c of f;

| naudi bl e.)

ASSEMBLYMAN RA:  |I'mnot sure. Well,
no, it's a nongovernnental -- but just in
terms of, you know -- you know, | conpletely

| ost ny train of thought as you were asking
it, so --

(Laughter.)

ASSEMBLYMAN RA: So | -- it was a ploy
to make ne lose ny train of thought.

Ch, what | was going to say, just, you
know, one of the nunbers we | ook at --
obvi ously we've seen, right, there's a |ot of
peopl e doing really well right now But in
terms of our share of mllionaires, it's been
goi ng down and we've seeing nore of it in

some of those other, you know, states that
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people tend to tal k about, the Floridas and
t he Texases.

But | thank you guys for being here
t oday, and your patience.

CHAI RWOVAN VEEI NSTEI' N: Thank you.
Sorry. Assenbl yman Zebrowski --

CHAIl RAMOVAN KRUEGER: No, we go back to
Senat or s.

CHAl RA\OVAN VEI NSTEI'N: Ch, okay.

CHAIl RAMOVAN KRUEGER: You're getting
tired, it's okay.

CHAI RWOVAN VEEI NSTEI'N:  Thirty, al nost
40 hours of hearings. |Its sort of grinds at
you.

CHAl RMOVAN KRUECER: | know.

Senator Mirray.

SENATOR MURRAY: Thank you. And thank
you, Chai rworman

And t hank you for being here.

" mgoing to kind of piggyback on
where Assenbl yman Ra just |eft off when he
tal ked about the wealthy | eaving.

So | guess it depends on where we're

getting our information. |'mlooking at an
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article on "Mneyw se" from Yahoo News from
j ust about two weeks ago that says: "Between
2019 and 2020 the nunber of New Yorkers
earni ng between $150, 000 and $750, 000 fell by
nearly 6 percent. Mbdreover, the nunber of
real high earners, those nmaki ng over
$750 mllion, dropped by nearly 10 percent
during that sane period. Some specul ate the
weal thy elites are | eaving because of the
state's high tax rates.”

But it goes, for perspective: "The
41,000 filers in the city's top 1 percent pay
nore than 40 percent of all the incone taxes.
The 450,000 filers in the top 10 percent pay
about two-thirds of all the inconme taxes."

I n other words, the remaining
90 percent of taxpayers contribute about
one-third of the city's incone tax revenue.

And | had heard you nention that a | ot
of themare |eaving for New Jersey or
Connecticut. Again, according to this
report, the wealthy are going to -- the top
two states -- Florida and Texas.

But | also want to point this out.
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Have you cal culated in your figures and your
statistics the philanthropic aspect of it?
Because whil e the federal government's taken
a lot of incentives away as far as giving tax
breaks for donating, there are still

donati ons being nade by the wealthy to
libraries and hospitals and not-for-profits.
When they | eave the state, they' re taking

t hose donations with themtoo.

Have you figured into your figures how
that affects the -- you know, those that
aren't wealthy or well-to-do?

MR GUSDORF: So at least fromFPl's
perspective, | don't think that we -- we
haven't | ooked at that data. | don't know if
we have access to that data. On the top of
the report, is that -- that sounds like it's
city data, like it's |IBO data.

SENATOR MURRAY: That one was fromthe
city, yes.

MR GUSDORF: Yeah, because we | ooked
at those nunbers and a |ot of the people -- a
ot of the -- we don't have state data on who

earns on the $750, 000 bracket, but the city
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data showed that a | ot of those people were
nmovi ng upstate. So that was really novenent
out of the city during the pandem c, the sort
of novenent that doesn't affect the state's
tax base, and that we would al so expect to
change --

SENATOR MURRAY: These figures said
out of state, the 10 percent were out of
state. That they went to Florida and --
well, they didn't say all of themwent to
Fl ori da and Texas. They said the top two
states were Florida and Texas. But the
10 percent noved out of New York

MR. GUSDORF: Yeah, they al so say that
that's -- that the Florida and -- | nean,
don't know what that article is, but | know
that we | ooked at |1 BO data on hi ghest earners
and we al so have | ooked at the mgration
patterns, and it's -- | think that's not
consistent with the other sources that we've
seen, to say that the top two states are
Texas and Fl ori da.

