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Title:
An act to amend the local finance law, in relation to certain periods of probable usefulness, interest rate exchange agreements of the city


Sponsor:
Mayor’s Message 

of  New York and amortization of bonds of such city; to amend the general municipal law, in relation to the creation of certain not-for-profit corporations by the city of New York; to amend the general municipal law and local finance law, in relation to cash sales of capital improvements; to amend the New York state medical care facilities finance agency act, in relation to assuring the continued payment of rentals; and to amend the private housing finance law, in relation to providing authority for the New York city housing development corporation to acquire mortgage loans made by the city of New York pursuant to article 8-A of such law or to acquire a participation interest in such mortgage loans and increasing the bonding authority of such corporation (Part A);   to amend the vehicle and traffic law and the administrative code of the city of New York, in relation to the maximum fine for parking violations and the towing threshold in a city with a population of one million or more persons (Part B);   to amend the administrative code of the city of New York, in relation to the taxation of partnerships and partners engaged in providing mobile telecommunications services under the general corporation tax, banking corporation tax and unincorporated business tax, and the utility tax on providers of mobile telecommunications services (Part C); to amend the county law, in relation to authorizing any city having a population of one million or more to increase the enhanced 911 emergency telephone system surcharge (Part D) ; to amend chapter 235 of the laws of 1952, relating to enabling any city of the state having a population of one million or more to adopt, and amend local laws, imposing certain specified types of taxes on cigarettes, cigars and smoking tobacco which the legislature has or would have power and authority to impose, to provide for the review of such taxes, and to limit the application of such local laws, in relation to authorizing an increase in the rate of tax on cigarettes; to amend the tax law, in relation to seizure and forfeiture of certain cigarettes and vehicles used to transport unstamped of unlawfully stamped packages of cigarettes; and to amend the state finance law, in relation to imposition of cigarette taxes (Part E); to amend the county law, in relation to the establishment of city wireless surcharges (Part F); to amend chapter 772 of the laws of 1966, relating to the imposition of new taxes on general, financial and transportation corporations and unincorporated businesses in a city having a population of one million or more, in relation to authorizing the local legislative body of any such city to disallow, for purposes of such taxes, certain additional accelerated depreciation deductions with respect to certain property acquired after Sept 10, 2001, allowed by the amendments to the internal revenue code made by section 101 of public law 107-147 (Part G); to amend the real property tax law , in relation to the determination of adjusted base proportions in special assessing units that are cities for the fiscal year 2003 (Part H); to amend the education law, in relation to making technical amendments pertaining to the New York city school construction authority (Part I);  to amend the education law, in relation to disciplinary procedures for employees or titles in the city school district of the city of New York that are or were covered by any memorandum of agreement executed by such city school district and the united federation of teachers (Part J)

Summary of Legislation:
PART A – NEW YORK CITY DEBT MODERNIZATION ACT OF 2002: would allow the City to realize savings of approximately $110 million by providing for additional flexibility in managing debt issuance and structuring.  Specifically, the bill would make the following eight changes: 

1. Amend section 11 of the Local Finance Law (LFL) to extend the statutory maximum periods of probable usefulness (“PPUs”) for some objects or purposes, including subway cars and other transit related capital items, class “B” (fire-resistant) buildings, construction or reconstruction of class “A”(fire proof) buildings and any financing or activity related to carrying out the purposes of the Housing New York Program Act.  The extension of these PPU’s would allow the City to finance projects in a manner reflecting a more realistic estimate of the asset’s useful life.  This amendment would save the City $1 million in FY2003.

2. Allow the city to issue refunding bonds that mature not later than the maximum PPU for the object at the time that the refunding bond is being issued, rather than the maximum PPU at the time of the issuance of the original bond. 

3. Increase the statutory authorization for the issuance of variable rate debt from 20% to 25% of the City’s debt limit.  

4. Allow the City to enter into agreements relating to interest rate swaps (“SWAPS”).  The City currently has the authority to exchange variable rate instruments for fixed rate instruments but not vice versa. The bill would allow the City to enter into both variable to fixed and fixed to variable agreements.  This authorization would sunset in 2003 and would save the City $35 million in FY2003. 

