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          1  COMMITTEE ON FINANCE

          2                 CHAIRPERSON WEPRIN: And welcome to

          3  today's Finance Committee hearing.  My name is David

          4  Weprin.  I am Chair of the Finance Committee.

          5  Standing up and talking out of turn is Council

          6  Member Simcha Felder from Brooklyn.  Next to Council

          7  Member Gale Brewer from Manhattan, next to Council

          8  Member Helen Sears from Queens, next to Council

          9  Member Bill DeBlasio from Brooklyn.

         10                 I am just stalling until we get a

         11  quorum.

         12                 Next to Council Member Mike Nelson

         13  from Brooklyn; on my immediate left is our Majority

         14  Leader, Council Member Joel Rivera from the Bronx;

         15  and on my immediate right is Jim Caras, Counsel to

         16  the Finance Committee, and once again, Council

         17  Member Simcha Felder.

         18                 Today we will be considering the

         19  personal income tax increase authorized by the State

         20  Legislature in the Revenue Package they have adopted

         21  for the City in May.  As you are all aware, this

         22  legislation would effectively create two new high

         23  income tax brackets, and attach a higher tax rate to

         24  those two new brackets. Currently, the highest PIT

         25  tax rate paid by New Yorkers, which includes both
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          2  the regular PIT, as well as the additional tax or

          3  surcharge amounted to 3.65 percent.

          4                 Pay attention, there is going to be a

          5  test later.

          6                 This legislation would effectively

          7  raise this top rate on individuals with taxable

          8  income over $100,000, and married persons filing

          9  jointly with taxable incomes of over $150,000 to a

         10  rate of 4.25 percent.  For those with taxable

         11  incomes over $500,000, the new effective rate would

         12  be 4.45 percent.  Those single individuals with

         13  $100,000 or less taxable income, and those married

         14  filing jointly with $150,000 a year or less would

         15  see no change in their tax less bill.

         16                 The new tax rate apply, as of January

         17  2003, but phased down in calendar year 2004 and

         18  2005, and no longer apply after 2005.  The

         19  legislation also contains what is called a recapture

         20  provision, which the State Income Tax contains, and

         21  which the State legislation requires to put into the

         22  City law for application to the two new City high

         23  income tax brackets.

         24                 This provision would require the City

         25  to recapture a portion of the benefit that the
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          2  graduated nature of the income tax affords to those

          3  taxpayers with adjusted gross incomes between

          4  $150,000 and $200,000.  And to recapture all of the

          5  benefit for taxpayers with over $200,000 of adjusted

          6  gross income.

          7                 This means that a taxpayer with an

          8  adjusted gross income of over 200,000 would be taxed

          9  at the new top rate on all his or her income.  The

         10  PIT increase in total would raise almost $650

         11  million in Fiscal 2004.

         12                 We have also before us today, the

         13  four resolutions setting discount and late payment

         14  interest rates for pre- payment and late payment of

         15  real estate taxes.  The resolutions reflect the

         16  City's Banking Commission's recommendations for

         17  these late payment interest rates, as well as the

         18  pre- payment discount rate.

         19                 We have been joined by a number of

         20  our colleagues; we have a Deputy Majority Leader,

         21  Bill Perkins from Manhattan.  We have heard from

         22  him, Council Member Felder already.  We have Council

         23  Member Madeline Provenzano from the Bronx.  We have

         24  Council Member Lew Fidler from Brooklyn.  We have

         25  our Majority Whip, Council Member Leroy Comrie from
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          2  Queens.  We have two Moskowitz's for the price of

          3  one, we have Council Member Eva Moskowitz from

          4  Manhattan with Justin's older brother, Colver, and

          5  Council Member Mike McMahon from Staten Island.

          6                 We are now going to hear from the

          7  Department of Finance and the Office of Management

          8  and Budget.  Is there a representative from the

          9  Department of Finance here?

         10                 ASSOCIATE COMMISSIONER LEE:  Good

         11  afternoon, Mr. Chair, and all the Council members.

         12  I am Robert Lee.  I am the Associate Commissioner

         13  for the Department of Finance. I am here to answer

         14  any question you may have regarding the interest

         15  rate, the Banking Commission recommended to the

         16  Council for approval for late approvement of

         17  property taxes.

         18                 CHAIRPERSON WEPRIN:  The light has to

         19  be off to be on.  It is a City Council thing.

         20                 ASSOCIATE COMMISSIONER LEE:  Okay,

         21  also the discounted rate for early payment.

         22                 CHAIRPERSON WEPRIN:  Okay, and your

         23  colleague?

         24                 MR. GRATHAL:  Hi, my name is John

         25  Grathal. I am an Assistant Director at the New York
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          2  City Office of Management and Budget, and I am here

          3  to speak on the Personal Income Tax increase.      CHAIRPERSON

          4  WEPRIN:  Okay, does anybody have any questions?

          5  Council Member Sears.

          6                 COUNCIL MEMBER SEARS:  Is this

          7  surcharge sunset?

          8                 MR. GRATHAL:  This surcharge expires

          9  at the end of tax year 2005.

         10                 CHAIRPERSON WEPRIN:  We have been

         11  joined by Council Member Christine Quinn, from

         12  Manhattan.   Council Member Brewer.

         13                 COUNCIL MEMBER BREWER:  Thank you.

         14  For the Department of Finance, I was just wondering

         15  how many, what is the percentage or number who take

         16  advantage of the pre- payment of real estate taxes?

         17                 ASSOCIATE COMMISSIONER LEE:  I do not

         18  have the number in front of me, but I am sure we can

         19  get back to you when I get back to my office.

         20                 COUNCIL MEMBER BREWER:  Okay.

         21  Because you do not know how many people, or even the

         22  percentage of taxpayers, property taxpayers who,

         23  just out of curiosity.

