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The Governor’s “Circuit Breaker” Income Tax Proposal

The Governor’s 2015-16 Budget proposes a fully annualized personal income tax credit 
of $1.7 billion. The income tax credit would be available only to homeowners and renters 
with incomes below $250,000 and to renters with incomes below $150,000. Homeowners 
would also have to live in a property tax cap compliant jurisdiction to be eligible for the 
income tax credit. (The State’s property tax cap does not apply to New York City.)

The credit would be payable if total property taxes paid (or a share of rent) exceeds a 
certain percentage of the taxpayer’s income. The value of the tax credit is higher for lower 
incomes and is gradually phased out as income approaches the thresholds established in 
the proposal. 

The income tax credit is not available to small or large businesses, utilities or any other 
entity that pays property taxes. While this proposal would lower personal income tax 
liability for certain homeowners and renters, it 
does not lower property taxes for anyone.

 
Lowering County Costs Will Allow 
Counties to Lower Property Taxes

While the Governor’s proposal provides important 
tax relief for some homeowners it does not address 
New York’s highest in the nation property tax 
burden. According to the Governor, the number 
one tax facing small business in New York is the property tax and the personal income 
tax credit proposal provides no relief in this regard. The State’s focus should be on cutting 
actual property taxes paid. 

County government has shown that as the state lowered the cost growth in state programs 
that counties pay for, counties responded by slowing the rate of growth in property taxes. 

In 2001, New York greatly expanded its Medicaid program. In the years that followed, county 
government spending increased dramatically to support the higher costs related to expanded 
Medicaid eligibility. In many counties property taxes grew at double digit rates in multiple years 
and more than 30 counties and New York City also increased local sales tax rates to keep their 
heads above water in the aftermath of the state expansion. Seeing the burden placed on property 
tax payers from the mandated expansion of Medicaid, the State imposed a three percent growth 
cap on county Medicaid costs beginning in 2006. In the years since the Medicaid growth cap has 
been implemented the county property tax levy has increased by just over two percent per year – 
lower than the rate of inflation during that time period. 
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This Mandate Relief 
image clearly shows 
that when the state 
takes more fiscal 
responsibility for 
its’ own programs 
it can lower the 
growth trajectory 
of local property 
taxes. If the state 
reduces county costs 
for state mandates, 
counties will be 
able to cut property 
taxes.

Counties subject to the property tax cap and property tax freeze currently spend just 
over $2.1 billion annually to support the costs of the state Medicaid program. In a typical 
county, the cost of Medicaid equals nearly half of the county property tax levy. In most 
states, counties do not pay for such a huge share of state Medicaid programs and this is 
part of the reason for high property taxes in New York compared to other states.

An Alternative to Lowering Income Taxes

The Governor’s income tax circuit breaker is proposing to lower income taxes by $1.7 
billion annually. This is in light of the fact that New York State income tax rates are at 
their lowest level in 60 years and property taxes remain stubbornly high. Efforts to lower 
personal income tax rates in New York have been beneficial, but now we must focus on 
reducing property taxes. As an alternative, counties recommend the state eliminate the 
county share of Medicaid costs in jurisdictions subject to the tax cap and allow counties to 
permanently cut property taxes by that amount. 

By lowering county Medicaid costs property taxes can be lowered for all homeowners, 
small businesses and for everyone that pays property taxes. This across the board property 
tax reduction will be recurring and available even in periods of extraordinary economic 
times as opposed to the income tax circuit breaker proposal that would likely not be 
available when a local government may find it inappropriate or impossible to adhere to an 
arbitrary property tax cap in the face of an economic recession, newly imposed state or 
federal mandate or other fiscal crisis. 
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Lowering Property Taxes in NYS

The New York State Association of Counties is a bipartisan municipal association serving 
the counties of New York State including the City of New York. Organized in 1925,  
NYSAC mission is to represent, educate and advocate for member counties and the 

thousands of elected and appointed county officials who serve the public.

State Needs to Fund State Programs

When the State takes fiscal responsibility for the programs they design it increases 
accountability to the taxpayer. Public policy decisions are always better when the full cost 
and consequence of the decision is borne by the entity making those decisions.     

Permanent and historic reductions in property taxes can only be achieved through 
fundamental reform of the major state mandates that drive up local property taxes, in 
conjunction with realigning how and what level of government pays for state designed and 
controlled programs.

New York is at a crossroads. The Governor’s Budget sets aside nearly all of the necessary 
resources over the next four years to eliminate the Medicaid cost burden placed on 
property tax payers in those parts of the State struggling with the highest property taxes 
in the nation. With the proper focus and commitment, New York’s elected leaders have 
the ability to implement the biggest government efficiency and realignment ever, increase 
accountability and transparency to the tax payer, while also reversing New York’s status as 
having the highest property taxes in the nation.  