5. Amend the General Municipal Law to allow TSASC, Inc. (the corporation formed for the purpose of issuing debt backed by the tobacco settlement agreement payments for the benefit of the city) to issue debt for the purpose of funding the Freshkills Landfill closing.  

6. Amend the General Municipal Law to allow the City greater flexibility with respect to the sale of capital assets.  

7. Amend the Medical Care Facilities Finance Agency Act (“MCFFA Act”). It would strengthen the credit of the Dormitory Authority by requiring: (1) timely certification and payment of rentals due by the City or other municipality in connection with the financing of health facilities by the Authority; and (2) expedited payment of any delinquent rental amounts out of the State aid to the City or other municipality. This amendment would produce $25 million in savings for the City in FY2003.

8. Amend the Private Housing Finance Law to expand the power of the New York City Housing Development Corporation (“HDC”) to allow it to acquire mortgage loans made by the City of New York under Article 8A of the Private Housing Finance Law, or to acquire a participation interest in such mortgage loans. This would enable the City to sell such mortgage loans to HDC and thereby generate revenue for the City. This amendment would produce approximately $50 million in revenue for the City in FY2003.
Fiscal Impact: Part A 

$ millions 
Effective FY03
FY Succeeding 

Effective FY04
Full Fiscal Impact FY03

Expense (-)
$(110)
$(25)
$(25)
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PART B -- PARKING VIOLATION FINE AND TOWING THRESHOLD INCREASES: The act would amend Section 237 of the Vehicle and Traffic Law   to raise the threshold for violations committed in spaces where stopping or standing is prohibited from the current $50 to $100. It would also amend Section 19-212 of the Administrative Code of the City of New York to establish a set amount of $230 as the towing threshold in the City.  Fines for such violations, which enormously contribute to the horrendous grid lock in the City, particularly during business days and rush hour, have not been increased since 1969. Greater penalties would deter violations and, thereby, increase the flow of traffic.
Fiscal Impact: Part B
$ millions 
Effective FY03
FY Succeeding 

Effective FY04
Full Fiscal Impact FY04

Revenues (+)
$62
$83
$83


PART C – UTILITY TAX CONFORMITY: This act brings the New York City Utility Tax (the “UTX”) into conformity with the Federal Mobile Telecommunications Sourcing Act of 2000, Public Law 106-252 (the  “MTSA”), effective August 2002, which establishes the method that states and localities must use to assign receipts from the sale of wireless telecommunications services to taxing jurisdictions for certain tax purposes. This bill also addresses various technical issues related to the City tax treatment of partners in certain partnerships that are subject to the UTX. 

Section 1 of the bill amends Section 11-502 of the Administrative Code to expand the exemption granted to utilities from the New York City Unincorporated Business Tax (UBT), Currently the exemption is granted to utilities supervised by the New York State Public Service Commission (“PSC”). Under this bill businesses who receive eighty percent or more of their gross receipts from charges for the provision of  mobile telecommunication services to customers will also be treated as  “utilities” and exempt from the UBT. This applies even if they are not supervised by the PSC. In addition, Section 1 of the bill also amends Section 11-502 to exclude partners in partnerships taxed as utilities  under the UTX from the general UBT provision that partners in partnerships engaged in any trade, business, profession or occupation in the City are treated as engaged in those activities. The exclusion ensures that such partners are not taxed either on income already taxed under the UTX at the partnership level or on income that is currently not being taxed by the City at the partnership level because of the partnership’s status as a utility. 

Sections 2 and 3 of the bill amend Sections 11-602 and 11-603 of the Administrative Code governing the General Corporation Tax (GCT) in a manner comparable to the UBT amendment made in Section 1.  Section 4 makes a comparable amendment to Section 11-641 of the Administrative Code governing the New York City Banking Corporation Tax.

