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T H E  C O U N C I L

REPORT OF THE 

FINANCE DIVISION

Larian Angelo Director, Finance Division

FINANCE COMMITTEE 
Hon. David Weprin, Chair

INT. NO. 457:
By Council Members Weprin and Fidler (by request of the Mayor)

TITLE:
A Local Law to amend the administrative code of the city of New York, in relation to increasing the rate of interest imposed on underpayments of the general corporation tax and banking corporation tax. 

ADMINISTRATIVE CODE:
Amends sections 11-687(5)(b)(B) of the code.
BACKGROUND

Section 11-687 of the Administrative Code sets forth the general powers of the City’s Commissioner of Finance (the “Commissioner”).  Subsection 5(a) sets forth the Commissioner’s authority to set interest rates on underpayments and overpayments to be paid pursuant to sections 11-606 and 11-608, relating to payment and estimated payments for the City’s General Corporation Tax; sections 11-645 and 11-647, relating to payments and estimated payments of the City’s Banking Corporation Tax; and sections 11-675, 11-676 and 11-679, relating to corporate tax procedures.  

Subsection 5(a)(B) provides that the “underpayment rate set under this subdivision shall be the sum of: (i) the federal short-term rate as provided under paragraph (c) of this subdivision, plus (ii) three percentage points.”

INT. NO. 457
Section 1 of the bill would increase the rate of interest imposed by the City on underpayments of the general corporation tax and banking corporation tax from the federal short-term rate plus three percent to the federal short-term rate plus five percent.

According to the Mayor’s Memorandum in Support, the bill would increase the interest rate imposed on underpayments of the general corporation tax and banking corporation tax in order to promote compliance with these City tax laws.  It is also intended to ensure that the City’s underpayment rate for these taxes remains in conformity with the underpayment rate used for their New York State counterparts.  The underpayment interest rate for State purposes is increasing effective July 1, 2003.  This bill would generate approximately $6 million in City revenues in Fiscal 2004.  
The proposed local law would take effect on July 1, 2003, and would apply to the interest chargeable or due on taxes or on any other amounts, or any portion thereof, which remain or become due on or after that date.  It also provides that the interest rates set prior to amendment by this local law shall apply up to and including June 30, 2003, to the interest chargeable or due on taxes or on other amounts for which interest rates are set under this local law.

