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          1  COMMITTEE ON FINANCE

          2                 CHAIRPERSON WEPRIN: Welcome to the

          3  meeting of the City Council Finance Committee. My

          4  name is David Weprin and I'm Chair of the Finance

          5  Committee.

          6                 Today is June 5th, the date that the

          7  Charter sets as the target date for adoption of the

          8  upcoming fiscal year's budget.

          9                 While we are not adopting a budget

         10  today, we are considering a number of budget-related

         11  bills. The Committee will consider Intro. No.'s, 457

         12  and 497, two proposed local laws which would change

         13  the way in which interest rates are calculated when

         14  the City has to pay interest and overpayment of

         15  taxes by corporations and banks, as well as the

         16  interest rates that corporations and banks have to

         17  pay the City on delinquent amounts when they

         18  underpay their taxes.

         19                 Intro. 457 will allow the City to

         20  charge the short-term federal rate, federal reserve

         21  rate plus five percent, rather than three percent

         22  when corporations of banks underpay their City

         23  business taxes, and it lowers the rate the City will

         24  have to pay when corporations and banks erroneously

         25  overpay their taxes, keep in mind that when
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          2  corporations and banks overpay their business taxes,

          3  it is not as if the City overwithheld taxes from

          4  them, their taxes are not subject to withholding by

          5  the City, so the City should not be penalized by

          6  having to pay an unduly high interest rate on their

          7  overpayments.

          8                 Finally, we will consider a

          9  preconsidered Intro. Extending the date by which the

         10  Council shall adopt the budget from today until next

         11  Thursday, June 12th. We will be getting a message of

         12  necessity from the Mayor on this extender, and it

         13  will be voted today by the full Council.

         14                 We will now hear from the Department

         15  of Finance on the overpayment and underpayments of

         16  bills.

         17                 Is the Department of Finance here?

         18                 Okay, let me just introduce the

         19  members that are here. We have our Deputy Majority

         20  Leader Council Member Perkins from Manhattan,

         21  Council Member Mike Nelson from Brooklyn, who is

         22  Chair of the Subcommittee on Revenue and Forecasting

         23  of the Finance Committee. Council Member Bill

         24  DeBlasio from Brooklyn, Council Member Helen Sears

         25  from Queens, Council Member Gale Brewer from
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          2  Manhattan, Council Member Christine Quinn from

          3  Manhattan, our Majority Leader Council Member Joel

          4  Rivera from the Bronx, on the far right. Council

          5  Member Simcha Felder from Brooklyn, Council Member

          6  Mike McMahon from Staten Island, Council Member Lew

          7  Fidler from Brooklyn, and Council Member Margarita

          8  Lopez on the left from Manhattan, and coming in our

          9  Majority Whip, Council Member Leroy Comrie from

         10  Queens.

         11                 Could you please identify yourself

         12  and state your name and title for the record.

         13                 ASSISTANT COMMISSIONER HYMAN: My name

         14  is Michael Hyman. I'm the Assistant Commissioner for

         15  Tax Policy at the New York City Department of

         16  Finance.

         17                 On behalf of the Administration we

         18  support both Intro. 497 and 457. We believe these

         19  are important tax compliance tools. It also will

         20  make the City tax law in conformity with the State

         21  law. The State recently changed its rates to these

         22  levels, and historically the City rates have been in

         23  conformity with the State, so I would be happy to

         24  answer any technical questions and we support the

         25  proposals.
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          2                 CHAIRPERSON WEPRIN: Council Member

          3  Perkins would like to vote on the two. Hold off on

          4  the extender, right?

          5                 Council Member Perkins is going to

          6  vote on the two intros, 457 and 497, and then we'll

          7  leave the roll open if we vote on the third item.

          8  This is on the over and under-payments.

          9                 COUNCIL MEMBER PERKINS: Thank you

         10  very much, Mr. Chairman. I have a pressing matter

         11  that I have to attend to right away, so I appreciate

         12  your indulgence in allowing me to vote right now.

         13  And therefore, I want to vote aye on both matters.

         14  Thank you.

         15                 CHAIRPERSON WEPRIN: Thank you.

         16                 Any questions for the Finance

         17  Department?

         18                 Council Member Brewer.

         19                 COUNCIL MEMBER BREWER: Thank you very

         20  much. I'm mindful of an earlier discussion with

         21  Council Member Simcha Felder, and one of the

         22  questions I have are, do many banks or corporations

         23  overpay?

