MEMORANDUM IN SUPPORT

TITLE: A local law to amend the administrative code of the city of New York, in relation to the posting of a list of clothing and footwear items exempt from New York State and New York City sales tax.

TYPE OF LEGISLATION:  Local Law

SUBMITTED BY: The Speaker (Vallone) and Council Member Berman

DATE:  July 23, 2001

REASONS FOR SUPPORT:  

The Council strongly advocated for legislation granting a tax exemption on clothing for New York City residents.  Effective March 1st of last year, clothing and footwear items costing less than $110 became exempt from State and local sales tax.  This tax exemption provided a year round tax relief to all New Yorkers, especially to low and middle income families who spend a large share of their income on clothing.


In November of last year, the Council issued a report indicating that a number of retailers were still assessing the sales tax on items that were recently exempted from such a tax.  There were items taxed which could be mistaken as not falling within the exemption, such as baby bibs, gloves, hats and infant receiving blankets.  A follow up survey conducted in February of this year showed that retailers throughout the City were still assessing the sales tax on various exempted items of clothing and footwear.

In March, the Speaker held a roundtable discussion with members of the retail community, business groups and government officials to discuss ways in which the Council could be of assistance in making both the public and retailers better informed regarding the scope of the sales tax exemption.  The Speaker informed the panel that Council staff was looking into different methods, including legislation, of communicating to the public the breadth of the sales tax exemption.

The results of a Council survey conducted in June indicates that merchants, both small and large, are still assessing sales tax, nearly a year and half after tax exemption was granted to clothing and footwear under $110.  This legislation would require retail establishments to post a list promulgated by the Department of Taxation and Finance detailing which items are tax exempt and which items are not tax exempt.
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