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TITLE:

A Local Law to amend the administrative code of the city of New York, in relation to requiring retail merchants to post a list of clothing and footwear items exempt from New York State and New York City sales tax.

ADMINISTRATIVE CODE:

Adds a new subchapter 12 to chapter 4 of Title 20 of the administrative code of the city of New York.


On Tuesday, November 19, 2002, the Committee on Consumer Affairs, chaired by Council Member Philip Reed, will hold a hearing on Int. 301.  This legislation would add a new subchapter 12 to chapter 4 of Title 20 of the administrative code of the City of New York.  The added subchapter would require retail merchants to post a list of clothing and footwear items exempt from New York City and State sales tax.  Those expected to testify include representatives from the Department of Consumer Affairs and Department of Finance, members of state and city retail merchants’ associations, and consumer advocates.  

BACKGROUND:



In early 2000, New York State changed its tax law to permanently exempt clothing and footwear costing $110 or less per item from the State 4% “sales and compensating use” tax.  At roughly the same time, New York City enacted a resolution to lift its own 4% sales tax on these items, additionally freeing itself from the State’s 0.25% Metropolitan Commuter Transportation District tax.  All told, as of March 1, 2000, New York City shoppers have been relieved of the City and State 8.25% sales tax on clothing and footwear costing $110 or less.  However, many retail merchants around the City have continued to impose such taxes on unsuspecting consumers.  

Since the summer of 2000, the City Council has conducted four surveys of large and small retailers to determine whether they are levying sales tax on tax-free items.  The results have been consistent: at least one-third of stores surveyed persists in imposing nonexistent sales taxes. The most recent investigation, concluded in September 2002, found that 34% of retailers surveyed assessed sales tax on at least one tax-exempt item.


The Council finds that the assessment of the sales tax by these and other retailers denies consumers the tax benefit intended by law and may deprive the City of the economic boost intended by the tax break.  This legislation would protect consumers from improperly being charged sales tax by requiring retail merchants to post a list of tax-exempt clothing and footwear items.  Both consumers and merchants would thus have a clear understanding of whether certain items are tax-free.
 

PROPOSED LEGISLATION:


Provisions of the Bill


Section 1 of the bill details the Legislative Findings that compel the Council to consider this proposed legislation.


Section 2 states that a new subchapter 12 of chapter 4 of Title 20 of the administrative code of the City of New York shall be created.  Specifically, paragraph a of Section 2 establishes a definition for “exempt clothing, footwear and items used to make or repair such clothing.”  These are the items that are exempt from State and City law and are specifically identified by State law, regulations, and other written guidance.


Paragraph b requires any retail merchant who sells or offers to sell any clothing, footwear, or items used to make or repair such clothing to conspicuously post, at or adjacent to any counter over which such goods are sold, a list of all exempt clothing, footwear, and related items.  This list must include the most recent information provided by the State Department of Taxation and Finance. 


Paragraph c enables the Commissioner to promulgate any regulations necessary to effectuate the purposes of the new law.
 


Penalties


As set forth in paragraph d, any person who violates the proposed legislation or any regulations promulgated in relation to it shall be liable for a civil penalty of not less than two hundred fifty dollars nor more than five hundred dollars for the first offense and for each succeeding offense a penalty of not less than five hundred dollars nor more than seven hundred fifty dollars.  The legislation establishes that any single day during which the current list of exempt clothing, footwear and items used to make or repair such clothing is not displayed properly shall be considered a single violation.

Enforcement


Paragraph e establishes that new legislation will be enforced by both the department of consumer affairs and the department of finance.


Enactment


Section 3 states that the local law shall take effect ninety days after its enactment into law provided, however, that the department of consumer affairs may take any actions necessary prior to such effective date for the implementation of this local law including, but not limited to, the adoption of any necessary rules.
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