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In the News – New York State
Executive Budget 2019: Closing the Gap
Faced with a $4.3 billion budget gap and an “economic missile” from the federal government,
Governor Andrew Cuomo crafted a $168 billion budget that increases taxes and fees by over $1 billion,
holds annual spending growth in State Operating Funds to 1.9 percent, increases school aid and health
care spending each by 3 percent, and protects New York from tax changes at the federal level.
"A $4 billion deficit," Governor Cuomo explained. "You can’t
possibly get anywhere near where you want to be on education and
health care unless you raise revenues."
The Governor’s spending plan increases education spending
by $769 million, earmarks $4.8 billion for the Metropolitan
Transportation Authority (a 7.4 percent increase); establishes a $500
health care shortfall fund to offset any loss in federal funding; allots
$262 million to support raises for the State’s direct care workers; and
grants a 2.5 percent increase for the Judiciary with the condition that there must be no half-day courts and
trial judges must certify their courts are operating from 9 to 5.
Without the Executive revenue actions, the budget gaps for future years are estimated at $6.4
billion in FY 2020, $8.1 billion in FY 2021, and $8.4 billion in FY 2022. The Executive Budget would
eliminate the gap in FY 2019 and reduce the estimated budget gaps to $2.8 billion in FY 2020, $4.5
billion in FY 2021, and $4.8 billion in FY 2022. In addition, the Division of Budget (DOB) estimates
that if future budgets hold spending growth to 2 percent annually in State Operating Funds, the General
Fund would have a budget gap of $246 million in FY 2020, and surpluses in FY 2021 and FY2022.
To address the shortfalls and fund programming, Governor Cuomo put forth the following
revenue proposals:


