Spitzer Property Tax Relief Plan

Total cost of the plan in Year 1 = $1.5 billion;afe2 = $2.0 billion; Year 3 = $2.5 billion

Most relief to those who need it most: This component of the plan creates a new “Middle
Class” category within the STAR program for the 86P4&ll New York homeowners who are
not eligible for the even more generous EnhanceibB&TAR program. These middle class
New Yorkers will receive up to an 80% increasehigiit current STAR exemption.

Recipients Approximately 2,160,000 New Yorkers
Cost Approximately $960 million in the first year dié program.

Description The STAR exemption for most homeowners in thiggary will be increased by
80%. Homeowners with incomes at or below the wsigie median homeowner income (which
will be adjusted upward in higher cost-of-livingeas) will receive the full 80% increase in
STAR relief. (The income threshold for homeownerghis “Middle Class” category ranges
from approximately $60,000 to $90,000, dependingegion.) This increased benefit will
decline on a sliding scale for those homeowners@lite median income threshold until income
reaches a level equal to twice the threshold (®IXDin most regions, but adjusted upward in
high-cost-of living regions to approximately $18000. Homeowners with incomes over twice
the median income threshold will no longer be eligifor the “Middle Class” STAR benefit and,
instead, will receive an increase of 30% in proptak relief under the “Basic” STAR increase,
except the wealthiest homeowners with incomes greaan $235,000.

Homeowners eligible for the full benefit under thsw “Middle Class” STAR category will
receive an increase of $565 on average statewitls. amount will be generally be higher in
areas with higher home values or taxes, in accoaaith the mechanics of the existing STAR
program. Under STAR, homeowners receive tax rélyafeceiving an exemption of a portion of
the assessed value of their home for purposesal s&hool district property taxes.
Homeowners who are eligible for the full amountla# benefit offered by this new Middle Class
STAR category receive an increase in the amoutitedf home value exemption from the
current level of $30,000 to $54,000—an 80% increddee amount of the exemption will be
adjusted upward in counties with above-averageihgusices because of a mechanism known
as the Sales Price Differential Factor (see “Cur8FAR Program” description below for a
definition of the SPDF).

Substantial relief to all but the wealthiest 2% of homeowners: This component of the plan
increases both the “Basic” STAR exemption and thetfanced” Seniors STAR exemption by
30% for all homeowners except the wealthiest 2%sghncomes exceed $235,000 per year.

Recipients Approximately 465,000 New Yorkers will receiveetincreased “Basic” benefit and
approximately 630,000 will receive the increasedti&nced” Seniors benefit.

Cost Approximately $100 million for the increased “Basbenefit and $190 million for the
increased “Enhanced” Seniors benefit in the fiestiryof the program. The total first year cost
for these categories is $290 million.



Description The “Basic” and “Enhanced” Seniors STAR propéay exemption will be
increased by 30% for every homeowner except thdthwest 2% of New Yorkers whose
incomes exceed $235,000 per year.

This increased benefit will provide a statewiderage increase in property tax relief of $210 for
those eligible for “Basic STAR” (bringing the statide average total benefit to $915) and $360
for senior citizens eligible for “Enhanced” STARifiging the statewide average total benefit to
$1,565). A homeowner’s home value exemption foppses of local school property taxes
under “Basic” STAR will increase from $30,000 tod$300 and, for seniors eligible for the
“Enhanced” Seniors STAR benefit, the exemption vigé from $56,800 to $74,000. Seniors
eligible for the “Enhanced” Seniors STAR prograntl wontinue to receive the greatest amount
of property tax relief under STAR. As in the ca$¢he new “Middle Class” STAR category,
the amount of the exemption homeowners receiviedriBasic STAR” and “Enhanced” Seniors
STAR categories will be adjusted upward in countvéh above-average housing prices.

NY C Relief: This component of the plan provides an additidteisonal Income Tax reduction
to all but the wealthiest 2% of New York City resids equal to 20% of the total cost of our new
STAR program.

Cost Approximately $250 million in the first year df¢ program
Recipients All New York City income taxpayers but the weadist 2%

Description Including New York City in this relief plan isitically important and only fair.
Because while New York City may have relatively Iproperty taxes, it's only because they
have a separate city income tax that relieves ibgspre on school funding that property taxes
would otherwise have to bear. Taken together, Mevk City residents are no less burdened by
local taxes than anywhere else in the State anddainot be arbitrarily excluded from relief.