SENATCR MURRAY: |'ve heard different

as wel | .




© 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

120

M5. EISNER:  And | woul d say that
the -- you know, |like the top |ine of
econoni ¢ research on this suggests that tax
m gration out of the state in 2020 nade up
0. 75 percent of the popul ation earning
$500, 000 or nore. So it's a tiny percent.
And each additional percent of raise in taxes
is causing on the order of 10 individuals to
| eave, at nost. So --

SENATOR MURRAY: | think that was
during the pandem c too, when they --

M5. EISNER. That's at the max, yeah,
that's --

CHAI RMOVAN KRUEGER: Thank you.
Sorry.

Assenbl y?

CHAl RWOVAN VEEI NSTEIN: W go to
Assenbl yman Zebr owski .

ASSEMBLYMAN ZEBROWBKI :  Thank you.

This is a balance, right? To try to
bal ance the right anmount of taxation with the
ri ght anount of services to foster the nost
robust econony we can.

" minterested whether your position
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is that there is no point of dimnished
return in your data or that we just haven't
reached it yet.

M5. EI SNER:  The evi dence woul d
suggest that we nost certainly have not
reached the point of dimnishing returns yet.
Absol utely, we have not. In fact, when
states have |owered taxes to try to bring in
weal t hy peopl e, that has dimnished state
revenues. So if anything, the m stake that
could be made is to | ower taxes.

And to the question about is there a
point of dimnishing returns, | think -- if
you' re tal king about state policy, | think
unfortunately we live in a world where there
is arace to the bottomon state taxes. That
is why nultiple states currently are
collaborating to try to create a wealth tax
on unrealized capital gains so that there is
a sort of nationw de agreenment and not this
like race to the bottomthat hurts everyone.

But | don't think that that's even
really a rel evant question, because we're so

far fromthe point of dimnishing return
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ASSEMBLYMAN ZEBROWEKI :  Wel |, that was
sort of ny second question, is like do you --
when you testify, you know, before the
Legislature and talk to | egislators, do you
attenpt to try to identify what you think is
the appropriate | evel of taxation? Because
certainly New York isn't at the bottom or
even at the mddle in terns of taxes, right?
We're towards the high

So, you know, what do you try -- sure,
go ahead. What do you try in ternms of
setting what the right nunber is?

MR KHAN: Yeah, so | don't
necessarily think we try and set the right
menber. But Dr. Cristobal Young, a Cornel
prof essor -- he also worked in the Biden
adm ni stration -- he studied all of the
federal tax data from 1960 until about the

year 2000. And he's a sociologist by trade,

so he | ooked at why, if mllionaires do nove,
i ke what does the mllionaire mgration |ook
like.

And ultimately he said that

mllionaire mgration due to taxation is
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very, very little. And that in order -- and
because the majority of high-incone earners
stay, you would have to raise the tax rate in
any particular state al nost 25 percent to get
to a level of dimnishing returns.

ASSEMBLYMAN ZEBROWEKI :  |'ve only got
20 seconds left. That would be interesting.
You know, nmaybe you could send nme that study.

MR. KHAN:. Absol utely.

ASSEMBLYMAN ZEBROWBKI : My question
is, you know, when we | ook at sonme of the
proposed taxes and you tal k about a wealth
tax, | mean, that would be a significant tax
that's never been tried before or studied
before. Right? No other state has done
that. So how would we know?

MR, GUSDORF: It's a cliff-hanger.

M5. EISNER. W can follow up with
i nformation.