Health Insurance Conversions (or comparable transactions). The Financial Plan includes $500
million annually over four years from conversions, acquisitions, related transactions in which
not‐for‐profit health insurers convert to corporations organized for pecuniary profit. According
to published reports, Centene, a for-profit health insurer, has a pending deal to buy Fidelis Care, a
non-profit Catholic health plan, for $3.75 billion. When the sale was announced, the Catholic
Church announced the proceeds would go into a charitable foundation to serve the health care
needs of the poor throughout the state. Under Governor Cuomo's proposal, the church would
have to forfeit a large share of the money to the state, according to a blog post by Bill Hammond,
a health policy analyst for the Empire Center.
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 Impose a Healthcare Insurance Windfall Profit Fee. The Budget imposes a new 14 percent
surcharge on the underwriting gain of health insurance policies ($140 million in 2019, $140
million in 2020).
 Close the Carried Interest Loophole. The Budget treats carried interest as ordinary income for
New York State tax purposes and imposes upon it a fairness fee to eliminate the benefit from
preferential tax rates that exist at the Federal level. This will take effect only when functionally
identical legislation is enacted in Connecticut, Massachusetts, Pennsylvania, and New Jersey.
According to the Governor, this loophole costs the state approximately $100 million every year.
Budget documents indicate: “By imposing a 17 percent ‘Fairness Fix,’ every hedge fund
manager working in New York State - including those living outside of the state - will be
required to pay their fair share and losses under the federal tax code will be compensated. This
proposal could raise $1.1 billion annually and help ease the impacts of the federal tax plan.”
 Impose an Internet Fairness Conformity Tax. The Executive Budget requires marketplace
providers to collect sales tax when they facilitate a third-party sale to residents, whether the seller
is located within, or outside of, New York. Currently, online providers are required to collect
sales tax from New York residents if the seller is in New York. ($75 million in 2019, $150
million in 2020).
 Establish an Opioid Epidemic Surcharge. The Executive Budget imposes a new surcharge of 2
cents per milligram of active opioid ingredient on prescription drugs ($127 million in 2019, $171
in 2020).
 Impose a Vehicle Safety Inspection Fee. A new $120 safety inspection fee will be charged to
privately operated for‐hire/for‐profit passenger carriers for each inspection conducted by DOT.
Vehicles affected will include motor coaches, ambulettes, and large passenger vans/limousines
domiciled in New York; vehicles used for school transportation or public transit will be excluded
($3 million in 2019 and thereafter).
 Defer Business Related Tax‐Credit Claims. Taxpayers must defer their usage of most business
credits for tax years 2018 through 2020, where such credits exceed $2 million. They can begin to
use deferred nonrefundable credits in full starting in 2021, and may use 50 percent of refundable
credits in 2021, 75 percent of the remainder in 2022, and the remainder in 2023 (82 million in
2019, $278 million in 2020).
 Discontinue ESCO subsidy The Executive Budget eliminates the sales tax exemption on the
non‐residential transmission and distribution of gas or electricity when purchased from an Energy
Service Company (ESCO) ($90 million in 2019, $129 million in 2020).
 Impose a Health Tax on Vapor Products. The Executive Budget imposes an excise tax of 10
cents per fluid milliliter on vapor products at the distributor level, equalizing the tax treatment of
tobacco products and the equivalent products used in e‐cigarettes ($6 million in 2019, $10 million
in 2020).
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New York State Taxpayer Protection Act
Governor Andrew Cuomo’s much publicized New York State Taxpayer Protection Act is
beginning to take shape, as the State Department of Taxation and Finance released a preliminary report to
outline options for state tax reform in response to federal tax legislation. The report can be accessed at:
https://www.tax.ny.gov/pdf/stats/stat_pit/pit/preliminary-report-tcja-2017.pdf.
At the direction of Governor Cuomo, the report outlines a series of proposals for consideration
including the potential to create additional opportunities for charitable contributions to New York State
that would be deductible from federal adjusted gross income. The report also outlines potential proposals
for maintaining deductibility by adopting an employer compensation expense tax, including the
possibility of a voluntary employer opt-in system.
State Budget Director Rob Mujica indicated that the Governor hopes to have the legislation
drafted in the 30-day budget amendments.
Charitable Contributions
The new federal tax law retains and raises the limit on charitable deductions, increasing the contribution
limit for 2018 from 50% to 60% of modified Adjusted Gross Income (AGI).
The Governor’s plan would build on the expanded federal deduction by encouraging additional charitable
giving to the State that would be deductible from federal taxable income for those who itemize their
deductions. The State would offer a tax credit that would offset some percentage of the contribution.
Specifically, New York State could establish one or more State-operated charitable funds to receive
taxpayers’ contributions to support the delivery of programs and services across the state that improve the
public welfare, including with respect to healthcare, homelessness and public education. The legislation
establishing these new funds would specify the allowable uses of donations to each fund.
In addition, the State could consider enacting legislation to authorize local governments to incentivize
charitable giving through local property tax benefits.
Payroll Tax
The Tax and Finance report discusses various options to switch all or part of the state income tax for a
payroll tax. Generally the plan, employers would be responsible for paying a payroll tax based upon
withholdings from employee wages. Employees would no longer pay state income taxes. Each worker
paycheck would be reduced by an amount equal to what he or she would owe in the state income tax.
The employer would pay a payroll tax (funded via the employee withholdings) and the company could
then deduct the payroll taxes from its annual taxes.
The report notes that “to the extent that wages are ‘sticky’ in adjusting downward due to contractual
constraints, the minimum wage, or other considerations, these proposals could result in higher labor costs
for employers. In addition, “the salaries of most local government employees are governed by a
combination of civil service laws and collective bargaining agreements with the public-sector unions.
Without the means to adjust salaries downward, the ability of local governments to finance the additional
costs associated with an employer compensation expense tax could be limited.”
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2018 Joint Legislative Hearing Schedule
(Hearings to be held in Hearing Room B, Legislative Office Building, Albany)
January 23

January 24

Tuesday

9:30 AM

Higher Education

9:30 AM

Housing

2:30 PM

Workforce Development

Wednesday

January 25

Thursday

9:30 AM

Transportation

January 29

Monday

10:30AM

Economic Development

January 30

Tuesday

9:30 AM

Public Protection

January 31

Wednesday

9:30 AM

Elementary and Secondary
Education

February 5

Monday

10:00 AM

Local Government Officials/General
Government

February 6

Tuesday

10:00 AM

Human Services

February 7

Wednesday

9:30 AM

Environmental Conservation

February 8

Thursday

9:30 AM

Taxes

February 12

Monday

10:00 AM

Health/Medicaid

February 13

Tuesday

9:30 AM

Mental Hygiene
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In the News – New York City
FIX NYC Panel Released Congestion Pricing Plan
The long-awaited congestion pricing piece of Governor Andrew Cuomo’s 2019 Executive Budget
was released this afternoon, as the Fix NYC Panel submitted its three-phase solution to New York’s
transportation gridlock.