         24                 ASSOCIATE COMMISSIONER LEE:  I am

         25  sure we do have the statistic, but except I just do
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          2  not have it with me here.

          3                 COUNCIL MEMBER BREWER:  Okay, thank

          4  you very much.

          5                 CHAIRPERSON WEPRIN:  Council Member

          6  McMahon.

          7                 COUNCIL MEMBER MCMAHON:  Thank you,

          8  Mr. Chairman. I am looking at the two pieces of

          9  legislation that deal with the penalty for late

         10  payment of real estate tax or water and sewer

         11  charges.  Am I understanding this correctly, that we

         12  are authorizing the Banking Commission to provide us

         13  with a recommended interest rate over a future

         14  period of time, or are we actually authorizing that

         15  interest rate?

         16                 ASSOCIATE COMMISSIONER LEE:  I

         17  believe it is to authorize the interest rate to be

         18  charged for people who are late paying those

         19  charges.

         20                 COUNCIL MEMBER MCMAHON:  So are we,

         21  in effect, voting for that rate, or are we saying it

         22  is okay for you to recommend us a rate?  Do you

         23  understand my question?

         24                 ASSOCIATE COMMISSIONER LEE:  I think

         25  our job is to recommend to the Council, and it is up
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          2  to the Council to approve or to change it, if you

          3  will.

          4                 COUNCIL MEMBER MCMAHON:  Can I get a

          5  staff to clarify that for me?  Jim, could you.

          6                 MR. CARAS:  Jim Caras, Counsel to the

          7  Committee. The Banking Commission, by resolutions,

          8  which they adopted on May 22nd and pursuant to law,

          9  have to make a recommendation to us for both the

         10  pre- payment discount and the late payments.  They

         11  have made those recommendations, these resolutions

         12  are Council resolutions essentially set, which would

         13  set the rate at the recommended rates.

         14                 COUNCIL MEMBER MCMAHON:  And for the

         15  late payment charge that recommended rate is 18

         16  percent?

         17                 MR. CARAS:  Eighteen percent where

         18  the property taxes are 2750 or above or where the

         19  property taxes are paid to a mortgage escrow agent.

         20  And it has been 18 percent for as long as I have

         21  been Counsel to the Committee, and before, but I do

         22  not know exactly how much before.  Nine percent

         23  where the property taxes are less than 2750 or not

         24  paid - -

         25                 COUNCIL MEMBER MCMAHON:  For how long
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          2  has that differentiating line been 2750?

          3                 ASSOCIATE COMMISSIONER LEE:  Since

          4  1978, might I add.

          5                 COUNCIL MEMBER MCMAHON:  Since 1978?

          6                 ASSOCIATE COMMISSIONER LEE:  Correct.

          7                 COUNCIL MEMBER MCMAHON:  Do you know

          8  what the legal rate of usury is for individual, non-

          9  corporations?

         10                 ASSOCIATE COMMISSIONER LEE:  I do not

         11  have the answer, but if I have to guess, over 25

         12  percent, maybe?

         13                 CHAIRPERSON WEPRIN:  It is 25

         14  percent.

         15                 COUNCIL MEMBER MCMAHON:  For

         16  corporations.

         17                 CHAIRPERSON WEPRIN   I think for

         18  individuals too.

         19                 COUNCIL MEMBER MCMAHON:  For

         20  individuals, no, for individuals it is 18, okay,

         21  okay.

         22                 CHAIRPERSON WEPRIN:  Twenty- four

         23  point nine or something.

         24                 COUNCIL MEMBER MCMAHON:  Okay.

         25  Council Member Sears is going the help me find the
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          2  way here.

          3                 CHAIRPERSON WEPRIN:  Council Member

          4  Sears, please.

          5                 COUNCIL MEMBER SEARS:  Because my

          6  question was going to be, when the 18 percent, what

          7  is the time frame when someone is delayed with their

          8  taxes?  And I am thinking of property owners where

          9  there are senior citizens, who may be 30 days late,

         10  not all the time, but some of the time, because they

         11  are on fixed incomes. When does the 18 percent go

         12  into effect?  I mean, when does this penalty start,

         13  how many days after they are supposed to pay?

         14                 ASSOCIATE COMMISSIONER LEE:  To be

         15  honest I do not know the answer, but I assume it is

         16  once you pass the 30 days, the Department of Finance

         17  would generate a delinquent notice, and I believe

         18  the late charges go back to the date when the bill

         19  was due. That means it is from the time you are

         20  supposed to pay, so going back.

         21                 COUNCIL MEMBER SEARS:  Now they are

         22  supposed to pay the full 18 percent, in addition to

         23  their taxes that are in arrears.  Am I correct?

         24                 ASSOCIATE COMMISSIONER LEE:  Right,

         25  but the 18 percent, I believe is prorated, that 18
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          2  is on the annual basis.  So if you pay the payment

          3  within the 12- month period, the effective rate is

          4  not really 18 percent.

          5                 COUNCIL MEMBER SEARS:  So they are

          6  not paying 18 percent.

          7                 ASSOCIATE COMMISSIONER LEE:  I think

          8  it is annual rate.

          9                 COUNCIL MEMBER SEARS:  Okay.  Is

         10  there a grace period given for these taxes, 15 days,

         11  or 30 days?  You think, is it, 15 days?

         12                 ASSOCIATE COMMISSIONER LEE:  I do not

         13  know the answer to it, but I can get back to you.

         14                 COUNCIL MEMBER SEARS:  Would you do

         15  that, because I think that is kind of important.

         16                 ASSOCIATE COMMISSIONER LEE:  Sure.

         17                 COUNCIL MEMBER MCMAHON:  Can I ask

         18  another question, Mr. Chairman?

         19                 CHAIRPERSON WEPRIN:  Council Member

         20  McMahon.

         21                 COUNCIL MEMBER MCMAHON:  Is the

         22  interest rate that is in addition to a penalty?

