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T H E  C O U N C I L

REPORT OF THE HUMAN SERVICES DIVISION

COMMITTEE ON STATE AND FEDERAL LEGISLATION

Hon. Joel Rivera, Chair

PRECONSIDERED MAYOR'S MESSAGE
By:  Mayor

A. 11719
TITLE:
AN ACT to amend the real property tax law, in relation to a rebate of real property taxes on certain residential real property in a city having a population of one million or more;  to amend the tax law in relation to authorizing any city having a population of one million or more to provide an earned income tax credit against the personal income tax of such city.

PROPOSED LEGISLATION:

 Section 1 of the proposed legislation amends the State Real Property Tax law to authorize the City to provide, by local law, a rebate of real property taxes for owners of class one properties, or coop or condo owners who meet the eligibility requirements of the legislation.  The rebate would be the lesser of $400 or the property’s annual real estate tax liability.  The local law, as initially adopted by the Council, would have to provide the rebate for three consecutive years – fiscal year 2004 through and including fiscal year 2006.  However, the legislation contains a provision requiring that the rebate authorized during these three  years be limited or eliminated to the extent necessary to reduce or eliminate any increases in the property tax rates.  The authorization to grant a rebate pursuant to the legislation ends with the fiscal 2006 rebate.  The legislation also contains a provision that provides that no such rebate shall be granted for a fiscal year beginning on or after July 1, 2006 (fiscal year 2007 and thereafter), unless the Council enacted an across-the-board property tax reduction in an aggregate amount equal to the aggregate amount of any rebate for such year.  Thus, even if the sunset provision in the legislation were to be extended, for example, through fiscal 2007, the legislation’s current provisions would require an across the board property tax reduction in that year in order for there to be a rebate.    The legislation provides that the rebate would be paid in the fiscal year following the year for which it is granted.  However, the first rebate under a local law enacted pursuant to the legislation, for fiscal year 2004, would be paid in 2005 if an eligible owner applied for the rebate by August 31, 2004.  Thereafter, an eligible owner would have to apply by March 15th of the fiscal year for which the rebate is claimed, and the rebate would be paid in the following fiscal year.

To be eligible for the rebate: (1) the property must be a class one property or a cooperative or condominium; (2) the property must be the primary residence of one or more of the owners;  (3) the owner must not be in arrears on his or her real property taxes by more than $25 (or an average of $25 per unit for cooperative apartments).

Sections 2 through 4 of the proposed legislation authorize the City to adopt a local law providing an earned income tax credit on the City personal income tax.  The credit could be provided beginning in taxable year 2004.  If such credit is provided, it shall be equal to five percent of the federal earned income tax for that year.  The legislation provides that if the credit for any given year exceeds the amount of the tax owed, the excess would be paid to the taxpayer as an overpayment without interest.

In order for the local law to be effective for any taxable year, it must be enacted on or before July 31st of such year.  

FISCAL IMPLICATIONS:
See Council Finance Division fiscal impact statement.

EFFECTIVE DATE:

The legislation would take effect immediately but no local law adopted pursuant to the authorization for the rebate may grant a rebate for any fiscal year beginning on or after July 1, 2006 and any actions necessary for the effectuation of the rebate or the earned income tax credit, including adoption of rules or local laws that are taken prior to the effective date of the legislation, would be deemed valid as of the effective date.