The panel recommends charging drivers a fee to enter
Manhattan south of 60th Street and will impact cars, trucks, taxis and
all for-hire vehicles. The plan is subject to approval by the State
Legislature The panel suggests up to $11.52 for cars, $25.34 for trucks
and $2 to $5 surcharge for taxis and for-hire vehicles.
The plan would be phased in over a two-year period. Phase
One initiates investments to improve transit connectivity between the
CBD and the outer boroughs and suburbs and calls for immediate
stepped up enforcement by NYPD of existing traffic laws. Phase Two
calls for a surcharge on taxi and FHV trips in the CBD at the
conclusion of a ten month period to allow transportation service
companies to install the appropriate GPS technology in all vehicles.
Phase Three features the installation of a zone pricing program, first
for trucks, and then for all vehicles, entering Manhattan’s CBD below
60th Street.

Phase One
The Panel offers six recommendations:
 Identify Public Transportation Improvements for the Outer Boroughs and Suburbs
The Panel cited international examples that strongly support first investing in public
transportation alternatives before implementing a zone pricing plan to reduce congestion. The
Panel recommends that the Legislature support the Governor’s budget proposal to authorize Tax
Increment Financing for the MTA. Plus, the Panel strongly endorses the Governor’s
recommended procurement process modifications.
 Improve Enforcement of Traffic Laws within the CBD
NYC can have an immediate impact on congestion by adequately enforcing existing laws and
regulations such as spillback (blocking the box) and bus lane enforcement.
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 Overhaul the NYC Placard Program
The State of New York should empanel a joint NYS/NYC review board to reevaluate the
distribution of all government issued parking placards eligible for use in New York City.
 Assess and Address the Impact of Bus Congestion the CBD
The NYS Department of Transportation, in consultation with the NYC Department of
Transportation and the Port Authority of New York and New Jersey (PANYNJ), should perform a
comprehensive review of conditions and regulations related to commuter, intercity, charter and
tour buses that have a particularly detrimental impact on congestion on the West Side of Midtown
and in lower Manhattan.
 Reform Taxi and Limousine Commission (TLC) Regulations
The City Council and the TLC should review the existing FHV class categories to ensure they
accurately reflect technological advancements with the objective of a consistent policy
framework.
 Begin Early Work on Zone Pricing Infrastructure Installation The installation of the zone pricing
infrastructure will require approximately 24 months for planning, design, and construction,
including completion of an Environmental Impact Statement (EIS).
Phase Two
The Panel recommends
implementation of a
surcharge policy for taxis and
FHVs operating within the
CBD with revenues dedicated
to the MTA for transit
improvements.
Implement a Surcharge on
FHV and Taxi Trips
Transportation service
companies should be afforded
a period of ten months to
install the equipment
necessary to fulfill the
requirements of a surcharge
policy on trips entering or
originating in the CBD.
Options for consideration
include: the geographical
boundaries of the surcharge zone, the amount of the surcharge, and the hours of the day and days of the
week the surcharge will be in effect. The panel also urges consideration of a significantly reduced rate for
pool trips, as well as methods for reducing the amount of time FHVs spend cruising the CBD without
passengers. All revenues from the surcharge should be dedicated to the MTA for the Subway Action Plan
and transit improvements.
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Phase Three
The panel recommends
implementation of a pricing zone,
with the boundary defined as the
CBD, to reduce traffic congestion
and provide another dedicated stream
of revenue to the MTA for system
improvements. The Panel suggests
that FDR Drive be exempt from the
pricing zone from the Brooklyn
Bridge to 60th Street. In addition,
the Panel recommends that drivers
using tolled facilities to enter the
pricing zone (the Lincoln, Holland,
Hugh L. Carey, and Queens Midtown
Tunnels) receive a credit against the
zone charge for the amount of the toll
already paid.
 Implement Zone Pricing for
Trucks Entering the CBD
Once the infrastructure is in
place, the panel recommends initiating the zone charging program inside the CBD with an assessment
on trucks that enter the zone during certain peak hours. A brief period of truck-only charging will
permit potential operational issues to be identified and corrected.
 Implement Zone Pricing for All Vehicles Entering the CBD
Once the pricing zone infrastructure is operating properly and smoothly, the Panel recommends
implementation of zone pricing for all vehicles. The panel urges consideration of variable and
boundary

