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	The Council of the City of New York

Finance Division

Preston Niblack, Director

Fiscal Impact Statement
Preconsidered SLR:  A. 8867 (Farrell) 

Committee:
State and Federal Legislation



	Title:  AN ACT to amend the administrative code of the city of New York, the business corporation law and the not-for-profit corporation law, in relation to bringing certain city tax laws into closer conformity with certain state tax laws; and to repeal certain provisions of the administrative code of the city of New York relating thereto.

	Sponsors:
Council Member Baez 



	Summary of Legislation:  This bill brings City tax laws into closer conformity with those of New York State.  This bill provides for:
· The single sales factor for the General Corporation (GCT), Banking Corporation (BCT), and Unincorporated Business (UBT) taxes to be phased in over ten years.

· The filing of combined returns by corporations with substantial intercorporate transactions, and by “captive” real estate investment trusts and “captive” regulated investment companies with taxpayers owning over fifty percent of companies.

· Increasing capital base alternative for paying GCT from $350,000 to $1 million.
· Increasing minimum payment alternative for paying GCT from $300 to between $25 to $5,000 based on gross receipts.
· Foreign banks’ alternate capital tax base will now be the same as that of as domestic banks in paying BCT.
· Banks will now be allowed a net operating loss (NOL) deduction on the BCT.
· Credit card companies will now be subject to the BCT for customers with mailing addresses in the City.
· Businesses owned by banks, grandfathered into paying the GCT, will now pay the BCT.
· Broker and dealer income for business tax purposes will be apportioned by the mailing address of the customer.
· NYC treats income from reverse repos as investment income - taxed at a lower rate.  This would treat them the same as other business income.
· Provides statute of limitations of three years for Utility Tax liabilities.

· Adopt NYS voluntary compliance and disclosure rules.
· Companies can't dissolve until they have paid NYC tax obligations.
· Financial Institutions will be required to help NYC identify accounts held by tax debtors with warranted debt.
· Currently penalty of up to 50 percent of underpayment would be raised to 200 percent.
· Interest rate for underpayment set by Commissioner of the Department of Finance - but if Commissioner takes no action the rate is 6 percent - this raises it to 7.5 percent.
· A fine will be applied for false and fraudulent documents and returns, at $100 per document or $500 per tax returns, business, Real Property Transfer Tax and minor taxes - $5,000 on Hotel tax.
· Hotel tax electronic records must be made available to the Department of Finance - fine of $1,000 to $5,000 for failure to do so.

· Increases fines for tax fraud.  Individuals will be fined a maximum of the greater of 200 percent of the underpayment or $50,000.  Corporations will be fined a maximum of the greater of 200 percent of the underpayment or $250,000.

· Electronic filing may be required for tax preparers who prepare more than 100 returns.

	Effective Date:   This act would take effect upon enactment and shall apply to calendar years beginning on or after January 1, 2009.


	Fiscal Year In Which Full Fiscal Impact Anticipated:  Fiscal 2013


	Fiscal Impact Statement:

Effective FY10
FY Succeeding

Effective FY11
Full Fiscal

Impact FY13
Revenues (+)

$184,000,000
$157,000,000
$165,000,000
Expenditures (-)

$0
$0
$0
Net

$184,000,000
$157,000,000 

$165,000,000 



	Impact on Revenues:  As a result of enactment of this legislation, the full fiscal impact will be $165,000,000 in Fiscal 2013. 

	Impact on Expenditures:   There would be no impact on expenditures as a result of enactment of this legislation.


	Source of Funds To Cover Estimated Costs:
  N/A


	Source of Information:
 New York City Council Finance Division

                                                     New York City Office of Management and Budget
                                                     New York City Department of Finance

	Estimate Prepared By:         Paul Sturm, Supervising Legislative Analyst
                                                     Raymond Majewski, Deputy Director/Chief Economist
                                                     City Council Finance Division

                                               

	FIS History:                             This is a new bill.


	Date Submitted to Council:   June 15, 2009