Section 5 amends a variety of definitions contained in Section 11-1101 of the Administrative Code .  As discussed above utility is defined to include firms and persons who receive at least, 80 percent of their gross receipts consist of charges for mobile telecommunications services to customers. The definition of “vendor of utility services” is amended to be consistent with the broadened definition of “utility”. “Gross Income,” the tax base for utilities, contained in subdivision 4 of Section 11-1101 is amended to include 84 percent of charges for mobile telecommunications services where the place of primary use is the City. “Gross Operating Income,” the tax base for vendors of utility services, contained in subdivision 5 of Section 11-1101, is similarly amended.  (Under current law, vendors of utility services, entities that sell utility services but that are not subject to PSC supervision, are subject to the UTX and either the UBT or the GCT on their income not taxable under the UTX.)

Section 6 of the bill adds subdivisions 17 through 26 to Administrative Code Section 11-1101 to add definitions for various terms necessary to conform the UTX to the MTSA.  Section 7 of the bill amends subdivision c of Section 11-1102 of the Administrative Code to ensure that the new tax method can be fully implemented.  Section 8 adds a new subdivision f to Section 11-1102 of the Administrative Code to address various issues involving the  application of the UTX to partnerships and partners.

Section 9 of the bill adds a new Section 11-1119 to Chapter 11 of Title 11 of the Administrative Code to provide for a mechanism for determining the place of primary use of a customer. Finally, new Section 11-1120 also protects home service providers from retrospective assessments of tax based on an erroneous assignment of a place of primary use to a taxing jurisdiction under certain circumstances. These new sections are intended to incorporate into the UTX the complete provisions of the MTSA.

Section 10 contains a nonseverability provision so that if a final court decision invalidates any applicable section of the federal law, all of the related provisions of this bill will be invalid.

Fiscal Impact: Part C
$ millions 
Effective FY03
FY Succeeding 

Effective FY04
Full Fiscal Impact FY03

Revenues (+)
$0
$0
$0


Part D – SURCHARGE ON LAND-LINE PHONES: This bill amends Section 303 of County Law to authorize the City of New York to raise the current 911 surcharge on non-cellular phones by $0.65, from $0.35 to $1. The current county law allows jurisdictions throughout New York State to impose a surcharge of thirty-five cents or less per access line per month on the customers of every service supplier within a municipality. This surcharge was implemented in 1989 and has not been increased since. The revenue realized from the proposed increase would help defray  the costs associated with obtaining, operating and maintaining the telecommunication equipment and telephone services needed to provide an enhanced 911 emergency telephone system to serve the citizens of New York.
Fiscal Impact: Part D
$ millions 
Effective FY03
FY Succeeding 

Effective FY04
Full Fiscal Impact FY03

Revenues (+)
$35
$35
$35


PART E – CIGARETTE TAX INCREASE: Section one of the bill would amend Chapter 235 of the laws of 1952, re-entitled Chapter 369 of the laws of 1959, as amended by Chapter 29 of the laws of 1985 to provide for an increase in the current tax on cigarettes of  $1.42, from $0.08 per pack to $1.50 per pack. The tax rate on cigarettes in a pack in excess of twenty will be increased from $0.02 for every five cigarettes to $0.38. The sunset date for taxes on cigarettes, cigars and smoking tobacco is also repealed by this section.

Section two amends subdivision (a) of Section 1847 of the Tax Law to authorize peace officers designated pursuant to subdivision 5 of Section 2.10 of the Criminal Procedure Law to seize vehicles used to transport unstamped or unlawfully stamped cigarettes.

Section three of the bill amends subdivision (b) of Section 11-1317 of the Administrative Code of the City of New York to authorize the City to impose a civil penalty on tax stamp counterfeiters.

Since the proposed legislation is expected to lower cigarette sales, thereby reducing State cigarette tax revenue,  the City agrees to give 46.5 of the new revenues to the State in Fiscal 2003 and 46 percent thereafter. 