         23                 ASSOCIATE COMMISSIONER LEE:  No.

         24  City of New York, I do not believe charge penalty

         25  for late payment of property tax, where out of

                                                            14

          1  COMMITTEE ON FINANCE

          2  jurisdiction, many of them do, but New York City

          3  does not.

          4                 COUNCIL MEMBER MCMAHON:  And what

          5  about for the water and sewer charges, is there a

          6  penalty for late payment on that?

          7                 ASSOCIATE COMMISSIONER LEE:  I do not

          8  believe so.

          9                 COUNCIL MEMBER BREWER:  I don't think

         10  so because I pay my bills late.

         11                 ASSOCIATE COMMISSIONER LEE:  I think

         12  penalty relate only to parking.

         13                 COUNCIL MEMBER MCMAHON:  Can I ask

         14  another question, Mr. Chairman?  Sir, you are from

         15  the Department of Finance, you said that the

         16  interest is compounded annually or daily?

         17                 ASSOCIATE COMMISSIONER LEE:  The rate

         18  is annual, I need to get back to you on this one, I

         19  am not so sure.

         20                 COUNCIL MEMBER MCMAHON:  Because the

         21  papers in front of us say that it is compounded

         22  daily.  So that means an effective day- to- day,

         23  that is an effective rate of 18 percent.

         24                 MR. GRATHAL:  I believe the rate is

         25  compounded daily, but it is 18 percent annual rate.
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          2  So what I understood him to be saying, that if

          3  somebody is six months, they would not be paying

          4  whatever their tax bill was, plus 18 percent.  They

          5  would be paying 18 percent on the half- year.  Am I

          6  making sense?

          7                 In other words, it is an 18 percent

          8  annual rate.

          9                 CHAIRPERSON WEPRIN:  It is compounded

         10  daily.

         11                 COUNCIL MEMBER SEARS:  Which means if

         12  they are paying 30 days later, they are not paying

         13  18 percent, they are paying the percentage of the 18

         14  percent that is equated with 30 days.

         15                 MR. GRATHAL:  Exactly.

         16                 COUNCIL MEMBER SEARS:  All right,

         17  that is what the issue is.  I think what some of the

         18  concern may be in terms of just how it relates to

         19  one, two, and threes that have difficulty enough

         20  with the increase in the property tax.

         21                 CHAIRPERSON WEPRIN:  It is prorated

         22  on a 365- day a year basis.  So in other words, it

         23  if 18 percent divided by the days.

         24                 COUNCIL MEMBER SEARS:  Okay, since

         25  they pay the property tax quarterly, I think it is
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          2  quarterly, am I correct, if they are late with the

          3  second payment, they are not late with the first

          4  payment, but they are late with the second payment,

          5  what happens with the prorated of the 18 percent,

          6  same thing?

          7                 ASSOCIATE COMMISSIONER LEE:  I guess

          8  it is based on the number of days you are late with,

          9  we got to the second payment.

         10                 COUNCIL MEMBER SEARS:  All right.

         11                 CHAIRPERSON WEPRIN:  Council Member

         12  Quinn.

         13                 COUNCIL MEMBER QUINN:  What about

         14  this change that we are voting on today, what amount

         15  of money is it anticipated to generate in next

         16  year's budget?

         17                 ASSOCIATE COMMISSIONER LEE:  I did

         18  not hear your question, could you repeat it once

         19  again?

         20                 COUNCIL MEMBER QUINN:  Sure.  What

         21  about this change we are voting on today, how much

         22  money does it generate?

         23                 ASSOCIATE COMMISSIONER LEE:  We are

         24  not recommending any changes, I think the rate have

         25  been the same for the past number of years.  So we
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          2  are not recommending any changes.

          3                 COUNCIL MEMBER QUINN:  But how much

          4  did it generate last year, the year we are in then?

          5                 ASSOCIATE COMMISSIONER LEE:  We

          6  collected for late payments 2003 going back, 44

          7  million all together.

          8                 COUNCIL MEMBER QUINN:  Last year you

          9  collected 44 million?

         10                 ASSOCIATE COMMISSIONER LEE:  Yes, in

         11  2003 we collected late charges amounted to $44

         12  million.

         13                 COUNCIL MEMBER QUINN:  And the 44

         14  million is the total amount owed, or just the fee,

         15  like the fine, so- to- speak.

         16                 ASSOCIATE COMMISSIONER LEE:  This is

         17  the late interest payment.

         18                 COUNCIL MEMBER QUINN:  Is 44 million.

         19    Thank you.  That was collected, not owed.

         20                 ASSOCIATE COMMISSIONER LEE:

         21  Collected.

         22                 COUNCIL MEMBER QUINN:  Yes.

         23                 CHAIRPERSON WEPRIN:  Yes, it is abut

         24  $3 million a percent.

         25                 COUNCIL MEMBER QUINN:  So we are
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          2  simply, I am sorry I came in late, so apologize if

          3  you have been through all of this. But just if you

          4  could indulge me for a second, we are not changing

          5  the rate on the late fee, we are renewing it.

          6                 MR. GRATHAL:  Right.

          7                 COUNCIL MEMBER QUINN:  And if we not

          8  renew it, what was to happen?  I am not proposing we

          9  do that, I just want to understand.

         10                 ASSOCIATE COMMISSIONER LEE:  If you

         11  do not renew it?

         12                 COUNCIL MEMBER QUINN:  Yes, what

         13  happens to the late fee?

         14                 ASSOCIATE COMMISSIONER LEE:  I would

         15  assume we would bill based on the old rate.

         16                 COUNCIL MEMBER QUINN:  Pardon me?

         17                 ASSOCIATE COMMISSIONER LEE:  We would

         18  bill the penalty based on the old rate.

         19                 COUNCIL MEMBER QUINN:  But I thought

         20  this was the old rate.

