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NEW YORK POLITICAL/BUDGET UPDATE

After the political implosion of former Governor Eliot Spitzer, who will forever be etched in our memory as “Client 9” of the now infamous Emperor’s VIP Club prostitution ring, we experienced the swearing-in of Lt. Governor David Paterson as the Empire State’s 55th Chief Executive, just before completion of the 2008-09 State Budget nine days late on April 9, 2008.  Paterson is the state’s first African-American Governor; he is also the first legally blind Governor of New York.  During his first week as Governor, Paterson revealed some startling facts, that both he, and First Lady Michelle          Paige Paterson, had engaged in extra marital affairs, but that they have since reconciled.  The new Governor also revealed that he had experimented with controlled substances in his early 20’s.  Paterson seems to have weathered these revelations, with recent opinion polls showing the public to have confidence in his ability to lead the state forward.

The State Budget expanded state spending by 4.9%, or about twice the inflation rate, to a record “All Funds” amount of $121.7 billion.  This was slightly less than the $124.2 billion Executive Budget submitted by Spitzer in January.  To his credit, Governor Paterson has recently called for a 3.35% decrease in operating costs by all Executive Branch Agencies http://www.state.ny.us/governor/press/press_0424082.html, while asking the Legislative and Judicial Branches to make similar spending reductions.  The Governor has also appointed an Executive Working Group http://www.state.ny.us/governor/press/press_0422084.html designed to reexamine all systemic state spending.  Paterson has stated publicly, that he wants to reduce all State spending by 5%-10% in the next State Fiscal Year, 2009-10. 

While avoiding any increase in the broad-based personal income tax, corporate franchise tax or state sales tax, the Budget does contain about $1.7 billion in new fees and taxes.  A range of corporate taxes were increased, by increasing the cap on the capital base rate for non-manufacturers, decoupling the film qualified production activities income deduction from the IRC, subjecting out-of-state credit card companies to NYS taxes, subjecting Internet transactions to NYS sales & use tax (e.g., Amazon.com), requiring combined reporting of all captive REITs and RICs, requiring NFP tax-exempt organizations to collect sales tax, restructuring LLC fees & taxes based upon NY income, increasing the tobacco tax by $1.25 per pack of cigarettes, increasing the HCRA covered lives assessments by an additional $70 million per year, etc.

The budget as adopted did reject the Assembly’s proposal to surcharge personal income in excess of $1 million by increasing the top marginal tax bracket from 6.85% to 7.7% for three years.  Also rejected were proposals to increase fees on automobile registrations, combine the petroleum business tax, motor fuel tax and diesel sales tax, as well as reclassifying for-profit HMOs as insurance companies for purposes of the 1,75% health insurance premium tax.  

The investment tax credit for financial service companies was extended for 3 years and the Empire state film production credit was expanded.  An additional $1.285 billion in economic development bonds was authorized, including some $700 million for investment in the upstate economy, including a new agribusiness investment fund.

Meanwhile, State Comptroller Thomas DiNapoli released his preliminary analysis of the State Budget, and decried its reliance upon shaky revenue forecasts, use of “one-shot” non-recurring revenues, authorization of excessive borrowing, and expanding the State’s unsustainable spending: http://www.osc.state.ny.us/press/releases/apr08/042508c.htm
DiNapoli also warns that “the economy is in rough shape and the worst may still be around the corner” and predicts a huge $9.5 billion budget deficit by 2011-12.

STATE SENATE POLITICS

While former Governor Spitzer had taken a very public role in defeating GOP Senators, in an effort to deliver control of the Upper Chamber to the Democrats, Governor Paterson seems to have entered into a non-aggression pact with GOP Senate Majority Leader Joseph Bruno.  At the very least, Paterson and Bruno have gotten along quite well together, and with Assembly Speaker Sheldon Silver too, to pass the State Budget nearly on time under difficult fiscal conditions due to the deterioration of the state’s economy with the concomitant reduction in state revenues. 

Moreover, Paterson has been noticeably absent at two recent, high-profile Democratic fundraising events, one held by the Democratic Rural Conference in Saratoga Springs and one held by the Bronx County Democratic Leader & Assemblymember Jose Rivera, both entitled “Take Back the Senate.”  The Senate Democratic Campaign Committee will be holding its next fundraising event in Manhattan on May 1, 2008, counting down the number of days until the November 7, 2008 General Election, when it predicts a new Democratic Senate Majority will be born.

Meanwhile, speculation is rife over who the GOP will run to take back seats it has recently lost.  GOP Assemblymember Will Barclay is still trying to decide if he will seek a rematch against Senator Darrel Aubertine in the 48th Senate District centered on Watertown in the North Country http://www.syracuse.com/articles/news/index.ssf?/base/news-11/1209027319166171.xml&coll=1.  There has been one report that former Senator Jim Wright, who held that Senate seat, will come back to reclaim it from Aubertine.  http://politicaliv.blogspot.com/2008/04/could-this-be-wright.html  There have also been reports that GOP U.S. Representative John McHugh would leave Congress to oppose Aubertine for the State Senate seat this fall.  McHugh has repeatedly denied such reports.

The Democrats are actively seeking quality candidates to unseat incumbent GOP Senators.  In Queens, term-limited NYC Councilmember Joseph Addabbo lines up against Senator Serphin Maltese http://www.nytimes.com/2008/04/25/nyregion/25maltese.html?_r=2&oref=slogin&ref=nyregion&pagewanted=print   In Rochester, they plan to run former Democratic Senator Richard Dollinger against GOP incumbent Senator Joseph Robach.  

Remember that the Senate Republicans currently hold a razor-thin 32-30 majority over the Democrats, with Senate Majority Leader Joseph Bruno also simultaneously holding the powers and duties of Lt. Governor, which is vacant due to Governor Paterson’s ascension.

Democrats currently control the State Assembly 106-42, with two open seats, and hold the statewide offices of Governor (David Paterson), Attorney General (Andrew Cuomo) and State Comptroller (Thomas DiNapoli), with Lt. Governor currently vacant.

Total Democratic control of both Chambers of the Legislature and the Governor’s mansion by the 2010 U.S. Decennial Census, would allow Democrats to redraw all 212 state legislative districts and New York’s U.S. Congressional Districts, creating lines to favor Democratic candidates and virtually guaranteeing their Party’s electoral domination of New York for a generation.

SENIOR STAFF APPOINTMENTS

Governor Paterson had named Supreme Court Justice James Yates as his new Counsel, effective April 28, 2008, only to have the Judge reconsider and withdraw his acceptance in order to remain on the bench.  Yates was formerly Counsel to then Assembly Speaker Mel Miller (D-Brooklyn).  David Nocenti has agreed to stay on as Counsel to the Governor, until a replacement is named.

Governor Paterson also announced that he has appointed William Cunningham III to serve as a Senior Advisor.  Cunningham is Counsel to Nassau County Executive Thomas Suozzi, and is a former partner in the law firm of Meyer, Suozzi, English & Klein, whose senior partners include the fathers of both County Executive Suozzi and Governor Paterson.

Jeffrey Lovell, former Secretary to the Senate Finance Committee, has left the Senate to pursue other interests.  Lovell’s duties have been assumed by Robert Mujica, the Managing Director of Fiscal and Budget Studies.

Michael Kink, lobbyist for Housing Works, an AIDS/HIV advocacy organization, has been appointed as Director of Policy Development for the Senate Democrats.  
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