         24                 ASSISTANT COMMISSIONER HYMAN: Well, I

         25  should mention that they do overpay a lot of times.
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          2  Banks and corporations, especially larger ones, want

          3  to make sure they have enough payments so that they

          4  aren't subject to the underpayment penalty. The way

          5  they generally work is they do overpay, and at the

          6  end of the year they can either receive a refund, or

          7  they can carry forward the overpayment to the next

          8  year.

          9                 If they do this in a timely manner,

         10  it doesn't cost the City any money. It's only when

         11  they request refunds and the City doesn't pay on a

         12  timely manner that this would be triggered. So, in

         13  general we do not pay interest on all these

         14  overpayments.

         15                 As far as just the cash flow, there

         16  is a pattern that a lot of corporations do, they

         17  don't really time their payments to protect their

         18  liability accurately and so we look at overpayments

         19  that could get carried forward to the following

         20  year.

         21                 COUNCIL MEMBER BREWER: Thank you very

         22  much, Mr. Chairman.

         23                 CHAIRPERSON WEPRIN: You're welcome.

         24                 Council Member Felder.

         25                 COUNCIL MEMBER FELDER: Technically
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          2  the rate at which the City charges individuals

          3  interests, the interest rate on real estate tax, the

          4  water tax, that's not paid. That's not the federal

          5  rate plus something, it's extraordinarily high. Is

          6  that something, I don't know if it's to the staff

          7  here or to you, who legislates that?

          8                 ASSISTANT COMMISSIONER HYMAN: I would

          9  have to double-check. I believe it is State

         10  Legislators, but I could double-check for you.

         11                 COUNCIL MEMBER FELDER: Okay, thank

         12  you.

         13                 COUNCIL MEMBER NELSON: I find it

         14  difficult to believe. So, in other words, people

         15  overpay, banks, whoever, receive the six percent

         16  benefit package with this?

         17                 ASSISTANT COMMISSIONER HYMAN: No,

         18  they don't automatically.

         19                 I mean, there's two things going on:

         20  One is just the normal pattern of how corporations

         21  pay their taxes against what they owe. If anything

         22  is done in a timely manner, they are not paid

         23  anything. But the overpayment issue usually comes in

         24  the context of, if for some reason Finance did not

         25  remit a refund in a timely manner, a corporation
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          2  ends its tax year, they overpay, they ask for

          3  $100,000 in refund, if we don't pay within, I think

          4  it's 90 days, we would owe interest. But that

          5  normally does not happen. This is really just to

          6  protect the City in the rare cases where it may

          7  happen, so that our interest rate is at a lower

          8  level. It's basically given the historically low

          9  federal rates that, you know, currently there is a

         10  floor that we have to pay at least six percent,

         11  whereas you know, federal rates are one to two

         12  percent these days.

         13                 COUNCIL MEMBER NELSON: Right, because

         14  it would have been absurdity for this City to lose

         15  money this way. So, I'm glad to vote to rectify

         16  this, however.

         17                 Thank you, Mr. Chair.

         18                 CHAIRPERSON WEPRIN: Council Member

         19  Sears, did you have a question?

         20                 COUNCIL MEMBER SEARS: Just a brief

         21  one.

         22                 Thank you, Mr. Chair. What is in a

         23  timely manner? Is there a very fixed time for that,

         24  or is that open-ended?

         25                 ASSISTANT COMMISSIONER HYMAN: No,
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          2  it's statutorily fixed, I can double-check that time

          3  frame. But when a final return is filed, and if a

          4  taxpayer were to ask for a refund, statutorily we

          5  have a set number of days, it's either 45 or 90, I

          6  believe it's 90 for most taxes, that will have to

          7  remit the refund, or else that's when these type of

          8  penalties would be triggered, and under almost

          9  normal circumstances, and that's why we're actually

         10  saying that this is a minimal revenue impact for the

         11  City, the Finance Department does remit the checks

         12  in a timely manner.

         13                 COUNCIL MEMBER SEARS: So then it's

         14  triggered after that timely manner, which is

         15  statutory.

         16                 ASSISTANT COMMISSIONER HYMAN:

         17  Correct. So, it's somewhat a penalty to the City if

         18  we're not timely and refunding, but we make all our

         19  efforts to be timely.

