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	THE COUNCIL OF THE CITY OF NEW YORK
FINANCE DIVISION
LATONIA MCKINNEY, DIRECTOR
FISCAL IMPACT STATEMENT

PROPOSED INTRO. NO:  1544-B 

COMMITTEE: Health

	TITLE: A local law to amend the administrative code of the city of New York, in relation to the regulation of retail dealers of tobacco products and of electronic cigarettes, the establishment of price floors and minimum package sizes for tobacco products and shisha, and the establishment of a tax on tobacco products other than cigarettes.
	SPONSOR(S): Council Members Johnson, Mendez, Rosenthal, Lander and Cohen



SUMMARY OF LEGISLATION: The proposed legislation would increase the minimum price for a pack of cigarettes from $10.50 to $13 and would also establish a minimum price (or ‘price floor’) for specific categories of other tobacco products (OTP) – this includes cigars, little cigars, smokeless tobacco, loose tobacco, and shisha. This legislation would impose a tax, authorized by the Public Housing Law, on OTP of 10 percent of the minimum price for each OTP category. 
The legislation would also require each wholesale dealer – who are liable for the collection and payment of the tax – to file with the Commissioner of Finance a return indicating the amount of tax due.
Additionally, the legislation would impose new protocols regarding the seizure and forfeiture of untaxed tobacco products.    

EFFECTIVE DATE: This law would take effect on the first day of the calendar month following the 270th day after it becomes law, except for the subdivision banning the retail delivery of cigarettes, tobacco products, or electronic cigarettes, which will take effect 150 days after it becomes law. 

FISCAL YEAR IN WHICH FULL FISCAL IMPACT ANTICIPATED: Fiscal 2019
FISCAL IMPACT STATEMENT:

	

	Effective FY18

	FY Succeeding Effective FY 19
	Full Fiscal Impact FY 19

	Revenues
	$332,674
	$3,992,089
	$3,992,089

	Expenditures
	$0
	$0
	$0

	Net
	$332,674
	$3,992,089
	$3,992,089



IMPACT ON REVENUES: It is anticipated that this legislation would result in a revenue increase of $332,674 in Fiscal 2018 and $3,992,089 in Fiscal 2019. Although the revenue generated from these new taxes are indeed much higher, there is also an associated loss in sales tax revenue from the increased or newly established minimum floor prices. This offsets much of the gains, as explained below. 

The full fiscal impact of the new taxes (FY19) totals $14,882,196. This includes $45,765 in revenue for the proposed tax on little cigars, $2,878,811 for the proposed tax on snuff, and $11,957,620 for the proposed tax on cigars. These revenue estimates are based, where available, on volume sold and revenues collected by the New York State Department of Taxation and Finance. These revenues were then reduced to reflect sales in New York City. Certain assumptions were made regarding anticipated sales of each product given the reduction in consumption likely after an increase in that products price. Additionally, it is assumed that the rate of compliance among retailers will be low (50 percent). Given lack of data, no revenues were estimated for the sale of shisha, loose tobacco, and snus, but given national statistics on consumption of these products, it is reasonable to expect revenues resulting from this legislation to be slightly higher. 

The loss in sales tax revenue given increased or newly established price floors would total $10,890,107. This includes losses of $2,255,400 (cigarettes), $7,262,260 (cigars), $27,987 (little cigars), and $1,344,460 (snuff).  

The Fiscal 2018 estimate assumes the legislation would take effect on June 1, 2018. Thus, revenues would only accumulate for the last month of that fiscal year.  

IMPACT ON EXPENDITURES: It is estimated that this bill would not have an impact on expenditures. 

SOURCE OF FUNDS TO COVER ESTIMATED COSTS: N/A
SOURCE OF INFORMATION: 	New York City Department of Finance
New York City Council Finance Division
ESTIMATE PREPARED BY: 	Jeanette Merrill, Legislative Financial Analyst
				Kendall Stephenson, Economist

ESTIMATE REVIEWED BY:	Paul Sturm, Supervising Economist, NYC Council Finance Division
	Raymond Majewski, Chief Economist/Deputy Director, NYC Council Finance Division
[bookmark: _GoBack]Crilhien Francisco, Unit Head, NYC Council Finance Division
	Eric Bernstein, Counsel, NYC Council Finance Division
LEGISLATIVE HISTORY: This legislation was introduced to the full Council on April 5, 2017 and was referred to the Committee on Health (Committee).  The legislation was subsequently amended after introduction. The Committee held a hearing on April 27, 2017 on the amended bill, Proposed Intro. No. 1544-A, and the bill was laid over. The bill was subsequently amended a second time, and the Committee will vote on the amended legislation, Proposed Int. No. 1544-B, at a hearing on August 8, 2017. Upon successful vote by the Committee, the full Council will vote on the legislation on August 9, 2017. 
DATE PREPARED:  August 7, 2017
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