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Fiscal Impact Statement
 M643: A8176 Farrell   S5864 Padavan
Committee:
State and Federal Legislation



	Title   AN ACT to amend the tax law, in relation to exempting clothing and footwear sales and uses from local sales and compensating use taxes imposed in or by any city having a population of a million or more.

	Sponsors: Council Member Baez
 



	Summary of Legislation

In the City of New York, under existing law, clothing and footwear costing less than $110 per article of clothing or per pair of shoes is exempt from the City's sales and compensating use taxes of 4 percent, as it is for the State sales tax of 4 percent and the Metropolitan Commuter Transportation District (MCTD) sales tax of 3/8 percent. This legislation would expand the exemption to cover all clothing and footwear, regardless of cost for the City’s sales tax, although the State and MCTD sales taxes would still apply.

Section 1 amends Tax Law § 1107 to provide an exemption from the sales and compensating use taxes imposed by section 1107. Those taxes expire on July 1, 2008, at which time sales and compensating use taxes will be imposed in the City of New York pursuant to Tax Law § 1210. Section 2 amends section 1210 to continue the exemption from sales and compensating use taxes for clothing and footwear on and after July 1, 2008. Bill section 3 provides that the effective date shall be the first day of a quarterly sales tax period, next succeeding the thirtieth day after it shall have become a law, provided, however, that the commissioner of taxation and finance may take any action necessary for the timely implementation of this act on or before the date on which it shall have become a law.

On September 1, 2005, New York City restored the sales tax exemption on clothing and footwear purchases costing under $110. However, New York City's 4 percent sales tax still applies to clothing and footwear

purchases costing $110 and above. 

	Effective Date:  First day of tax quarter following the 13th day after the bill becomes a law.

	Fiscal Year In Which Full Fiscal Impact Anticipated:   2009



	Fiscal Impact Statement:
Effective FY08

FY Succeeding

Effective FY09

Full Fiscal

Impact FY09

Revenues (+)

($110) million

($117) million

($117) million

Expenditures (-)

$0

$0

$0

Net

($110) million

($117) million

($117) million



	Impact on Revenues:  The revenue impact will be a loss of $110 million in 2008, and $117 million in 2009.


	Impact on Expenditures:    N/A 


	Source of Funds To Cover Estimated Costs:    N/A



	Source of Information:
The New York City Council Finance Division



	Estimate Prepared By:        Paul Sturm, Senior Legislative Financial Analyst

                                                Raymond Majewski, Chief Economist 
                                                    City Council Finance Division.  

                                               

	FIS History: 



	Date Submitted to Council                               June 15, 2006
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