         20                 Yes, that's a good point. There's

         21  normally, for a lot of corporations they do overpay,

         22  but generally what happens is at the end of the tax

         23  year, they carry forward the amount of their next

         24  year liability, or they do ask for a refund and we

         25  pay it out in a timely manner.
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          2                 COUNCIL MEMBER SEARS: I thank you.

          3                 CHAIRPERSON WEPRIN: Any other

          4  questions?

          5                 Seeing none, we're going to call for

          6  a vote.

          7                 We're actually going to vote on the

          8  extender as well, and we're going to take it all as

          9  one package.

         10                 Okay, Jim Caras, Counsel to the

         11  Finance Committee is going to read a couple of

         12  technical questions.

         13                 Councilman Felder?

         14                 COUNCIL MEMBER FELDER: I think what

         15  was crossed out --

         16                 CHAIRPERSON WEPRIN: It was your name,

         17  I think.

         18                 COUNCIL MEMBER FELDER: I don't care

         19  if it was my name, as long as I get notariety for

         20  it. But it says "by the request of the Mayor" that

         21  was crossed out on two pieces of paper you gave me.

         22  Can you explain what that's about?

         23                 CHAIRPERSON WEPRIN: I think it was

         24  not at the request of the Mayor. It's something that

         25  we were doing on our own.
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          2                 COUNCIL MEMBER FELDER: He just

          3  testified that they're in favor of it, but they're

          4  not requesting it; is that it?

          5                 CHAIRPERSON WEPRIN: No, the

          6  distinction is we're only doing it because the Mayor

          7  initiated it and in this case it's something that

          8  was being done affirmatively, not just because the

          9  Mayor initiated it.

         10                 COUNCIL MEMBER FELDER: I don't know

         11  what you're talking about. Can you explain that? I

         12  mean that.

         13                 CHAIRPERSON WEPRIN: My understanding

         14  is you're referring to the budget extender.

         15                 COUNCIL MEMBER FELDER: Okay, forget

         16  it.

         17                 CHAIRPERSON WEPRIN: Okay, I'm going

         18  to call the question. We're going to couple all

         19  three items into one vote. Call the roll, please.

         20                 Mr. Caras is going to do a technical

         21  correction on the extender bill.

         22                 MR. CARAS: Thank you. On the

         23  preconsidered Intro. We have a couple of technical

         24  corrections from Corp Counsel which we reviewed and

         25  were perfectly fine with.
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          2                 In paragraph five of that bill, I

          3  will read the new language.

          4                 "notwithstanding any inconsistent

          5  provisions of this local law, if the Council has not

          6  fixed the tax rates for the ensuing fiscal year on

          7  or before June 5th, 2003, the Commissioner of

          8  Finance shall, pursuant to subdivision A of Section

          9  15-16A of such Charter, and Section 3 of Local Law

         10  No. 40 for the Year 2002, be authorized to complete

         11  the assessment rolls using estimated rates and to

         12  collect the sums therein mentioned according to the

         13  law."

         14                 And then the second change inserts

         15  the same language in paragraph six. "Notwithstanding

         16  any inconsistent provisions of this local law,

         17  subsequent to June 5th, 2003, the Council shall,

         18  pursuant to Section 1516 of such Charter, fix the

         19  tax rates for the ensuing fiscal year at percentages

         20  different from the estimated rates, real estate tax

         21  payments shall nevertheless be payable in accordance

         22  with subdivision A of Section 1516-A of such

         23  Charter, and Section 3 of Local Law No. 40 for the

         24  Year 2002."

         25                 COUNCIL CLERK: Weprin.
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          2                 CHAIRPERSON WEPRIN: Aye.

          3                 COUNCIL CLERK: Boyland.

          4                 (No response.)

