MINUTES OF SPECIAL MEETING OF BOARD OF TRUSTEES OF VILLAGE OF
BRONXVILLE HELD ON NOVEMBER 27, 2006 AT THE BRONXVILLE LIBRARY,
201 PONDFIELD ROAD, BRONXVILLE, N.Y.

I T N N

PRESENT: Mary C. Marvin Mayor

Glenn D. Bellitto

Robert S. Underhill

Anne W. Poorman

William H. Barton, Jr. Trustees

ALSO PRESENT: Harold Porr III Village Administrator

I T N N

On motion of Trustee Bellitto, seconded by Trustee Underhill, and unanimously carried
the meeting was opened at 7:00 p.m.

The meeting began with the Pledge of Allegiance.

Mayor Marvin stated that after two public hearings and many discussions on this issue,
she and the Trustees and will give their comments, which will be the record for the evening, and
vote tonight on the option to adopt or not adopt the Homestead provision in conjunction with our
full revaluation effort. She said we also have one additional item on the agenda that is time
sensitive, a motion to approve free parking in the Village December 9™ and 16th.

Mayor Marvin said we are fully prepared to make our decision based on our extensive
review of data, our policy options, discussion with many experts in the tax and assessing fields,
listening to and/or reading every letter, e-mail, phone message and comment received. She said
she knows she can speak for her colleagues in saying this is the most difficult decision we as a
board have faced and it brings home the reason why so many other municipalities have not
embarked on revaluation.

The Mayor said we know many of those here or listening at home will be disappointed or
upset with the outcome, others will be pleased, but this is not about one group or another but
about the Village as a whole. She said we have all given this decision the utmost of thought,
weighed all the competing interests and came to our individual decisions using what we all believe
is in the best interest of the Village as our guide. She said, please remember that in all our
valuations the most important asset we have in this Village is our sense of community and the
dignity and respect we share for the opinions of all our neighbors.
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RESOLUTION - Approving Free Parking for December 9™ and 16™. 2006

On motion of Trustee Bellitto, seconded by Trustee Barton, and unanimously carried the
Board of Trustees adopted the following resolution:

BE IT RESOLVED the Board of Trustees approves free parking in the Kraft Avenue and
Garden Avenue parking lots and on Paxton Avenue for both Saturday, December 9, 2006
and Saturday, December 16, 2006.

VOTE ON PROPOSED LOCAL LAW — Concerning Homestead Base Proportions

Mayor Marvin began the discussion by explaining that the Board had before it a proposed
Local Law to adopt the provisions of Real Property Tax Law, Section 1903, concerning
homestead proportions (copy of the proposed law is annexed to official minutes.)

Trustee Barton offered a motion, seconded by Trustee Underhill, to enact the proposed
Local Law to adopt the provisions of Real Property Tax Law, Section 1903, concerning
homestead base proportions.

Before taking a vote the Mayor and Trustees gave their comments.
Deputy Mayor Bellitto — “The vote that we take tonight will bring us one major step

closer to the completion of the tax reassessment process, a goal that we have all been working
toward since the first half of 2005.

At our Trustee meeting on Monday, November 13™, 1 spoke at considerable length
about my views on community-building, and their incompatibility with the Homestead
Option.

Tonight I want to speak about the financial risks and potential costs of Homestead.

One of the major risks is the risk of successful tax certioraris in the commercial sector.
With Homestead, the tax money refunded in any successful certiorari would have to be replaced
generally by higher taxes in the other properties in the particular tax pool, either residential or
commercial. Most successful certioraris traditionally have come from the commercial sector.
So, a successful certiorari in the commercial sector would have to be made by the other retail
stores and the co-ops. I think that the financial risk to the retail stores is just too great.
Successful tax certioraris could be devastating to leaseholders. So many shopkeepers have pass-
through property tax clauses in their leases. I think that the risk of successful certioraris needs
to be shared by the entire Village tax base.

Next, the financial data that we have about the intra-party effects of Homestead in the
commercial sector is spotty and, what little we have, is somewhat contradictory. In his impact
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study of last year, Dr. Eckert stated that without Homestead, non-coop commercial taxes could
go up 26% and, with Homestead, could go up about 50%, although there was scant data for
him to use. At last week’s tax meeting here, assessment consultant Gerry lagallo stated that non-
coop commercial taxes could go up between 5% and 50%. On the flip side, I saw this weekend
some financial analysis that indicated that maybe non-coop commercial taxes would go up only
around 5% with Homestead. But all of this financial data has not been reviewed by the New
York State Office of Real Property Services, so who knows? Even if the numbers were vetted
by ORPS, the other risk that is murky, at best, is the financial sensitivity risk. What if the
capitalization rate for co-ops of 6.25% is off? How would a change in that capitalization
rate to various rate levels affect taxes in the commercial sector? I just don’t know. So, I think
that we need to be conservative. I’'m just not willing to roll the tax dice in the non-coop
commercial sector, with merchants’ livelihoods at stake.

