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	The Council of the City of New York

Finance Division

Michael Keogh, Director

Fiscal Impact Statement
Preconsidered SLR:    S 6247       Padavan

                                          A 8264-A  Farrell                
Committee:
State and Federal Legislation



	Title AN ACT to amend the tax law and the administrative code of the city of New York, in relation to authorizing a credit against the city personal income tax on residents for such residents’ share of city general corporation tax and banking corporation tax paid by subchapter S corporations in which such residents are shareholders for taxable years beginning on or after January 1, 2007


	Sponsors:   Council Member Baez
 



	Summary of Legislation
New York City residents that are stockholders in S-Corporations that do business in the City face double taxation. First, their businesses pay the general corporation tax (GCT) on the net earnings of the firm.  These same earnings are passed on to stockholders and taxed under the City’s personal income tax (PIT).  

This bill will help relieve the double taxation of owners of S-Corporations in New York City.  Resident shareholders of S-Corporations would be able to take a nonrefundable credit against their New York City personal income tax liability equal to a portion of their share of the business’s corporate tax liability.  The credit is based on a sliding scale and ranges from 100 percent of GCT liability for taxpayers with New York City taxable income of $42,000 or less and gradually goes down to zero percent of liability for taxpayers with taxable income of $250,000 or more.  This credit is modeled after the existing PIT credit for taxes paid under the unincorporated business tax, though it differs in the scale used to determine the credit. Unlike the unincorporated business tax credit, this credit is not available for taxpayers with taxable incomes over $250,000.  There are 118,000 S-Corporations in New York City. 

The credit will take effect in tax year 2007. 

	Effective Date : This act shall take effect upon enactment and shall apply to taxable years beginning on and after January 1, 2007.


	Fiscal Year In Which Full Fiscal Impact Anticipated:    2008



	Fiscal Impact Statement:
Effective FY08

FY Succeeding

Effective FY09

Full Fiscal

Impact FY08

Revenues (+)

($35) million

($35) million

($35) million

Expenditures (-)

$0

$0

$0

Net

($35) million

($35) million

($35) million



	

	Impact on Expenditures: None


	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 Analyst      

                                                   Raymond Majewski, Chief Economist
                                                   City Council Finance Division .  
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