          5                 COUNCIL CLERK: Provenzano.

          6                 COUNCIL MEMBER PROVENZANO: Aye.

          7                 COUNCIL CLERK: Nelson.

          8                 COUNCIL MEMBER NELSON: Aye.

          9                 COUNCIL CLERK: Quinn.

         10                 COUNCIL MEMBER QUINN: Yes.

         11                 COUNCIL CLERK: Moskowitz.

         12                 COUNCIL MEMBER MOSKOWITZ: Aye.

         13                 COUNCIL CLERK: Rivera.

         14                 COUNCIL MEMBER RIVERA: Yes.

         15                 COUNCIL CLERK: Brewer.

         16                 COUNCIL MEMBER BREWER: Yes on all.

         17                 COUNCIL CLERK: Comrie.

         18                 COUNCIL MEMBER COMRIE: Yes to all.

         19                 COUNCIL CLERK: DeBlasio.

         20                 COUNCIL MEMBER DeBLASIO: Aye on all.

         21                 COUNCIL CLERK: Felder.

         22                 COUNCIL MEMBER FELDER: Aye.

         23                 COUNCIL CLERK: Fidler.

         24                 COUNCIL MEMBER FIDLER: I wish I could

         25  get fed plus three. I vote aye on all.
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          2                 COUNCIL CLERK: Jackson.

          3                 COUNCIL MEMBER JACKSON: Aye.

          4                 COUNCIL CLERK: McMahon.

          5                 COUNCIL MEMBER McMAHON: Aye.

          6                 COUNCIL CLERK: Sears.

          7                 COUNCIL MEMBER SEARS: Aye.

          8                 COUNCIL CLERK: By a vote of 16 in the

          9  affirmative, zero in the negative, no abstentions,

         10  all items are adopted.

         11                 Council Members, please sign the

         12  Committee Reports. Thank you.

         13                 CHAIRPERSON WEPRIN: Okay, we're going

         14  to stand in recess. We're not adjourning. The

         15  Finance Committee is in recess in the event we come

         16  back to vote on certain budget items before the next

         17  scheduled meeting. And the record will be open for

         18  those that want to vote who have not voted.

         19                 The Finance Committee stands in

         20  recess.

         21                 (Hearing recessed at 12:30 p.m.)

         22                 (Recessed meeting reopened at 1:01

         23  p.m.)

         24                 CHAIRPERSON WEPRIN: The Finance

         25  Committee is back in session.
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          2                 We've voting on an amended

          3  preconsidered Intro, the one we voted on before,

          4  we're now amending it, and voting on that. Basically

          5  it extends the budget deadline by one additional day

          6  to a very well known date in our calendar, Friday

          7  the 13th.

          8                 A yes vote will be a vote to

          9  recommend this version of the extender to the full

         10  Council, not the version voted on about a half hour

         11  ago.

         12                 For the record, asking for the

         13  additional day, extending it to Friday the 13th, is

         14  at the request of the Mayor.

         15                 Okay, we're going to call the roll.

         16                 COUNCIL CLERK: Weprin.

         17                 CHAIRPERSON WEPRIN: Aye.

         18                 COUNCIL CLERK: Boyland.

         19                 COUNCIL MEMBER BOYLAND: I'd like to

         20  vote aye on this resolution, and also aye on the

         21  last two.

         22                 CHAIRPERSON WEPRIN: The last two

         23  preconsidereds. Certainly.

         24                 COUNCIL MEMBER BOYLAND: Yes, sir.

         25  Thank you.
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          2                 CHAIRPERSON WEPRIN: So ordered.

          3                 COUNCIL CLERK: Lopez.

          4                 COUNCIL MEMBER LOPEZ: Aye on all.

          5                 COUNCIL CLERK: Quinn.

          6                 COUNCIL MEMBER QUINN: Aye.

          7                 COUNCIL CLERK: Felder.

          8                 COUNCIL MEMBER FELDER: Can I be

          9  excused to explain my vote?

         10                 CHAIRPERSON WEPRIN: Yes, you may.

         11                 COUNCIL MEMBER FELDER: Okay, for my

         12  colleagues, just for your edification whatever was

         13  crossed out before, it said by request of the Mayor,

         14  and after difficult negotiations, I was able to

         15  convince the Mayor to put his name back on this

         16  bill, and I just want you to realize what's going on

         17  when you're voting now. The change of the vote now

         18  is because it says "by request of the Mayor" that's

         19  what was crossed out before, and they extended it

         20  for a day. I vote aye.

         21                 CHAIRPERSON WEPRIN: Moskowitz.

         22                 COUNCIL MEMBER MOSKOWITZ: Yes, aye.

         23                 COUNCIL CLERK: Rivera.

         24                 COUNCIL MEMBER RIVERA: Aye.

         25                 COUNCIL CLERK: McMahon.
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          2                 COUNCIL MEMBER McMAHON: If I can be

          3  excused to explain my vote and ask a question.

