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TITLE:
AN ACT to increase the earned income tax credit against the personal income tax of any city with a population of one million or more.

BACKGROUND

In 2004 the State Legislature adopted legislation authorizing the City to adopt a local law providing an earned income tax credit on the City personal income tax.  Under the law, the credit could be provided beginning in taxable year 2004.  State law provides that if such a local law is enacted, the credit provided shall be equal to five percent of the federal earned income tax credit for any given year.  In addition, the State law provides that if the credit for any given year exceeds the amount of the tax owed, the excess is to  be paid to the taxpayer as an overpayment without interest – i.e. the City earned income tax credit is refundable as is the Federal EITC and the State credit.


On July 21, 2004, the Council adopted a local law providing an earned income tax credit equal to five percent of the federal credit.

PROPOSED LEGISLATION:

 The proposed State Legislation would authorize the City to adopt a local law providing an earned income tax credit on the City personal income tax for taxable years 2005 and thereafter at a percentage equal to at least 5 percent of the federal credit but not more than ten percent of the federal credit.  Thus, beginning in the current tax year the City could, by local law, increase the amount of its credit from 5 percent of the federal credit to some percentage not greater than 10 percent.

The proposed legislation provides that any local law increasing the credit above five percent for the current taxable year (2005) shall be applicable if it has been enacted “on or before a date which is the later of a date that is forty-five days after the effective date” of the proposed legislation or July thirty-first.    

FISCAL IMPLICATIONS:
See Council Finance Division fiscal impact statement.

EFFECTIVE DATE:

The legislation would take effect immediately. 

