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T H E  C O U N C I L

REPORT OF THE LEGAL AND GOVERNMENTAL AFFAIRS DIVISION

RICHARD M. WEINBERG, DIRECTOR AND GENERAL COUNSEL

COMMITTEE ON STATE AND FEDERAL LEGISLATION
PRECONSIDERED MAYOR’S MESSAGE 
By: The Mayor

S. 5548
By: Committee on Rules

A. 9138
By: Rules

TITLE:
AN ACT to amend the tax law, 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, all relating to the imposition of certain taxes in the city of New York, and the administrative code of the city of New York, in relation to postponing expiration dates applicable to certain taxes imposed by the city of New York and imposing the additional tax on the personal income tax


Sections 1 and 15 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, 2001.  This bill would allow the tax to continue in effect until December 31, 2003.


Sections 2 and 4 of this legislation would amend Sections 1301(a) and 1304(b) of the Tax Law, which are part of the enabling act for the City’s resident personal income tax.  Section 1301(a) contains a sunset provision that calls for the basic rates of the personal income tax to decrease by approximately 50 percent beginning in the year 2002.  Pursuant to the sunset provision, the current rate tables contained in Section 1304(a) would be replaced, beginning in the year 2002, by the rate tables contained in Section 1304(b) which are about half the current rates.  Section 1301(a) also provides for the termination at the end of 2001 of the City minimum personal income tax, which is currently imposed at the rate of 2.85 percent.  This bill would postpone these sunset dates until the end of 2003.  Sections 11 and 12 of the legislation amend the Administrative Code to continue the current personal income tax rate tables and the minimum personal income tax as well.  


Section 3 of this legislation would amend Section 1301-A of the Tax Law.  Currently, the authorized rate for the minimum income tax is 2.85 percent, but that rate is scheduled to decrease to 2.5 percent beginning in the year 2002.  This bill would continue the current rate until the end of 2003.  Section 13 makes the conforming Administrative Code change.


Section 5 of this legislation would amend Section 1304-B of the Tax Law, which authorizes an additional personal income tax at a maximum rate of 14 percent of the taxes imposed under Section 1304 of the Tax Law.  Under the current law, this additional tax is due to expire at the end of 2001.  This bill would allow the additional tax to continue in effect until the end of 2003 and would reduce the maximum rate at which it may be imposed to 3.5% for income at or below the threshold for the top bracket for each filing status, and to 10.5% for income in excess of that threshold for each filing status.  Section 14 would also make the conforming changes to the additional tax provisions of the City’s personal income tax law.


Section 6 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 4 cents for each 10 cigarettes.  This rate is scheduled to decrease to 2 cents for each 10 cigarettes after 2001.  This bill would simply allow the current rate to continue until the end of 2003.


Section 7 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 2001.  This bill would simply postpone the expiration date until the end of 2003.


Lastly, Sections 8, 9, and 10 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, .75 mill on subsidiary capital and a $300 minimum tax.  On January 1, 2002, these rates are scheduled to decrease to 6.7 percent, 1 mill, .5 mill and $25, respectively.  This bill would allow the current rates to continue until December 31, 2003.


According to the Mayor’s Memorandum in Support, if the current levels of taxation are allowed to expire at the end of 2001, the City will lose approximately $2.6 billion in revenue annually.  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 406 of the Laws of 1999.   

FISCAL IMPLICATIONS:
See Council Finance Division fiscal impact statement.

EFFECTIVE DATE:

Immediately.