The State cigarette tax was increased by $0.39 from $1.11 to $1.50, effective April 2, 2002 and the Federal tax on cigarettes is $0.39 per pack, after a recent increase of $0.05. In addition, cigarette smoking in a public health issue and it is the single most preventable cause of premature death in the United States. Each year, more than 400,000 Americans die from cigarette smoking. In fact, one in five deaths in the United States is smoking related. Each day, 3,000 teenagers begin smoking, leading to a multiplicity of health related problems among our youth from severe respiratory illnesses to hampered lung growth. It is believed that an increase in the cigarette tax will dissuade many thousands of our young people from smoking, thereby reducing our long-term public health costs.
Fiscal Impact: Part E
$ millions 
Effective FY03
FY Succeeding 

Effective FY04
Full Fiscal Impact FY03

Revenues (+)
$133
$133
$133


PART F – SURCHARGE ON CELLPHONES: This bill amends Section 301 of the County Law to  impose a surcharge of $0.30 on cellphones registered to New York City residents. The events of September 11 have made evident the need for redundancies in the City’s emergency response system. The realized revenue from this surcharge would help fund much needed new security measures stemming from the attack on the World Trade Center.

Fiscal Impact: Part  f
$ millions 
Effective FY03
FY Succeeding 

Effective FY04
Full Fiscal Impact FY03

Revenues (+)
$9
$9
$9


Part G – BUSINESS TAX DECOUPLING:  This bill authorizes the City of New York to enact local legislation decoupling, for purposes of the General Corporation Tax (GCT), the Banking Corporation Tax (BCT) and the Unincorporated Business Tax (UBT), from the additional depreciation deductions contained in recently enacted federal legislation–the  Job Creation and Worker Assistance Act of 2002.  One provision in this Act allows  taxpayers an additional 30 percent depreciation deduction in the first year that “qualified property”is placed in service.  This provision would  affect the computation of Federal taxable income for corporations and unincorporated businesses.  Since these income amounts are the starting point for computing tax liability under New York City’s GCT, BCT and UBT, if New York City does not act to decouple from the new Federal tax law, the increased first year depreciation deduction (of 30 percent) would automatically “flow through” to taxable income for City purposes, thereby reducing City tax liability. This bill would decouple City law from the new Federal law, with the exception of property in the federally designated Liberty Zone of lower Manhattan below Canal St and in the defined Resurgence Zone in lower Manhattan. 

To accomplish the decoupling, this bill would amend the model GCT law (contained in section 2 of section 1 of Chapter 772 of the laws of 1966) to limit the depreciation deduction for qualified property, other than qualified New York Liberty Zone and Resurgence Zone property, to the depreciation deduction that would have been allowed for such property  had the property been acquired by the taxpayer on September 10, 2001, and therefore, not eligible for the enhanced deductions allowed by the Act. 

Fiscal Impact: Part G

$ millions 
Effective FY03
FY Succeeding 

Effective FY04
Full Fiscal Impact FY03

Revenues (+)
$108
$99
$108


PART H – PROPERTY TAX CAP ON CLASS SHARES:  This legislation amends Subdivision 1 of section 1803-a of the Real Property Tax Law by adding a new paragraph (l), which would limit the increase in the Fiscal 2003 current base proportions of any class over the Fiscal 2002 adjusted base proportions by 2.00 percent.

Under current law the annual increase in the current base proportions or class shares for each of the four classes of property is limited to 5 percent over the prior year’s adjusted base proportions.  The State Board of Real Property Services (SBRPS) determines the class equalization rates used in calculating the class shares.  The share for Class 1(residential one-to-three family homes) increases by 8.7 percent over last year, the share for Class 2 (multi-family residential buildings, including apartment rentals, cooperative and condominium apartments) remains relatively flat, increasing by only 0.3 percent.  The class shares of both Class 3 (utilities) and Class 4 (commercial properties) decrease from last year, by -7.8 percent and -1.6 percent, respectively.  

This bill would provide some tax relief for Class 1 homeowners.  By reducing the cap on class shares to 2 percent, the tax rate increase for Class 1over the prior year’s tax rate will be about 3 percent instead of 6 percent , if the State-mandated cap were to remain in place.

The bill also provides for adjusting the current base proportions, adjusted base proportions and tax rates and sending out amended tax bills if the Administration has mailed out the property tax bills prior to enactment of the law. 