There has been considerable support for invoking Homestead. But I hearken back to
one of the main reasons that there was such support for a Village-wide revaluation. That was
the approximately 600 capital improvements that had been made to properties but had no tax
adjustments upward for about 8 years. To vote for Homestead for 2007 would be to vote for
the continued unfair tax distribution at 77% residential to 23% commercial/co-op, where it is
today. By invoking Homestead, the non-coop commercials and co-op residents would see no
financial benefit whatsoever from the enlarging of the tax base that finally counting those 600
property improvements on our tax roll would have. For the commercial/co-op sector,
Homestead would be freezing that unfairness. This unfairness would be especially acute for
the non-coop commercials, which almost certainly should rightly be paying property taxes by
the currently-used capitalized income approach.

I also think that the 9.3% average increase in property taxes that single-family
homeowners are projected to pay without Homestead is very misleading. Without
Homestead, fully 2/3 of single family homeowners will see either no appreciable increases at all
in property tax or actual decreases in taxes. Very roughly, about 1/3 single family home taxes
will actually go down, and approximately 1/3 of single family home taxes will either stay the
same or increase or decrease by less than 10%. Only about 1/3 of single-family homeowners
will see an increase of over 10% in taxes. Further, I think that it is reasonable to guess that
within the 1/3 of single family homes that will see appreciable tax increases will be a number of
the houses that had the 600 capital improvement projects, but no increase in taxes, for the
prior 8 years.

Some people have said that co-op residents will receive a decrease in taxes, smaller with
Homestead or larger without, so why not vote for it? I'll say something that may be worth
thinking about being just a small but very human ancillary benefit to a major policy decision
not to invoke Homestead. It is very unlikely that there will ever be truly affordable housing in
Bronxville. To the extent that a pale imitation of it does exist, it does so in a few of the smaller
apartments in various Bronxville co-ops. I know that some people in the co-ops are just as well
off or more so than people in single family homes. I also know that people in tight financial
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circumstances can live in either single-family homes or co-ops. Yet, on average, I think that
people of more modest means probably would reside more in the co-ops. Senior citizens, for
example, living on fixed incomes, as well as a number of singles and single parents, some of
whom we have seen here in some of the meetings of the last few weeks. Senior citizens and
singles who are co-op residents and whose circumstances have gotten tight financially really don’t
have many other alternatives than staying where they are if they want to stay in the Village. If
co-op taxes are decreased more without Homestead, maybe more of them will be able to stay in
our Village longer, and I think that would be a very good thing.

I want to say something to single-family homeowners. As a current single-family
homeowner and former co-op resident, I have experienced first-hand the difference in
calculating tax rates between the 2 types of property. In addition, I have received numerous
messages and letters from many neighbors and parents of my children’s classmates. They have
asked the Board to adopt Homestead for a year and to monitor what happens financially. An
integral part of my personality is to want to be very accommodating and helpful, but on this
issue, I just can’t be. My concern is that some of our Village merchants could find their taxes
rise so high in 2007 that, maybe a good number of them would have to close shop during the
year, and the character and charm of our business district might start to change forever. To me,
the potential for the loss of shopkeepers, many of whom have been so good to our Village, is
just too great.

There has also been a plan advanced by other concerned residents, nick-named
‘Homestead Lite’ - Homestead Lite would fix the tax base proportions at somewhere between
the current split of 77% residential / 23% commercial for 2006 and the 84% residential / 16%
commercial proposed for 2007. I’m opposed to this plan because it would still, to some extent,
entail the risks of financial uncertainty that I've previously discussed.

I also want to say a few words to co-op residents. Concerning the ad run by some
landlords in The Review Press on November 9" I agree with all that the mayor and my fellow
Trustees said at a prior meeting concerning its misleading and inflammatory nature. However, |
felt that the most surprising thing about the ad was that it seemed to be so readily believed by
so many. We, as a Board, must not be communicating effectively. We do care about the
entire Village. We’ll definitely have to come up with ways to indicate that to you. In a brazen
appropriation from the title of a former best-seller, I’ll say that All I Really Needed to Know
about Community, I Learned in a Bronxville Co-op. As president of the co-op board, I
learned that constant, two-way communication is key. If all have the opportunity to veice their
views and everyone is heard and acknowledged, community is enhanced. The Board tries to
do that here and I think we have done so particularly with this Homestead issue. I also ask all of
you to stay involved in Village affairs, as I know many of you will. Your ideas, your energies,
and your perspectives are so valuable to us and to effective communication. After tonight,
please continue to play an active part in what we do.
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I want to mention and thank a few of the people who have taken lead roles on both sides
of this Homestead debate. Cindi Callahan, Steve and Betsy Howard, Gary Finger and
Megan McKinley have been untiring in their efforts to educate and to persuade.

