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	THE COUNCIL OF THE CITY OF NEW YORK
FINANCE DIVISION
TANISHA EDWARDS, CFO AND DEPUTY CHIEF OF STAFF TO THE SPEAKER
RICHARD LEE, FINANCE DIVISION DIRECTOR
FISCAL IMPACT STATEMENT

PRECONSIDERED SLR S.7386 (Sepulveda)
                                     A.7667 (Braunstein) 
                                                                                                            
COMMITTEE: State and Federal Legislation	

	
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 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

	SPONSOR(S): Abreu



SUMMARY OF LEGISLATION: This legislation would extend certain aspects of the city taxes, including:

· Personal Income Tax
The City’s Personal Income Tax (“PIT”) includes a base tax with rates between 2.7 percent and 3.4 percent, as well as an additional tax surcharge (“surcharge”) of 14 percent. Combined, the City PIT imposes a tax rate ranging from 3.08 percent to 3.88 percent on the incomes of residents. Under the current tax law, a portion of the PIT base tax rate and the entire surcharge will expire by December 31, 2023. If allowed to sunset, the rates on the City PIT would drop to between 1.18 percent and 1.48 percent beginning in tax year 2024. This bill would extend the entire current PIT base rate and the surcharge by an extra three years, allowing the City to continue to impose the existing rates through December 31, 2026. 

· General Corporation Tax
The City’s General Corporation Tax (“GCT”), paid by S Corporations that do business in the City, is calculated using four different tax bases – entire net income, net income plus compensation, capital and fixed minimum tax – and is imposed on whichever yields the highest amount. The current GCT rates attached to the four tax bases are 8.85 percent of entire net income, 8.85 percent of 15 percent of the total salaries and compensation paid, 0.15 percent of business and investment capital allocated to the City, and a fixed minimum amount that ranges from $25 to $5,000. Under current tax law, all the existing GCT rates will sunset by the end of 2023. If allowed to sunset, the GCT rates would fall to 6.7 percent of entire net income, 6.7 percent of 30 percent of net income plus salaries and compensation paid, 0.1 percent of business and investment capital and a fixed minimum tax of $25. This bill would extend the current GCT rates through December 31, 2026.

· Sales Tax on Credit Rating and Credit Reporting Services
Credit rating and credit reporting services are subject to the 4.5 percent New York City’s sales tax. The tax on these services is scheduled to expire November 30, 2023. This bill would extend the current rates through November 30, 2026.

· Sales tax on Beauty and Barbering Services
New York City imposes a sale tax of 4.5 percent on the receipts from beauty, barbering, hair restoring, manicuring, pedicuring, electrolysis, massage and similar services and on every sale of services by weight control salons, health salons, gymnasiums, Turkish and Sauna baths and similar establishments. The tax on these services is scheduled to expire November 30, 2023. This bill would extend the current rates through November 30, 2026.
  

EFFECTIVE DATE: This bill would be effective immediately.

FISCAL YEAR IN WHICH FULL FISCAL IMPACT ANTICIPATED: Fiscal 2025

FISCAL IMPACT STATEMENT:

	

	Effective FY23

	FY Succeeding Effective FY24
	Full Fiscal Impact FY25

	Revenues
	$0
	$0
	$0

	Expenditures
	$0
	$0
	$0

	Net
	$0
	$0
	$0



IMPACT ON REVENUES: An extension of the tax rates is already assumed in the City’s Financial Plan, which is why the fiscal impact is posted at zero. However, if the rates fail to be extended, the City will incur the following revenue losses:
· Personal Income Tax: This would reduce City PIT revenues by approximately $5.4 billion in Fiscal 2024 and $10 billion in Fiscal 2025.
· General Corporation Tax: This would reduce GCT revenues by approximately $216 million in Fiscal 2024 and $368 million in Fiscal 2025. 
· Sales Tax on Credit Rating and Credit Reporting Services: This would reduce City Sales Tax revenue by approximately $5.9 million in Fiscal 2024 and $12.1 million in Fiscal 2024.
· Sales Tax on Beauty and Barbering Services: This would reduce City Sales Tax revenue by approximately $43 million in Fiscal 2024 and $85 million in Fiscal 2025.


IMPACT ON EXPENDITURES: N/A.

SOURCE OF FUNDS TO COVER ESTIMATED COSTS: General Fund

SOURCE OF INFORMATION: 		New York City Council Finance Division
					New York City Department of Finance
					New York State Department of Taxation and Finance
			          					                                                           		                        
ESTIMATE PREPARED BY:		William Kyeremateng, Lead Data and Analytics Engineer
					Nashia Roman, Senior Economist
	Paul Sturm, Supervising Economist 

ESTIMATE REVIEWED BY: 		Emre Edev, Deputy Director
Kathleen Ahn, Finance Division Counsel
Jonathan Rosenberg, Managing Deputy Director

LEGISLATIVE HISTORY:  This bill will be considered by the Committee on State and Federal Legislation as a Preconsidered SLR on June 8, 2023. Upon successful vote by the Committee, the Preconsidered SLR will be introduced and submitted to the full Council for a vote on June 8, 2023. 

DATE PREPARED:  June 6, 2023
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