Briefs
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State Retirees Medicare Plan B Changes Included in Executive Budget
Governor Andrew Cuomo’s Executive Budget included two cuts to Medicare Part B
reimbursements for State retirees. Specifically, the Governor proposed to:


Eliminate Taxpayer Subsidy for the Medicare Part B Income Related Monthly Adjustment
Amounts (IRMAA) for High Income State Retirees. The Federal government imposed this
supplemental IRMAA premium in 2007 to require high income retirees to pay a greater share of
Medicare costs. According to Governor Cuomo, New York taxpayers currently subsidize the
entire IRMAA premium of New York State’s high income retirees, and a Federal change to the
Calendar Year 2018 income bands “will now require State taxpayers to pay even more.” This
subsidy is worth $642 annually for retirees with an Adjusted Gross Income (AGI) between
$85,000 and $107,000, increasing to a taxpayer subsidy of $3,535 annually for retirees with AGI
above $160,000 (previously $214,000). The Budget eliminates this extra taxpayer reimbursement
to higher income retirees effective January 1, 2018.



Establish a Floor for State Reimbursement of the Medicare Part B Standard Premium for
New York State Retirees. In Calendar Year 2017, New York taxpayers reimbursed the standard
premium for new and existing retirees at amounts ranging from $109 to $134 monthly. The cost
of this reimbursement is increasing from $194 million in Calendar Year (CY) 2017 to $242
million in CY 2018, an increase of $48 million. This proposal establishes State reimbursement at
an amount of up to $134 per month, consistent with CY 2018 Federal program costs. Any future
increases in reimbursement above this level would be subject to the annual budget process.

NY’s Plastic Bag Task Force Issues Report
New York’s Plastic Bag Task Force issued the a report outlining eight potential solutions to
address plastic bag waste in the State. The report was sent to Governor Andrew M. Cuomo and the New
York State Legislature for consideration. Across New York, residents use 23 billion plastic bags
annually. The eight options identified are:









Strengthen and Enforce Existing New York State Plastic Bag Reduction, Reuse and Recycling
Act – Continue implementation of the existing New York State Plastic Bag Reduction, Reuse and
Recycling Act while increasing education, enforcement and reporting requirements.
Manufacturer Responsibility for Recycling of Single-Use Plastic Bags – Require manufacturers to
fund and implement a program for the collection and recycling of single-use plastic bags.
Fee on Single-Use Plastic Bags – Institute a fee on single-use plastic bags.
Fee per Transaction for Single-Use Bags – Under this option, rather than a fee per bag, a single
fee would be imposed for the use of single-use bags (i.e., a fee would be assessed whether a
consumer received one bag or 10 bags).
Fee on Single-Use Plastic and Paper Bags
Ban Single-Use Plastic Bags – Implement a ban on the sale and use of single-use plastic bags.
Hybrid – Implement a ban on plastic bags with a fee on the allowable alternatives.
Continue Existing Policies – Continue implementation of the existing New York State Plastic Bag
Reduction, Reuse and Recycling Act.
{00644106.DOC / }Pitta

Bishop & Del Giorno LLC, 111 Washington Avenue, Albany, New York. (518) 449-3320
Theresa Cosgrove, editor, tcosgrove@pittabishop.com

This Week In New York/Page 9

Del Lago Casino in the Finger Lakes Performing "Substantially Slower
Than Expected”
The del Lago casino in the Finger Lakes is performing "substantially slower than expected" and
faces the inability to cover its debt, a report by Moody's Investors Service said. The $440 million casino
in Tyre, Seneca County, opened last February.
"Given del Lago's current performance, Moody's is of the view that without a substantial
improvement in revenue, del Lago will not be able to achieve a level of performance that can support its
existing debt capital structure," Keith Foley, a senior vice president at Moody's, said in a statement
Wednesday.
Moody's lowered the casino's bond rating and gave it a negative rating outlook.

Design Build in Executive Budget
Governor Andrew Cuomo’s Executive Budget included an expansion of the State’s design-build
authority. Specifically, the Budget includes legislation that would expand the set of entities authorized to
utilize the design‐build contracting method to include the Dormitory Authority of the State of New York,
the Empire State Development Corporation, the Office of General Services, the Department of Health
and the New York State Olympic Regional Development Authority.