In summary, the financial risks and costs of instituting Homestead, combined with the
devastating and rancorous effect on the fabric of our community that I think that different tax
rates for single family residences and for coops would have, make me strongly oppose using the
Homestead Option.

As your elected officials, we need to make determinations about some very emotionally
charged issues. I can say easily that I have never seen our Village more stratified among single
family homeowners, coop residents and merchants than with this Homestead Option
question. Yet, we residents and merchants of Bronxville are also very resilient. After this issue
is settled, I am confident that we will begin to move forward together again quickly as one,
unified community. Thank you.”

Trustee Underhill —

. “I am grateful to have had so many people express deep interest in this important topic. 1
hope that we can keep this interest level up on other important issues that affect our
Village. ‘Let’s not make this a one night stand.” Your involvement and interest is always
welcome and appreciated — please stay involved even when the Homestead issue is long
behind us.

. Bronxuville is a very special place. It is a closely knit community that draws its strength
from its multitude of talented volunteers, its charming business district, its outstanding
school system, its beautiful single family homes and town houses and its high quality stock
of cooperative and condominium properties that allow talented and committed citizens to
stay in Bronxville into their retirement. We have to protect all facets of this gem, we must
evaluate any policy decision in light of the community as a whole. It is imperative for
each and everyone of us to understand that if the school fails, we will all pay the price. If
the single family homes drop in value, we will all pay the price. If all of the couples living
in single family homes without kids have to sell, then the school will have a major influx of
young children and we will all pay the price. If the retail district fails, we will all be losers,
and if the cooperative apartments and condominiums deteriorate in quality, we will all be
losers. We can not draw lines across our community as our futures and fortunes are
inextricably linked.

. Homestead is a complex issue. It defies simplistic answers and it is extremely nuanced. It
is the most complex issue that I have dealt with during my 25 year business career. There
is ample room for educated and fact-based debate — which we have had. There is no
room, however, for misinformed speculation — which unfortunately we have also had — on
both sides of the debate. One citizen, a resident of a coop, hand delivered letters to each
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of the Trustees stating that if Homestead were passed that he would vote against every
school budget in the future. I can’t tell you how short-sighted and counterproductive this
type of behavior is. This approach to Village governance is absolutely antithetical to the
very fabric of this Village. We all must repudiate this type of thinking. We all benefit
from the prosperity of the other elements. We do not live on islands.

When this is all said and done, I ask you to respect the positions that have been taken and
seek comfort in the fact that each of these positions has been agonizingly debated among

the group before you this evening. I have worked very closely with my colleagues on this
board, I disagree with the position taken by some. However, this will in no way diminish
my respect for them moving forward. Tonight, I simply ask the same of you.

This job is a significant burden and responsibility. I volunteered for this job not out of
political ambition, but out of a sense of public service. I do this job because I care deeply
about this Village. Not only is this my home of 13 years, it is where my wife Sarah grew
up, where my mother grew up, and where my grandmother lived. It is a very significant
part of my family legacy. My great great grandfather, William Van Duzer Lawrence, was
one of the progenitors of Bronxville. He played a lead role in shaping this Village as we
know it today. My grandfather, Penrose Stout, was one of the most prolific architects in
the Village. He designed the Women’s Club, many single family homes and a great
number of the cooperative and condominium buildings here in Bronxville. I mention this
because I want all of you to appreciate how humbled I am sitting here this evening voting
on such an important topic — [ want to assure you that I am thinking about the past as well
as the future. I also say this to convey how offended I was by one letter suggesting that I,
as one of the Trustees, was determined to destroy this special Village. I want to assure
everyone watching tonight that I have a whole lot of skin in this game.

During our public hearings there was much made of the term “fairness”. Unfortunately,
an outcome of true fairness can not be achieved under State law. New York State Law
mandates that we tax all properties at a uniform rate of market value, but then says that
we have to value coops/condos and apartments utilizing the income capitalization method
and we cannot utilize actual sales data. As a result, coops and condos are assessed at
values below actual market value. On the most recent comps that I have reviewed,
current assessments are running at a discount to market value of 30 to 50%. So I have
the following conclusion: 1) We are mandated by the State to have two tax rates on
market value so I am forced to reject the notion that two tax rates will be detrimental to
the Village. It is a fact that we have had two tax rates in the past, and we will continue to
do so in the future regardless of Homestead. I have further concluded that we as Trustees
just have to do the best we can with an unfair situation — We have to achieve an optimal
solution that recognizes everyone’s interests.

