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4.4M to get state tax help

Bipartisan plan awaiting legislative approval includes state income tax overhaul, funds for infrastructure

By RICK KARLIN and JIMMY VIELKIND

December 7, 2011

ALBANY — Gov. Andrew Cuomo and state legislative leaders are poised to end 2011 with another display of bipartisan accommodation after striking a deal Tuesday that would rewrite the state income tax code and address a host of issues ranging from inner-city youth unemployment to disaster relief.

Under the new tax plan, those earning between $40,000 and $300,000 would see a slight reduction in their taxes. Rates for those making between $300,000 and $2 million would revert to 2008 levels — before New York imposed a surcharge on upper-income earners. Those making more than $2 million would see an increase from the pre-surcharge rate of 6.85 percent to 8.82 percent.

Aides to the governor said 4.4 million state taxpayers would see a cut.

The new tax code will generate $1.9 billion in new revenue, Cuomo said in a statement. The changes would be effective through 2014, and rates would be indexed for inflation in 2013 and 2014.

The deal could be finalized by the Legislature this week: Assembly Democrats said they planned to receive a "message of necessity" from Cuomo that would allow them to pass the new tax bill immediately, without the three-day aging required of regular legislation.

Senate Republicans were also scheduled to meet on Wednesday, although their plans to go into session had not crystallized by Tuesday evening.

Cuomo, Assembly Speaker Sheldon Silver, a Democrat, and Republican Senate Leader Dean Skelos issued a joint news release about the bargain Tuesday afternoon.

The higher tax rates come amid pressure on Cuomo's left flank from groups — including Assembly Democrats, labor unions and the education lobby — that have long pushed for the renewal of the current surcharge, which could have brought in as much as $5 billion. It expires at the end of the month.

Cuomo had previously stood firm, saying he wouldn't raise taxes in a state already known for carrying one of the nation's highest burdens — especially when including property taxes, fees and other costs.

But the governor in recent weeks softened his stance, talking about the need to create jobs to jump-start the economy. The package contains a $1 billion fund for infrastructure projects such as road and bridge repair, as well as tax credits to boost hiring of inner-city youth. The leader also agreed to support the idea of a constitutional amendment to expand casino gambling — another item pitched as a jobs initiative.

To make the deal palatable for Senate Republicans, there's $50 million in flood relief, and a $250 million rollback of a payroll tax on businesses on Long Island and the Hudson Valley to fund the Metropolitan Transportation Authority.

"It's going to be down to the minute weighing pros and cons, and I think everyone will be in that boat," said Assemblyman Pete Lopez, R-Schoharie. "I give the governor full credit for his creativity in putting this together, though. He gets high marks."

The agreement also creates a 13-member state Tax Reform and Fairness Commission to examine long-term changes to the tax structure.

Reaction to the new tax structure was cautiously optimistic by labor and education groups as well as some business organizations. The former noted that the new tax structure will bring in less money than the surcharge, while the latter praised the middle-class cuts as well as elements designed to boost employment.

Still, many observers were quick to note that this deal won't close the $3.5 billion budget deficit that must be closed by April 2013, and they observed that the estimated $1.9 billion in receipts are substantially less than the $5 billion that a continued surcharge was estimated to generate.

"I don't see how we plug all those holes," said Ron Deutsch of New Yorkers For Fiscal Fairness, which has long supported higher taxes on top earners.

Some on the right, meanwhile, were quick to accuse the governor of backing off his no-new-taxes stance.

"New York already has the highest taxes in America, and the governor was elected on a firm pledge of no more tax hikes," said Liz Feld of New Yorkers for Growth.

"If this is permanent, this is the biggest single tax increase in half a century," said E.J. McMahon of the conservative Empire Center.

The increase also solidifies New York's place in the nation's top half-dozen states for income tax, with New Jersey, California, Iowa, Hawaii and Vermont.

The higher tax also suggests Cuomo is "unwilling or unable to close the budget gap with spending decreases," McMahon added.

Others criticized the secrecy with which the deal was reached. A coalition of good-government groups — the state League of Women Voters, Common Cause and the Public Interest Research Group — called the process "a continuation of the backdoor deal-making that has defined Albany culture."

Still, even the business groups that have long complained about New York's tax structure offered some praise. Unshackle Upstate groused about the lack of mandate relief for local governments but said elements of the deal such as "tax relief for the state's manufacturing sector," additional aid for flood-ravaged communities and support for the streamlined "design-build" construction process for infrastructure improvements should stimulate private sector job growth.

Cuomo has also been pushing more design-build projects, in which a single company can be chosen to both design and construct buildings, roads or other infrastructure. Supporters say it saves money on projects, while unions worry it gives big companies an undue edge.

The rollback of the MTA payroll tax was critical for Long Island legislators like Skelos, R-Nassau County, whose support was necessary to bring the package to the floor. In a statement, the Republican leader said he was "pleased that this proposed agreement realizes long-held Senate Republican priorities."

Sen. Roy McDonald, R-Saratoga, was generally positive about the deal. "I'm happy to a certain extent that they're all working together, but I'd like to look at the details," he said. "My question is, where's the money going?"

McDonald also had concerns about moving forward on casino gambling at sites other than Saratoga Springs. The Spa City is home to a racino that helps subsidize the thoroughbred track that is the jewel of racing, and he said that money needs to continue.

Cuomo used the same play on the left, picking up the support of powerful labor groups like the United Federation of Teachers to mollify legislators who might have wanted more revenue. Assembly members pushed for a proposal that would have brought in more revenue, but most seemed content with half a loaf.

"It's a good deal. We've all compromised a bit, but we're on our way," said Assembly Majority Leader Ron Canestrari, D-Cohoes.

Cuomo chose to act before redistricting is settled. Also, it would be difficult to argue the new tax brackets are a cut after Jan. 1, when the surcharge expires.

"It's important to do this now," said Silver. " ... It's important to do what we can to employ New Yorkers."
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