Mayor Signs Bill to Reduce Construction Noise
Mayor Bill de Blasio today signed legislation into law, authored by Council Member Ben Kallos
in collaboration with DEP, aimed at reducing overnight and weekend construction noise and making New
York City more livable. Intro. 1653-B allows inspectors to take noise readings from the roadway or
sidewalk, rather than requiring that the reading be taken from inside of a complainant’s apartment,
empowers inspectors to shut down equipment that is too loud, and calls for new rules for responding
when the noise is most likely to happen again. In addition, construction companies will be required to
electronically file noise mitigation plans, which will make it easier for inspectors and the public to review
online.

Comptroller Stringer Audit: School Construction Authority’s “Shoddy
Oversight” of $100 Million Checking Account
According to a new audit released by Comptroller Scott M. Stringer, the City-funded School
Construction Authority (SCA) has kept more than $100 million in an “obscure– and inadequately
managed” – “miscellaneous” checking account. The audit examined a two-year period and discovered
inadequate controls over the account, as well as a failure to follow a State law requiring investment of
public dollars entrusted to the SCA in order to ensure maximum returns.
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The Comptroller explained that SCA is funded largely through the City’s capital budget, but it
also receives money from other sources, ranging from lease payments to insurance and litigation
settlements. The SCA created a special account called the “Other Funds Account” (formerly known as
the “Miscellaneous Checking Account”). The Comptroller’s office found that the account’s balance grew
dramatically—from $20 million to $104 million—between Fiscal Years 2007 and 2016.

Coming Up
New York State
The Legislature is in session Monday January 22nd through Tuesday
January 23rd

Wednesday January 24th
To discuss the potential of sports betting in New York State
Senate Standing Committee on Racing, Gaming and Wagering
Van Buren Room A, Legislative Office Building, 2nd Floor, Albany, 11 a.m.

New York City
Tuesday January 23rd

Subcommittee on Zoning and Franchises, Committee Room, 16th Floor – 250 Broadway, 9:30 a.m.
Subcommittee on Landmarks, Public Siting and Maritime Uses, Committee Room, 16th Floor – 250
Broadway, 11 a.m.
Subcommittee on Planning, Dispositions and Concessions, Committee Room, 16th Floor – 250
Broadway, 11 a.m.
Committee on Cultural Affairs, Libraries and International Intergroup Relations, Council Chambers –
City Hall, 1 p.m.

Thursday January 25th
Committee on Land Use, Committee Room – City Hall, 11 a.m.
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___________________________________________________________________________
Disclaimer: The materials in this This Week in New York report are provided for informational
purposes only and are not intended to be a comprehensive review of legislative or governmental or
political developments, to create a client-consultant/lobbyist relationship, or to provide consulting,
lobbying or political advice. Readers are cautioned not to attempt to solve specific problems on the basis
of information contained in this This Week in New York. If consulting, lobbying or government
relations advice is required, please consult a professional expert in such matters. The information
contained herein, does not necessarily reflect the opinions of Pitta Bishop & Del Giorno LLC, or any of
its members or employees or its clients. Neither Pitta Bishop & Del Giorno LLC, nor its members or
employees make any warranty, expressed or implied, and assume no legal liability with respect to the
information in this report, and do not guarantee that the information is accurate, complete, useful or
current. Accordingly, Pitta Bishop & Del Giorno LLC is not responsible for any claimed damages
resulting from any alleged error, inaccuracy, or omission. This communication may be considered an
advertisement or solicitation.
To request that copies of this publication be sent to a new address or fax number, to unsubscribe, or to
comment on its contents, please contact Theresa Cosgrove at tcosgrove@pittabishop.com or at (518)
449-3320.
To Our Clients: If you have any questions regarding any of the matters addressed in this newsletter, or
regarding any legislative, government relations or political or consulting or related issues in general,
please contact the Pitta Bishop & Del Giorno LLC professional with whom you usually work.
______________________________________________
This Week in New York is a publication of Pitta Bishop & Del Giorno LLC.
120 Broadway, 28th Floor
New York, New York 10271
Telephone (212) 652-3890
Facsimile (212) 652-3891
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