We need to reject the notion that property taxes should reflect use. Property taxes by
their very nature are ad valorem taxes, as such they are a tax on value. We are not able to
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tax based upon the number of kids in the school, or by the amount of trash removed
weekly, or by the land area, or by any metric other than value.

I recognize that State Law is a fact of life. As part of this job description, I have recently
become quite familiar with a portion of State Law known as 5711Q relating to police
conduct. I have major concerns with this law, but it is the law, and I have followed my
oath and applied this law to the best of my abilities. T am absolutely committed to doing
the same with the implementation of our revaluation. I recognize that coops and condos
were assessed in this fashion when Sarah and I purchased our house 13 years ago. 1
accept this. However, the current argument that the coops and condos should receive a
major reduction in taxes because the single family homes have been historically under
assessed is simply disingenuous, as the same can be said of the coops and condos — It is
important to note that this is not true of the retail properties in the Village. State Law
provides municipalities with the Homestead option. There is a reason for this. I admit
that it is a blunt instrument, but we, as Trustees, have been placed in this uncomfortable
position and we have a duty to consider all of the tools at our disposal to tax all property
owners at a uniform rate of market value.

I, like you, have not reviewed the CBRE report on capitalization rates. I look forward to
its completion and its release to the public. When I’m not working on Homestead issues
for the Village, I am responsible for the investment function for a national real estate
investment company — As a result, I live CAP rates on a day-to-day basis. I have spoken
at length with Mr. lagallo about the CAP rates that he is using in this assessment, and I
can say without hesitation that the 6.25% CAP rate that is being utilized for determining
the values of the coops/condos and apartments is, if anything, too high in today’s
investment markets. Let me give you some data that I, as an individual, have pulled from
real capital analytics, which is the Bloomberg equivalent data source for the real estate
investment community. This is a tool that I use extensively in my business. I wanted to
check with this reputable and widely referenced source so that I could approach the topic
with confidence.

From this data, I am absolutely comfortable that the Village’s choice of CAP rate is very
defensible.

I also want to add that this Board is intent on taking every step necessary to support and
enforce these valuations.

As I have thought about this issue, I have found that I have been distracted by anecdotes
relating to this single family home, that coop, or that retail property. Revaluation is a para
mutual exercise and, by definition, there will be winners and losers within every class of
property and across classes of property. But within the Village, it is a zero sum game.
Therefore, I have constrained my thinking to considering only classes in their entirety.
With this in mind, I was curious about what this discussion really meant to each of the
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classes of property. Using the data from CLT and Mr. Tagallo, I personally crunched the
numbers and found the following:

+  Without Homestead the 2006 tax burden will be shifted as follows:

»  Single family homes will increase by 9%

»  Taxes paid by retail will decrease 24%

*  And taxes paid by the residential component of the commercial class will
decrease by 30%

Assuming that Homestead is adopted and the current base proportions of 76.6%/23.4% is
held into 2007:

©  Single family by definition would not change

O  Retail taxes would increase 6%

©  Coop/condos would decrease by 3%

A couple of facts are worth emphasizing:

1) Regardless of what action the Board of Trustees takes this evening, the taxes paid by
the coops/condos and apartments as a sub class, will go down. Let me repeat:

2) If Homestead is adopted and no changes are made to the base proportions, taxes
paid by the retail sector will increase. This concerns me.

The retailers are the one group in this discussion without a vote and we can not leave
these people behind. Taxes on the retail properties are a multiple of the Westchester
average. We need to be realists. The valuation methodology that the State mandates for
valuing retail property is the proper approach for these properties. As a result, we end up
with this odd outcome where two types of property are lumped together in the same class,
with one being significantly under assessed relative to market value and the other being
assessed a true level of market value. This is a significant source of concern when I
consider adopting the Homestead option because it increases inequity.

Fortunately, State Law provides municipalities with an option here. Boards of Trustees
may adopt Homestead, but alter the base proportions as long as they are moving in the
direction that would otherwise be experienced without Homestead.

I propose that the Board of Trustees adopt the Homestead option, but adjust the base
proportions in such a way that our retailers — as a class — will not bear any increase in the
tax burden. Under my proposal, we would adopt Homestead and adopt a base proportion
of 78%/22% versus the 76.6/23.4% that we have today. Under this scenario, single
family homes would bear an increase of 2%, our retail properties would see a decrease of
1%, and our very important coops and condos would see a significant decrease of 9%. 1
believe that this is a solution that embodies the spirit of this Village, it requires everyone
giving something, and it helps to ensure the long-term viability of every facet of this gem
that we call Bronxville.