         21                 ASSOCIATE COMMISSIONER LEE:  The one

         22  we recommend to you today is that same as always,

         23  correct.

         24                 COUNCIL MEMBER QUINN:  So if we do

         25  not renew it, then the old rate continues, so it is
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          2  odd, so this is just a formality?

          3                 ASSOCIATE COMMISSIONER LEE:  You know

          4  this is a legal question, I do not know the answer.

          5  But I making the assumption based on this, that when

          6  you do not get the new property tax rate, we usually

          7  send the bill out based on the old rate, until we

          8  know what the new rates are, and then we amend it.

          9  So in this case, we would send the bill out based on

         10  old rate, if they rate got changed, we just modify

         11  it.

         12                 CHAIRPERSON WEPRIN:  Council member,

         13  my understanding from Counsel that it is an annual

         14  event, so it actually expires July 1st, if we do not

         15  reset it, there is no interest rate in effect.

         16                 COUNCIL MEMBER QUINN:  So if we do

         17  not renew it, then there is no late fee?

         18                 CHAIRPERSON WEPRIN:  Well there is a

         19  default rate, but it is less, I think.

         20                 MR. CARAS:  There is a default rate

         21  in the law, and I can run downstairs and check, I

         22  just do not remember off the top of my head what it

         23  is.

         24                 COUNCIL MEMBER QUINN:  No, no, but

         25  the answer, if we do not set the rate, it goes to
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          2  whatever the rate, the default rate is, whatever

          3  that is.

          4                 CHAIRPERSON WEPRIN:  Right, it is

          5  less than that percent.

          6                 MR. CARAS:  It is significantly less.

          7                 COUNCIL MEMBER QUINN:  Significantly

          8  less, okay. And you have to do this on a yearly

          9  basis, and when was the last time we raised it?

         10                 ASSOCIATE COMMISSIONER LEE:  I think

         11  the rate is set for a long, long time.  From my

         12  recollection, I do not remember when, to be honest.

         13                 COUNCIL MEMBER QUINN:  It's been for

         14  a long time, like how long have you been in the job?

         15                 ASSOCIATE COMMISSIONER LEE:  Seven

         16  years, and this rate has been the same for the last

         17  seven years.

         18                 COUNCIL MEMBER QUINN:  For at least

         19  seven years, okay, thank you.

         20                 MR. GRATHAL:  Council Member Quinn,

         21  our Deputy Director from Revenue refreshed my

         22  recollection, yes, the higher rate has to be at

         23  least 6 percent above prime, and prime is 4.25

         24  percent.  And the lower rate for properties where

         25  the taxes are less than 2750 and not paid by a

                                                            21

          1  COMMITTEE ON FINANCE

          2  mortgage escrow agent, right Nadine?  Has to be at

          3  least prime, which is 4.25, so I believe those are

          4  the default rates.

          5                 COUNCIL MEMBER QUINN:  The default

          6  rates, okay, thank you very much.

          7                 CHAIRPERSON WEPRIN:  Council Member

          8  Provenzano.

          9                 COUNCIL MEMBER PROVENZANO:  I know

         10  everybody wants to get out of here, but I am sorry.

         11  Looking at this, it is my understanding that with

         12  the PIT, if you make over 150,000, over 500,000,

         13  blah, blah, blah, that is when it kicks in.  Why on

         14  this sheet, and you may not be the one to answer it,

         15  maybe you are Jim, do we start with, if the City

         16  taxable is not over $21,600, blah, blah, blah, why

         17  do we have all this gobbley gook, if none of this,

         18  and I may be wrong, is being increased?

         19                 MR. CARAS:  No, you are right in

         20  seeing that.  The answer is the State gave us a

         21  choice, to either continue the old PIT rates with, -

         22   -  Prior to the State Legislation we had both PIT

         23  rates and an additional PIT tax, which people

         24  sometimes call the surcharge.  We had a choice of

         25  either continuing those or essentially suspending
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          2  those an adopting these.  So what you see up to the

          3  100 or 150 thousand dollars tax bracket is just a

          4  combination of what the PIT rate was under the old

          5  law, plus the surcharge.  So it is just restated as

          6  one rate, but it is the same effective tax rate.

          7                 So somebody making  $50,000 a year

          8  would pay the same taxes under what is in front of

          9  you there as they were paying under the old PIT rate

         10  plus the surcharge.

         11                 CHAIRPERSON PROVENZANO:  Okay.  How

         12  was the surcharge, where was it, did people know

         13  they were paying this surcharge, or like when you

         14  got, did we realize there were two and now it is

         15  one, or did anybody know that?

         16                 MR. GRATHAL;  I think most people

         17  would not even have known there was a surcharge

         18  because the way the New York State administers the

         19  New York City Personal Income Tax, the rates were

         20  effectively combined in the tax documents that were

         21  mailed out to individuals.  So if you were somebody

         22  who was required to look in the law occasionally,

         23  like I am for my job, you are aware like where the

         24  surcharge was, how it was actually stated.  It was

         25  actually stated in the law as 14 percent times the
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          2  base tax rate. It was not even enacted as a set of

          3  individual tax rates and brackets like the law you

          4  see in front of you.  Which, I think, is why when

          5  they tact on these new rates and brackets, they had

          6  to sort of enact a combined set of rates and

          7  brackets in order to just layer on a couple of

          8  additional brackets.  It would have been very

          9  complicated - -

         10                 CHAIRPERSON PROVENZANO:  But

         11  basically, it is the same rate though.

         12                 MR. GRATHAL:  Effectively, it is

         13  exactly the same rate.  It is just enacted slightly

         14  differently.

         15                 CHAIRPERSON PROVENZANO:  Could you,

         16  just then, briefly explain the PIT thing, you know,

         17  when, so if I make, which I don't, but over

         18  $150,000, then I am eligible to pay this PIT, but

         19  nothing happens if you make less than that, or are

         20  they taking out money on people anyway?