There is no impact on revenues since the real estate tax levy remains the same ($9,785 million), whether the increase in class shares is capped at 5 percent or 2 percent.  However, the change in the cap will affect the dollar amount of each class’s share of the levy.  A 2 percent cap on class shares will shift about $36.7 million of the levy from Class 1 to Classes 3 and 4, $4.2 million and $32.5 million, respectively, while Class 2's share of the levy will remain the same.

The impact on expenditures is approximately $500,000 to cover the costs incurred by the City’s Department of Finance for the mid-year property tax adjustment and mailing of the property tax bills.

The bill would take effect immediately and would be effective for Fiscal 2003 only.  

Fiscal Impact: Part H
$ millions 
Effective FY03
FY Succeeding 

Effective FY04
Full Fiscal Impact FY03

Revenues (+)
$0
$0
$0

Expenditures (-)
$0.5
$0


$0.5

Net
$0.5
$0
$0.5


PART I – SCHOOL CONSTRUCTION AUTHORITY TECHNICAL AMENDMENT: The amended legislation includes the President of the School Construction Authority as one of the entities, along with the mayor and the chancellor, to develop procedures to expedite authorization of emergency expenditures.

Fiscal Impact: Part I
$ millions 
Effective FY03
FY Succeeding 

Effective FY04
Full Fiscal Impact FY03

Expense  (+)
$0
$0
$0


Part J – SCHOOL EMPLOYEES DISCIPLINARY PROCEDURES:  

This legislation would amend section 3020 of the Education Law by adding a new subdivision 4 that stipulates that agreements negotiated between employee organizations and the city school district may modify the procedures set forth in sections 3020a and 2590j of the same law, while specifying that“any employee against whom charges have been preferred prior to the effective date of such modification shall continue to be subject to the provisions of such section as in effect on the date such charges were preferred.” The legislation further stipulates that this provision “shall not apply to agreements negotiated pursuant to this subdivision except that no person enjoying the benefits of tenure shall be disciplined or removed during a term of employment except for just cause.”
This act shall take effect immediately.
Fiscal Impact: Part J
$ millions 
Effective FY03
FY Succeeding 

Effective FY04
Full Fiscal Impact FY03

Expense  (+)
$0
$0
$0


TOTAL FOR OMNIBUS BILL – S 7733
Effective Date: This act shall take effect immediately provided, however, that the applicable effective date of Parts A through of this act shall be as specifically set forth in the last section of such Parts.


Fiscal Year In Which Full Fiscal Impact Anticipated: FY 04



Total Fiscal Impact Statement:
$ millions 
Effective FY03
FY Succeeding 

Effective FY04
Full Fiscal Impact FY04

Revenues (+)
$347
$359
$359

Expenditures (-)
$(110)
$(25)
$(25)

Net
$457
$384
$384

Impact on Revenues:


All provisions of this legislation except for provisions related to the “New York City Debt Modernization Act of 2002" as a group increase the revenue budget. Provisions related to utility tax conformity are revenue neutral, as are those related to the School Construction Authority and school employees discipline. The remaining provisions increase tax and miscellaneous revenue.
Impact on Expenditures:


Provisions related to the “New York City Debt Modernization Act of 2002" have an impact on the City’s Expense Budget. The provisions either reduce principal and interest payments in general or provide one-time revenues that are budgeted as offsets to debt service budget expenditures.  The cost of sending out new property tax bills as a result of the lower cap on class shares has an impact of $500,000 on expenditures in Fiscal 2003.
Source of Funds To Cover Estimated Costs:


Source of Information:  City Council Finance Division

Estimate Prepared By:
 City Council Finance Division

  Pablo Zangerle, Deputy Director Revenue

  Nadine Felton, Assistant Director Revenue

  Raymond Majewski, Chief Economist

  John Sarich, Supervising Analyst

  Patrick Joyce, Senior Analyst

  Sabine Salandy, Senior Analyst

Date Submitted to Council:
June 20, 2002
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