The current STAR program rightly recognizes thiidction and provides a proportionate
income tax reduction to New York City residentse Will continue providing this critical relief
through a proportionate increase, though we willgige the increase to the wealthiest 2% of
New York City residents.

Addressestheroot causes of high property taxes. This component of the plan acknowledges
the need to separately address the underlying safigegh property taxes by reforming
Medicaid, providing incentives for government seevconsolidation, curbing unfunded State
mandates, fixing the antiquated school financirgjesy, and employing an economic
development strategy that will increase New Yotk’s base.

Fiscally responsible: This component of the plan fully funds this tait with detailed savings
from government efficiencies, health care reformd Btedicaid cost containment, and stronger
enforcement of existing tax laws.

Savings Approximately $11.25 billion over three years .@&Z5 billion in Year 1, $3.825 billion
in Year 2, $4.450 billion in Year 3). (See thaalted spreadsheet for a detailed schedule of
savings.)

Current STAR Program: Provides an exemption from a home’s assessee vatischool
property tax purposes, thereby reducing a persamresall property tax bill.



Cost Approximately $3.3 billion in 2006-07 ($2.65 lih property tax, $668 million NYC PIT)

Recipients Approximately 3,315,000 New York homeowners: 3,680 homeowners receive
the “Basic” benefit; 630,000 seniors receive thali&nced” benefit.

Description The State’s current School Tax Relief programARY provides an exemption from
a home’s assessed value before a school propgrgtais applied, thereby reducing a person’s
overall property tax bill. The program divides N&ark’s 3.3 million homeowners into two
categories: those who receive the “Basic” exempdiic$30,000 and those who receive the
“Enhanced” Seniors exemption of $56,800. By farldrgest component of STAR, “Basic”
STAR is not means-tested, meaning that all homews\ere eligible and receive the same
benefits regardless of their income level. TheZgpiplan aims to correct this inequity in the
STAR program with its new “Middle Class” benefitegory and its exclusion of the wealthiest
New Yorkers who earn $235,000 or more from thedase in benefits). “Enhanced” Seniors
STAR is means-tested in that a homeowner must Aawvecome under $67,850 and must also
be over 65 years of age to qualify. The exempimoroth the “Basic” and “Enhanced” benefit
is increased for homeowners in counties with alexerage housing prices by applying what is
called a “Sales Price Differential Factor.” Tiwal component of STAR is that, as noted above,
NYC residents receive an increase in Personal lecbax credits in an aggregate amount equal
to 20% of the cost of the STAR program, to refkbet fact that New York City relies on a local
income tax to pay for schools, which takes presstirtheir property taxes. NYC residential
homeowners do receive STAR benefits directly as, wat their share is significantly smaller
given NYC'’s low property tax rates. Also, becatls STAR benefit is an exemption from a
home’s assessed valbefore the school property tax is applied, taxpayersnaneer out-of-

pocket for these funds (the opposite is true witbkeate program). The STAR model also has
the advantage of giving property tax relief withbutting local schools because the State
replaces the revenue schools would have otherastdrbm another form of property tax cut.

Current STAR/Spitzer STAR Compar ed

Current STAR Recipients Spitzer STAR Increase Recipients

Basic 2,685,000 465,000
Enhanced Seniors 630,000 630,000
Middle Class Does not exist 2,160,000
Total 3,315,000 3,255,000

Current STAR Exemption Spitzer STAR Exemption YR 1 % Increase YR 1

Basic $30,000 $39,000 30%
Enhanced Seniors $56,800 $74,000 30%
Middle Class Does not exist $54,000 80%

Total STAR Benefit
Current STAR Benefit  Spitzer STAR Benefit Increase YR 1 w/Spitzer Increase YR 1

(Statewide Avg)" (Statewide Avg)* (Statewide Avg)*
Basic $705 $210 $915
Enhanced Seniors $1,205 $360 $1,565
Middle Class NA $565 $1,270

" Benefits in all three categories will increase in those cesiniith home-sale prices above the State’s median
home-sale price.
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