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ELIZABETH FINE, DIRECTOR AND GENERAL COUNSEL

 
COMMITTEE ON STATE AND FEDERAL LEGISLATION

Hon. Maria Baez, Chair 

June 12, 2008

By: Council Member Baez
Preconsidered SLR 120:

S. 8152
By: Rules 
A. 11497 
By:  (  Silver)
TITLE:
AN ACT to amend the tax law, the administrative code of the city of New  York, chapter 877 of the laws of 1975, chapter 880 of the laws of 1975, chapter 884 of the laws of 1975 and chapter 882 of the laws of  1977, relating to the imposition of certain taxes in the city of New  York, in relation to postponing the expiration of certain tax rates  and taxes in the city of New York 

BACKGROUND:

The proposed legislation provides for the extension of the City’s authority to continue to impose certain taxes.  Specifically, in many instances such as with the City’s personal income tax, cigarette tax and general corporation tax, failure to extend this authority could result in a return to “default” tax rates which are very out-dated and are substantially below current rates.

According to State Legislature’s memo in support if the current levels of taxation are allowed to expire at the end of 2008, the City will lose approximately $2.2 billion in revenue in Fiscal 2009.  Most of these taxes have been in effect since the 1970s and have become an accepted part of the City’s tax structure.  The loss of such revenue would have a devastating affect on the City’s budget.  According to the Memorandum, these taxes are extended periodically, most recently by Chapter 636 of the Laws of 2005.

 .   

PROPOSED LEGISLATION  

Sections 1 and 17 of this legislation would amend Section 1212-A(a)(3) of the Tax Law and Section 11-2040(a) of the Administrative Code, relating to the City’s 4 percent sales tax on credit rating and credit reporting services.  This tax is set to expire on December 31, 2008.  This bill would allow the tax to continue in effect until December 31, 2011.

Sections 2 and 4 through 7 of the bill amend Sections 1301(a) and 1304 of the Tax Law, which are part of the enabling act for the New York City personal income tax. Section 1301(a) contains a sunset provision that calls for the basic rates of the personal income tax to drop by more than 50 percent beginning in 2009. Under Sections 2 and 4 through 7 of the legislation, the rate tables contained in Section 1304(a) and (h) of the Tax Law, which specify maximum rates of 3.2 percent and 1.48, respectively, would be continued. The rates contained in Section 1304(a) were the rates in effect in 2001 and 2002 and from 2006 through 2008 and would be in effect from 2009 through 2011. Under this bill, the rates contained in Section 1304(b) would take effect in 2012.
  Section 1301(a) also provides for the termination at the end of 2008 of the City minimum personal income tax, currently imposed at the rate of 2.85 percent. The bill postpones this sunset dates until the end of 2011. 
Sections 10 through 13 of the bill amend Section 11-1701 of the Administrative Code, which imposes the resident personal income tax, to mirror amendments to the Tax Law. Section 14 of the bill conforms the rates contained in Section 111701(b) of the Administrative Code to those authorized by Section 1304(b) of the Tax Law. 
Section 3 of the bill amends the minimum personal income tax provided for in Section 1301-A of the Tax Law. The currently authorized rate of the minimum income tax is 2.85 percent, but that rate is scheduled to fall to 2.5 percent beginning in 2009. The amendment continues the current rate until the end of 2011.  Section 15 of the bill makes a conforming amendment to Section 11-1702 of the Administrative Code.
 Section 8 of the bill amends Section 1304-B of the Tax Law, which authorizes an additional personal income tax at a rate of 14 percent of the taxes imposed under Section 1304 of the Tax Law until the end of 2008.
  The amendment would authorize the imposition of the tax for taxable years beginning in 2009 through 2011. The amendment also provides authority to reduce the additional tax by local law for taxable years beginning in 2009 through 2011. Section 16 of the bill amends Section 11-1704.1 of the Administrative Code to continue to impose the additional tax at the rate of 14 percent. 

Section 18 of this legislation would amend Chapter 877 of the Laws of 1975, which is related to the New York City cigarette tax.  Currently, the cigarette tax is 75 cents for each 10 cigarettes.  This rate is scheduled to decrease to 2 cents for each 10 cigarettes after 2008.  This bill would simply allow the current rate to continue until the end of 2011.


Section 19 of this legislation would amend Chapter 880 of the Laws of 1975, which relates to a 4 percent City sales tax on certain personal services such as beauty, barbering, manicuring and health salon services.  This tax is due to expire at the end of 2008.  This bill would simply postpone the expiration date until the end of 2011.


Lastly, Sections 22, 21 and 9 of the legislation would amend Chapter 884 of the Laws of 1975, Chapter 882 of the Laws of 1977 and Section 11-604 (1)(E) of the Administrative Code,  relating to the City’s general corporation tax.  The current tax rates are 8.85 percent on income, 1.5 mills on business and investment capital, and a $300 minimum tax.  On January 1, 2009, these rates are scheduled to decrease to 6.7 percent, 1 mill, and $25, respectively.  This bill would allow the current rates to continue until December 31, 2011.

FISCAL IMPLICATIONS:
See Council Finance Division fiscal impact statement.

EFFECTIVE DATE:

Immediately.

� The rates that were in effect from 2003 through 2005 are set forth in Tax Law section1304-D and contain two additional tax brackets which were allowed to sunset in 2006.


� . For taxable years beginning in 2003 through 2005, this additional tax was suspended pursuant to 1304-D of the Tax Law.