         21                 CHAIRPERSON WEPRIN:  On a joint

         22  return, $150,000. It is $100,000 on a single return.

         23                 CHAIRPERSON PROVENZANO:  Okay.  So

         24  that has to be $150,000, but it is not gross income,

         25  it's --
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          2                 MR. GRATHAL:  Taxable income.

          3                 CHAIRPERSON WEPRIN:  It is taxable

          4  income, but the full amount does not kick in until

          5  $200,000.  So between 150 and 200 thousand it is

          6  graduated, it is not on your full income for he

          7  recapture.

          8                 CHAIRPERSON PROVENZANO:  Now you know

          9  why I am not a Finance Major.  Okay.  We better get

         10  something really simple to explain to our

         11  constituents.

         12                 COUNCIL MEMBER ODDO:  Yes, what the

         13  recapture provision basically does is, and it was

         14  reported by a number of newspapers differently than

         15  what some people thought was the original proposal,

         16  which means that it is not the full income does not

         17  kick in at $200,000, not at $150,000.  So in other

         18  words, between 150 and 200 thousand you only pay the

         19  surcharge on the 50,000, not on the full 150,000.

         20                 If you make 200,000 or more, it goes

         21  all the way back.  And the reason they did that was

         22  they want to make sure that somebody that makes

         23  152,000 does not end up paying more in taxes than

         24  somebody who makes 140,000, or 130,000 because of

         25  charging your whole income.  So I think they did it
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          2  at a level of 200,000, or anybody who makes 200,000

          3  is going to be, is not going to be paying, you know,

          4  less in taxes than somebody making between 150 and

          5  200 thousand.

          6                 CHAIRPERSON QUINN:  Mr. Chair, with

          7  the question that Councilman Oddo just answered,

          8  either way, whether it is the 50 or the whole, it is

          9  still of the taxable income, right, not the gross,

         10  or is the 50 of the gross?

         11                 CHAIRPERSON WEPRIN:  It is the

         12  adjusted gross.

         13                 COUNCIL MEMBER ODDO:  Well it is the

         14  adjusted gross income, but over 200,000 is the full

         15   - -

         16                 MR. GRATHAL:  I think that the phased

         17  in income threshold is based on adjusted gross

         18  income.  So it is 150 of adjusted gross income to

         19  200,000 in adjusted gross income for joint filers.

         20                 And, but the tax is actually --

         21                 COUNCIL MEMBER QUINN:  Yes, exactly.

         22                 CHAIRPERSON WEPRIN:  I said that

         23  before you came in, Council member.

         24                 COUNCIL MEMBER QUINN:  Adjusted gross

         25  income, does that, that means taxable?
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          2                 MR. GRATHAL:  It is gross income.  It

          3  is basically, you know, on the federal return you

          4  add up the first 19 lines, and it is your wages,

          5  your investment income, your self employment income,

          6  and pensions, and other types of income, and it adds

          7  up to your total federal gross income.  And then to

          8  get the New York State adjusted gross income, there

          9  are some additions and some subtractions to the

         10  federal adjusted gross income to get your New York

         11  State adjusted gross income, which is what we use

         12  for calculating New York City.

         13                 COUNCIL MEMBER QUINN:  But then where

         14  does the provision that it is only on your taxable

         15  income come in?

         16                 MR. GRATHAL:  That is what the tax is

         17  calculated based upon.  Like for example, - -

         18                 COUNCIL MEMBER QUINN:  Let me ask

         19  this, in a kind of a layperson way, if that is okay.

         20                 MR. GRATHAL:  Sure.

         21                 COUNCIL MEMBER QUINN:  Because like

         22  that there were even 19 lines you would add up, is

         23  vast more knowledge than I have actually of the tax

         24  forms.  So, I am, for argument sake, let's say,

         25  let's be kooky, for argument sake I was in a married
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          2  couple, that is kooky, and therefore I could file a

          3  joint return.

          4                 So I am in this married couple, we

          5  can file a joint returns, and envision the married

          6  couple, however, you want, and we make over 150,000,

          7  right?  Do I start paying, or we may go over

          8  $200,000, do I start paying, do was start paying the

          9  increase, the second the one employer says 100 and

         10  the other employer says 100 equaling 200,000, or do

         11  we start paying the extra after I make 100, she

         12  makes 100, it is 200,000, or do you make it after

         13  you know, one makes 150, one makes 100, it is

         14  250,000, and then after the deductions and the this,

         15  and the that, and you get down, at what point is it?

         16                 MR. GRATHAL:  Well your increase in

         17  tax will occur when your combined joint income is

         18  greater than $150,00.

         19                 CHAIRPERSON QUINN:  And that is my

         20  total income. Like my employer says I make 100, and

         21  her employer says she makes 50, so together we are

         22  getting taxed more, or is it only after, you know,

         23  really on paper you make 200, but there is 50,000

         24  that gets written off to this, that, and the other?

         25                 MR. GRATHAL:  It is basically your
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          2  taxable income, which is your gross income less your

          3  itemized or standard deductions, dependent

          4  exemptions.

          5                 COUNCIL MEMBER QUINN:  Okay, so it is

          6  what, what we all are referring to as taxable.

          7                 MR. GRATHAL:  Taxable, right, your

          8  combined is your combined taxable income.

          9                 COUNCIL MEMBER QUINN:  And is that

         10  case with the 50,000, the difference thing that the

         11  Chair was explaining, and with the 200,000, or just

         12  with the 200,000?

         13                 MR. GRATHAL:  Well if you start with

         14  the 150,000 in taxable income, and then raise it

         15  from there, there is this two rate increase and two

         16  additional brackets which are going to increase your

         17  tax liability.

         18                 COUNCIL MEMBER QUINN:  But it is

         19  still untaxable.