          4                 The request is that we're extending

          5  the extender from Thursday the 12th, until Friday

          6  the 13th?

          7                 CHAIRPERSON WEPRIN: Right. It has to

          8  do with the amount of time that the bill has to age

          9  in order for the Mayor to sign it, so I think the

         10  intention is that the Mayor wants to sign the bill

         11  before it expires.

         12                 COUNCIL MEMBER McMAHON: So, under

         13  that scenario, his assumption is that we're going to

         14  pass it earlier in the week and then the few days

         15  passed that he can sign it?

         16                 CHAIRPERSON WEPRIN: No, no. There are

         17  a certain number of days it has to age where he can

         18  sign this bill like any other bill, and the idea is

         19  that he would sign it before it expires, so now

         20  he'll sign it before the 13th, not before the 12th.

         21                 COUNCIL MEMBER McMAHON: So, it will

         22  be voted on --

         23                 CHAIRPERSON WEPRIN: He'll probably

         24  sign it on the 12th, and we will be meeting as a

         25  body, or have a Stated Meeting scheduled for the
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          2  13th.

          3                 COUNCIL MEMBER McMAHON: Well, see,

          4  that's my problem because my son graduates from the

          5  8th grade on the 13th, so I understand the business

          6  of the City of New York is important and I

          7  understand the Mayor's schedule is important, but my

          8  13-year-old son's graduation is going to take

          9  precedence here, so I'm urging all my colleagues --

         10                 COUNCIL MEMBER FELDER: You should

         11  have told me. Can I change my vote?

         12                 COUNCIL MEMBER McMAHON: No, you can

         13  always go back and change your vote.

         14                 I vote yes, but with an asterisk that

         15  we put the Mayor on Notice that McMahon's eighth

         16  grade son is graduating from eighth grade that day,

         17  and of course he's invited to the graduation, as you

         18  all are --

         19                 CHAIRPERSON WEPRIN: Don't they know

         20  that's an unlucky day?

         21                 COUNCIL MEMBER McMAHON: Excuse me?

         22                 CHAIRPERSON WEPRIN: Don't they know

         23  that's an unlucky day?

         24                 COUNCIL MEMBER LOPEZ: We're making it

         25  a lucky day.
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          2                 COUNCIL MEMBER McMAHON: We're making

          3  it a lucky day, but this is a major problem.

          4                 CHAIRPERSON WEPRIN: What time is the

          5  graduation?

          6                 COUNCIL MEMBER McMAHON: I'm going to

          7  find that out. That's why I'm leaving the asterisk.

          8  I'm going to put a time provision on my vote that it

          9  must be over by a certain time.

         10                 CHAIRPERSON WEPRIN: Let me make the

         11  assumption that most graduations are in the morning,

         12  and almost all Stated Meetings are in the afternoon.

         13                 So, I know we have a problem, well it

         14  is a problem.

         15                 It's Chavez.

         16                 You voted for that.

         17                 COUNCIL MEMBER FELDER: I thought it

         18  was in the morning.

         19                 COUNCIL MEMBER McMAHON: I can't

         20  believe you voted for that.

         21                 CHAIRPERSON WEPRIN: Council Member

         22  Fidler would like to point out there are no TV

         23  cameras in the room.

         24                 DeBlasio.

         25                 COUNCIL MEMBER DeBLASIO: Aye.
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          2                 CHAIRPERSON WEPRIN: DeBlasio votes

          3  aye.

          4                 COUNCIL CLERK: Jackson.

          5                 COUNCIL MEMBER JACKSON: Aye on all.

          6                 COUNCIL CLERK: Sears.

          7                 COUNCIL MEMBER SEARS: Aye.

          8                 COUNCIL CLERK: Oddo.

          9                 COUNCIL MEMBER ODDO: I was prepared

         10  to vote no when I entered the room but I was

         11  persuaded by the validity of the argument of Council

         12  Member Felder. So I will vote yes.

         13                 COUNCIL CLERK: By a vote of 13 --

         14  Gallagher.

         15                 COUNCIL MEMBER GALLAGHER: Aye.

         16                 COUNCIL CLERK: By a vote of 14 in the

         17  affirmative, zero in the negative, no abstentions,

         18  this preconsidered Intro is adopted.

         19                 (Hearing recessed at 1:08 p.m.)
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