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PRECONSIDERED RES. NO. :
By the Speaker (Council Member Miller) and Council Members Rivera and Nelson

TITLE: 



Resolution calling upon the State Legislature and the Governor to support the imposition of a Fair Share Commuter Tax/Reverse Commuter Reimbursement Program, which would consist of a commuter tax imposed upon non-New York City residents, as well as an undertaking by the City to effectively reimburse the surrounding suburban New York counties for the City residents who commute to those counties at the same rate as that paid by the suburban county residents who commute to the City.

BACKGROUND

From 1966 until its repeal by the State Legislature in 1999, State law authorized, and the City imposed, a non-resident earnings tax, or a modest “commuter tax” on the wages of those persons who worked in the City but lived elsewhere.   This tax was authorized the same year that the City first received authority to institute a personal income tax on residents.  Thus, from the time the City taxed the incomes of its residents in 1966, it also imposed a tax on the wages of non-resident commuters.

From 1966 until 1970, the City imposed the commuter tax at a rate of one-quarter of one percent of the wages of non-residents.  Beginning in 1971, until its repeal in 1999, the commuter tax was imposed at a rate of .45 of one percent.  According to the Council Finance Division, in the last three fiscal years during which the commuter tax was in effect, that tax produced revenues averaging approximately $475 million per year.  

	Commuter Tax Revenue

(Last 3 Fiscal Years – in millions)

	1997
	1998
	1999

	$439
	$492
	$519


Furthermore, if the authority for the City to impose a commuter tax had not been repealed, this tax would have produced revenues for the City of over $2 billion from fiscal 2000 until the end of this fiscal year, as shown in the table below.

	Commuter Tax Lost Revenue

(Fiscal 2000 through 2003 – in millions)

	2000
	2001
	2002
	2003

	$535
	$611
	$487
	$453


As of its Response to the Mayor’s Preliminary Budget, the Council estimated the projected budget gap that must be closed for Fiscal 2004 at approximately $3.2 billion.  This is after almost $2.6 billion in reductions and savings enacted over the past two years and a significant increase in property taxes.  Since the repeal of the commuter tax in 1999, the approximately 800,000 commuters who earn their livings in the City do not contribute directly from their wages to the City’s revenues.  

The last two years have also seen fiscal hardships for the City’s neighboring counties.  Nassau and Westchester counties, faced with significant budget gaps, enacted 19.4% and 15% property tax increases, respectively.  It is estimated that 140,000 City residents work in these communities.  These surrounding jurisdictions (with the exception of the City of Yonkers described below) do not tax the personal income of their own residents, and therefore have also not taxed the income of commuters. Thus, City residents who work in neighboring New York counties do not contribute to the tax base of those counties from their earnings. 

According to the Finance Division, virtually every locality throughout the nation,  other than New York City, that has a local personal income tax also taxes the earnings of commuters.    This is certainly true in New York State, where the only other locality to have a personal income tax, Yonkers, also has a commuter tax, which has not been repealed by the State legislature.  The City of Newark, which has a personal income tax, also taxes commuters, as does Los Angeles, San Francisco and Philadelphia.  For a list of City’s with personal income taxes and commuter taxes, see Appendix A to this report.    

PRECONSIDERED RESOLUTION NO. 


The Preconsidered Resolution would call on the Governor and the State Legislature to enact a Fair Share Commuter Tax/Reverse Commuter Reimbursement Program, which was initially called for by the Council in its Response to the Mayor’s Preliminary Fiscal 2004 Budget.  This program would require the State to authorize a commuter tax on non-resident workers in New York City at a rate of 1.1 percent.  New York City would then, in effect, reimburse the suburban counties in the State for the services used by City residents who work in those counties.  The reimbursement would occur pursuant to a Memorandum of Understanding, entered into between the City and State executives and legislative leaders, which would require the State to withhold and remit to the surrounding counties an amount equal to 1.1 percent of the wages earned by New York City residents who commute to those counties.  The amount of the reimbursement would be equal to 1.1 percent of the wages earned by City reverse commuters.

The Preconsidered Resolution would note that the fairest way to assist financially troubled localities in the region is to provide for a mechanism through which localities – even those that do not currently have local personal income taxes and therefore could not impose their own commuter taxes – could receive assistance for essential services such as police, public safety and infrastructure costs that they provide for commuters who spend substantial amounts of time in the localities. 

The Council Finance Division estimates that the proposed program would generate approximately $950 million in revenue for the City (net of the reimbursement) and that the reimbursement would generate approximately $70 million in revenue for the City’s neighboring counties within the State.  The two Long Island counties would receive approximately $44 million and that the remaining counties in the State would receive $25million.  These amounts would represent significant contributions to the fiscal health of the City’s neighboring counties, given the size of their most recent budget deficits. 
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