         20                 MR. GRATHAL:  Yes, it is still

         21  untaxable.

         22                 COUNCIL MEMBER QUINN:  Yes, okay.

         23                 MR. GRATHAL:  And then in addition to

         24  that there is this great recapture, which is phased

         25  in starting at 150 of taxable income.
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          2                 COUNCIL MEMBER QUINN:  Okay.

          3                 MR. GRATHAL:  But the definition of

          4  the phase in range is really based on your adjusted

          5  gross income.

          6                 COUNCIL MEMBER QUINN:  Right.

          7                 MR. GRATHAL:  I mean on your, yes,

          8  your adjusted gross income.

          9                 So the calculations actually based on

         10  the taxable income, but the phase in range is

         11  actually based on the adjusted gross income.  Except

         12  that - -

         13                 COUNCIL MEMBER QUINN:  You are

         14  killing me with the excepts.

         15                 MR. GRATHAL:  Well you know we never

         16  had this before, you know, so it wasn't fun for us

         17  to sort of figure this out.

         18                 CHAIRPERSON WEPRIN:  It was a problem

         19  for Michael Cooper from the New York Times.

         20                 COUNCIL MEMBER QUINN:  Exactly.

         21                 MR. GRATHAL:  So the phase in range

         22  is based on adjusted gross income.

         23                 COUNCIL MEMBER QUINN:  Okay.

         24                 MR. GRATHAL:  Although the tax

         25  calculation for that, additional liabilities based
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          2  on taxable income.  And they wrote a sort of catch

          3  all into it so that you could have somebody with a

          4  very high adjusted gross income, but maybe a lot of

          5  their income is, for example, in New York City

          6  Municipal Bonds, they have a very low, this person

          7  may not - -

          8                 COUNCIL MEMBER QUINN:  In theory.

          9                 MR. GRATHAL:  This person would not

         10  pay this additional rate recapture, because their

         11  taxable income would be below, would be low.

         12                 COUNCIL MEMBER QUINN:  Okay.

         13                 MR. GRATHAL:  So it really the taxes

         14  based on taxable income, this phased in range is

         15  based on adjusted gross income, but there is this

         16  sort of loophole to take care of to push out all the

         17  people who have very low taxable income, but high

         18  adjusted gross income.

         19                 COUNCIL MEMBER QUINN:  Thank you.

         20                 MR. GRATHAL:  I know that did not

         21  like make it.

         22                 COUNCIL MEMBER QUINN:  No, no, no,

         23  that was helpful.

         24                 MR. GRATHAL:  Not really clear.

         25                 CHAIRPERSON WEPRIN:  The good news is
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          2  it is only for two years.

          3                 MR. GRATHAL:  Or three years.

          4                 CHAIRPERSON WEPRIN:  Three years, I

          5  am sorry, three years, correct.

          6                 We have been joined, actually I do

          7  not think I have introduced him, by our Minority

          8  Leader and Minority Whip, Council Member Jim Oddo

          9  and Dennis Gallagher.

         10                 Council Member Oddo.

         11                 COUNCIL MEMBER ODDO:  Thank you.  The

         12  surcharge nets us how much in Fiscal Year 2004?

         13                 MR. GRATHAL:  Yes, 644.

         14                 COUNCIL MEMBER ODDO:  Okay, and it is

         15  retroactive to, it is being applied retroactively to

         16  when?

         17                 MR. GRATHAL:  January 1st.

         18                 COUNCIL MEMBER ODDO:  Okay.  How much

         19  money does it generate, does it generate anything,

         20  are there any Fiscal Year 2003 implications.

         21                 MR. GRATHAL:  No there are not.

         22                 COUNCIL MEMBER ODDO:  None?  Okay.

         23  Can you explain, why are there no Fiscal Year 2003?

         24                 MR. GRATHAL:  Well, simply put, you

         25  know, the law has not been enacted yet.  And --
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          2                 COUNCIL MEMBER ODDO:  So in other

          3  words, oh, okay. So by the time you actually --

          4                 MR. GRATHAL:  If it were enacted

          5  today and signed by the Mayor Monday, theoretically

          6  somebody could mail in money before July 1st.

          7                 COUNCIL MEMBER ODDO:  Okay, it is

          8  understood.  Okay thank you.

          9                 CHAIRPERSON WEPRIN:  Council Member

         10  Felder, you have a question?

         11                 COUNCIL MEMBER FELDER:  First of all,

         12  I want to thank my colleagues for being inquisitive.

         13    And I really think that on an item like this, we

         14  need more time to discuss this.  I need more time,

         15  and I am the CPA on the City Council.  I have a lot

         16  of questions and we sort of how to vote now and go

         17  in and vote on it, which I do not think is

         18  reasonable.  So I think we need more time when it

         19  comes to these issues to be able to discuss it in

         20  the future.

         21                 Second of all, the 150,000, 200,000,

         22  I think is bizarre.  I do not understand it.  I

         23  understood what you said, I don't mean I didn't

         24  understand what you said, I don't like it, it does

         25  not make sense that somebody after 200,000 suddenly
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          2  it kicks in for everything before 200,000, that does

          3  not make sense.  If you are giving somebody a

          4  surcharge because they are making increased income,

          5  they should be getting the surcharge on the

          6  increased income.  And who decided that 152,000 is

          7  better than 202,000, it just does not make sense, it

          8  is illogical.  And I do not make that money either,

          9  I a sitting near Madeline, maybe together.

         10  And finally, in terms of the rate, whether it is

         11  usance (phonetic) or not, it is appalling, because

         12  the way it is, am I right, that you cannot abate

         13  interest, is under the law.  Let me ask the

         14  question, can you abate interest under the law?

         15                 ASSOCIATE COMMISSIONER LEE:  I

         16  cannot.