ASSEMBLYMAN ZEBROWBKI :  Ckay. Thank
you.

MR GUSDORF: Well, it's hard to know
with the wealth tax. But the estimates are

real ly about inconme taxes. And it's a |ot
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hi gher than anybody thi nks, basically.

CHAI RWOVAN VEEI NSTEI' N: Thank you.

We're going to go to the Senate.

CHAI RMOVAN KRUEGER: Thank you.

And | think I"mclosing for the
Senat e.

So we've had | ots of discussion, both
i n Econom ¢ Devel opnent and here, about tax
rates and who are they affecting and who's
doi ng what .

My question is, do we really need to
just evaluate a new approach to how we tax?
Because the world has changed so nuch, the
nodel s of busi ness have changed so much

Just three quick exanples. Helene and
| have been trying to get a bill signed by
t he Governor that would go after basically
out - of -state corporations and weal t hy
i ndi vi dual s who just don't pay their taxes in
New York even though they' re nmaking their
noney here in New York. And we're having
trouble just getting that sinple concept of
tax cheaters ought to have to pay their

taxes. And that does so much harmto
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everyone's belief in the tax system being
fair.

W have a world where these -- excuse
me, these new ki nds of conpanies, Uber, Lyft,
ot hers, they don't pay taxes, they don't pay
into unenploynment for their workers, they owe
government, in my opinion, unbelievable
anounts of noney. Wien | was here today
Britain was declaring they're going after
Uber for the VAT they owe them-- the exact
same issues, different country.

And then a few of us actually have
bills recognizing that the whole world is now
t aki ng our personal data, selling it, making
a fortune, but we don't tax that. And of
course we don't have brick-and-nortar stores;
everybody buys online. So don't we need to
just conpletely reevaluate what we fail to
tax? Because there's a whole |ot of noney
there on the table | believe we should be
getting. W're not. And then we fight over
who' s payi ng what rate when there's all this
noney out there that we should be getting

that we don't even have a nodel to get.
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What do you think?

MR. GUSDORF: So |I'm happy to speak to
this. And | would say it's a hearty yes and
a hearty no.

The nost fanmpus tax policy adage is
"An old tax is a good tax." The idea being
kind of build -- taxes are very hard to
adm ni ster and they're very conplex, so build
within the systemyou have that you know
wor ks.

And we do still have really strong
recei pts fromour personal incone tax. And
we currently have very strong business tax
receipts. But | think you've identified a
| ot of major issues that can be addressed
within those franeworks.

So one big issue that's in the news a
lot: Billionaires pay very little income tax
because they don't realize their gains and
they use a lot of debt to finance their
lifestyle. You could use a mark-to-narket
mechanismto -- like this is the Biden
m ni mum i ncome tax for billionaires proposal.

Uber, it's really an enploynent |aw
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i ssue.

There's another one | that wanted to
bring up that |'ve forgotten about --

MS. EI SNER: Ml tinational ?

CHAI RWOVAN KRUEGER:  You sign up for
anyt hing, they sell your data --

MR. GUSDORF: Ch, pass-throughs. One
of the biggest trends in taxation is the
shift to the use of pass-through entities.

So we should really be | ooking at
entity-level taxes for pass-through
busi nesses.

CHAl RMOVAN KRUEGER: Thank you. Thank
you.

CHAI RWOVAN VEEI NSTEI' N:  Thank you.
There are no further questions. Thank you
all for being nere.

And this is going to conclude our
fifth hearing, budget hearing, the Taxes
heari ng.

The next joint comrittees will convene
on Monday for the Human Services budget
hearing, starting at 11:30 a. m

CHAl RMOVAN KRUEGER: Thank you,
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everyone.
MR. GUSDORF: Thank you.
MS. EI SNER:  Thank you.
MR KHAN:  Thanks.
(Wher eupon, at 5:13 p.m,

heari ng concl uded.)

t he budget