         17                 COUNCIL MEMBER FELDER:  Right, that

         18  is the right answer.  Can you abate penalty on the

         19  law?

         20                 ASSOCIATE COMMISSIONER LEE:  But

         21  there is no penalty.

         22                 COUNCIL MEMBER FELDER:  But if there

         23  were penalty, could you abate it?

         24                 ASSOCIATE COMMISSIONER LEE:  I

         25  honestly do not know the answer to it.
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          2                 COUNCIL MEMBER FELDER:  Well I will

          3  answer it, the answer is yes.  That if there were a

          4  penalty, you would be able to abated it.  And to

          5  combine this to not have a penalty, just have a rate

          6  of 18 percent, which is you are smacking, not you,

          7  you know, I have nothing with you, but you are

          8  really smacking taxpayers with an 18 percent, what

          9  you are doing is you are combining the penalty and

         10  the interest, which is really unfair, because in

         11  certain situations where somebody can make a

         12  compelling argument that there should be no penalty,

         13  yet, the City should not be losing money by getting

         14  interest plus, there is no way out of it.  The only

         15  way the Finance Department can do anything about

         16  that is if they reduce the principle, which they are

         17  not going to do, and that makes sense.

         18                 So under the current system, for my

         19  colleagues, and for myself, I think for the record,

         20  the way the system works now, it is really

         21  unconscionable because we have no method, we have no

         22  mechanism by where the City is able to make any sort

         23  of leeway when the case comes in that they say, you

         24  know, we should not be penalizing this person's

         25  interest, we have to charge them because if they had

                                                            35

          1  COMMITTEE ON FINANCE

          2  had the money in the bank, even though they would be

          3  making 2 percent now, we have to charge them a lot

          4  more.  So we smacking them with 10 percent, and then

          5  we smack them with an additional 8 percent now, and

          6  there is no way that, there is no one, including the

          7  Commissioner, am I right, Sam, including the

          8  Commissioner, oh, you are not testifying, including

          9  the Commissioner, has no authorities.  Is that true,

         10  the Commissioner, has no authority to abate the

         11  interest?

         12                 ASSOCIATE COMMISSIONER LEE:  Yes, you

         13  are right.

         14                 COUNCIL MEMBER FELDER:  Okay, and

         15  that is not fair, I do not think it is right.  Do

         16  you think it is fair?

         17                 ASSOCIATE COMMISSIONER LEE:  Mr.

         18  Felder, can I just make a few comments?

         19                 COUNCIL MEMBER FELDER:  Sure.

         20                 ASSOCIATE COMMISSIONER LEE:  Okay.

         21  Based on our survey on jurisdiction, on the

         22  nationwide bases, I think New York City in terms of,

         23  is kind of like in the middle of the pack.  There

         24  are a few other cities, City municipal government,

         25  charge a lot more than we do, and I just give you a
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          2  few examples.

          3                 Atlanta, Georgia, they charge 12

          4  percent as the basic or interest rate charge, after

          5  90 days, there is not a 10 percent penalty add onto

          6  12 percent, so that give you like an annual --

          7                 COUNCIL MEMBER FELDER:  What is the

          8  real estate tax in Atlanta, Georgia?

          9                 ASSOCIATE COMMISSIONER LEE:  I do not

         10  have the answer to those questions.

         11                 COUNCIL MEMBER FELDER:  Okay.

         12                 ASSOCIATE COMMISSIONER LEE:  However,

         13  they do not differentiate between the high rate or

         14  the low rate.

         15                 COUNCIL MEMBER FELDER:  I am not

         16  trying, look, this is not, I am not trying to give

         17  you an argument.  I am just saying that the system

         18  as is, and it is not your responsibility, and it is

         19  not Sams or anybody else here, I am just telling

         20  you, and I am sharing the frustration that I think

         21  my constituents, as well as people who work for the

         22  City, as well as your colleagues share, that they

         23  have no ability to do anything when a taxpayer comes

         24  in, like my colleague, Helen Sears mentioned, who

         25  had a problem, there is no mechanism really, even
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          2  though you try helping us as much as you can, and we

          3  appreciate it, under the law, you cannot do

          4  anything.  There is a fixed rate of interest, no

          5  penalty, and you have to charge it, and there is

          6  really nothing that can be done, that is not

          7  reasonable, it really is not reasonable.  And I

          8  think, we, as a body, should help our friends here

          9  at finance have the ability to make some sort of

         10  adjustment for taxpayers without having to, you

         11  know, move out of town, to Atlanta, Georgia.

         12                 CHAIRPERSON WEPRIN:  I want to remind

         13  our colleagues that we told our colleagues that we

         14  were going to start the Stated meeting promptly at

         15  four o'clock.  The Speaker indicated that, and was

         16  would like to move this along.  So if there are no

         17  further questions, I would like to couple the four

         18  resolutions and the PIT as one items, if there is no

         19  objection.  No objection, call the roll please.

         20                 COUNCIL CLERK: Weprin.

         21                 CHAIRPERSON WEPRIN:  Aye.

         22                 COUNCIL CLERK: Perkins

         23                 COUNCIL MEMBER PERKINS:  Aye.

         24                 COUNCIL CLERK:  Provenzano.

         25                 COUNCIL MEMBER PROVENZANO:  Yes.
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          2                 COUNCIL CLERK:  Nelson.

          3                 COUNCIL MEMBER NELSON:  Aye.

          4                 COUNCIL CLERK:  Quinn.

          5                 COUNCIL MEMBER QUINN:  Aye.

          6                 COUNCIL CLERK:  Rivera.

          7                 COUNCIL MEMBER RIVERA:  Aye.

          8                 COUNCIL CLERK:  Brewer.

          9                 COUNCIL MEMBER BREWER:  Aye.

         10                 COUNCIL CLERK:  Comrie.

         11                 COUNCIL MEMBER COMRIE:  Aye.

         12                 COUNCIL CLERK:  DeBlasio.

         13                 COUNCIL MEMBER DEBLASIO:  Aye.

         14                 COUNCIL CLERK:  Felder.

         15                 COUNCIL MEMBER FELDER:  I pass.

         16                 COUNCIL CLERK:  Fidler.

         17                 COUNCIL MEMBER FIDLER:  Aye.

         18                 COUNCIL CLERK: Jackson.

         19                 COUNCIL MEMBER JACKSON:  Aye.

         20                 COUNCIL CLERK:  McMahon.

         21                 COUNCIL MEMBER MCMAHON: Yes.

         22                 COUNCIL CLERK: Sears.

         23                 COUNCIL MEMBER SEARS:  Permission to

         24  explain my vote?  Thank you.  I vote for this, but I

         25  do think that in the future the Finance Committee
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          2  needs to look at exactly the issue that is raised in

          3  terms of interest and penalties, and that we should

          4  separate them.  Because the certainly, the penalties

          5  have been negotiable, interest is not, and I think

          6  we should certainly have that liberty to do that,

          7  and I ask the Finance Committee the look at it.

          8  Thank you. I vote aye.

          9                 COUNCIL CLERK:  Gallagher.

         10                 COUNCIL MEMBER GALLAGHER:  I vote no

         11  on Intro. 492. Yes, on M614 and corresponding

         12  Resolution 939, and I abstain on Reso. 940 and 941,

         13  and Reso. 942.

         14                 COUNCIL CLERK:  Oddo.

         15                 CHAIRPERSON WEPRIN:  I wanted to make

         16  it hard for the Republicans so I coupled everything.

         17                 COUNCIL MEMBER ODDO:  Isn't it hard

         18  enough?  I vote the same way as Gallagher.  No, on

         19  Intro. 492, yes, on M614 and Resolved. 939, and

         20  abstain on the others.

         21                 CHAIRPERSON WEPRIN:  That is why you

         22  made him Whip, right?

         23                 COUNCIL CLERK:  Moskowitz.

         24                 COUNCIL MEMBER MOSKOWITZ:  I vote

         25  aye.
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          2                 COUNCIL CLERK:  Felder.

          3                 COUNCIL MEMBER FELDER:  Am I the

          4  last? Then I pass.

          5                 COUNCIL CLERK:  Fidler.

          6                 COUNCIL MEMBER FIDLER:  I am not

          7  thrilled, but I will vote aye on all.

          8                 COUNCIL CLERK: Boyland.

          9                 COUNCIL MEMBER BOYLAND: I pass.

         10                 COUNCIL CLERK:  McMahon.

         11                 COUNCIL MEMBER MCMAHON:  I ask

         12  permission to explain my vote.

         13                 CHAIRPERSON WEPRIN:  So granted.

         14                 COUNCIL MEMBER MCMAHON:  Thank you.

         15  I know and I think we have to make clear to everyone

         16  that the vote that we make today on the Income Tax

         17  Surcharge Intro. 492, is a part of a process that we

         18  have undertaken as a City Council to stand up and do

         19  what is right for the City of New York no matter how

         20  unpleasant, no matter how, as much as we do not like

         21  to raise taxes, we all know that the City faced over

         22  18 months an $8 billion deficit out of a $15 billion

         23  operating budget.  And as much as we sit and talk

         24  about this particular surcharge, this is part of the

         25  package that we voted for the Home Rule on already,
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          2  and as much as I do not like it, I also do like the

          3  fact that the City is in the hole that it is in.

          4  And I therefore feel it is my obligation pursuant to

          5  the oath that I took as I took Office to uphold the

          6  Charter of the City of New York, which requires us

          7  to balance the budget.  No matter how much we think

          8  our own interests might be affected.

          9                 On the matters, on the other matters

         10  regarding the interest payments on real estate taxes

         11  and water taxes, I hereby put the City on notice and

         12  the Finance Committee, - -  Mr. Chairman, can I have

         13  order?  I think everyone should be put on notice

         14  that given the times that we are in, we have to do

         15  all that we can.  Yet, to charge 18 percent on the

         16  interest for homeowners who, for whatever reason

         17  cannot make a payment immediately is ridiculous, and

         18  I also think that the upset number between the 9

         19  percent and the 18 percent, which is 2,750, and has

         20  not been adjusted since 1973, certainly has to be

         21  looked at.

         22                 However, I the spirit in standing up

         23  and doing what I think is right and what I was

         24  elected to do, at this point, I vote aye on all.

         25                 CHAIRPERSON WEPRIN:  Just think twice
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          2  a week Sanitation pickup.

          3                 COUNCIL CLERK: Lopez.

          4                 COUNCIL MEMBER LOPEZ:  Aye on all.

          5                 COUNCIL CLERK:  Boyland.

          6                 COUNCIL MEMBER BOYLAND:  Aye on all.

          7                 COUNCIL CLERK:  Felder.

          8                 COUNCIL MEMBER FELDER:  I vote aye on

          9  all, I vote no on 940, 941, and 942.

         10                 CHAIRPERSON WEPRIN:  Announce the

         11  vote.

         12                 COUNCIL CLERK:  By a vote of 19 in

         13  the affirmative, 0 in the negative, no abstentions,

         14  the items are adopted, with the exceptions of Intro.

         15  492, which was adopted by a vote of 17 in the

         16  affirmative, 2 in the negative, and no abstentions;

         17  and with the exceptions of Resolutions 940, 941, and

         18  942, which are adopted by a vote of 16 in the

         19  affirmative, 1 in the negative, and two abstentions.

         20    Please sign the Committee reports.

         21                 CHAIRPERSON WEPRIN:  Please sign the

         22  Committee reports.  And we are going to proceed

         23  directly to a Stated meeting, so please, members

         24  hang around.

         25                 (Hearing adjourned at 4:15 p.m.)
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