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INT. NO. 491:


By:  Council Member Weprin (by request of the Mayor)

TITLE:
A Local Law to amend the administrative code of the city of New York in relation to increasing the sales tax. 

ADMINISTRATIVE CODE:
Amends sections 11-2002 and 2040 of the code.
BACKGROUND

Earlier this month the State Senate and Asssembly adopted S 4968 and A 8388, legislation which provided directly for, or authorized the City to raise, revenue.  Part J of that legislation provides for a one-eighth of a point increase in the local portion of the City’s sales tax.   The Preconsidered Int. would effectuate the one-eighth of a percent increase in the local sales tax on certain services still subject to local control by the City, and in so doing, would “trigger” the one-eighth of a percent sales tax increase in the local portion of the sales tax which is controlled by the Municipal Assistance Corporation (MAC). 

 Article 28 of the State Tax Law imposes a state sales tax of four percent on the receipts of every retail sale of goods and the sale of services unless otherwise specified in the article.  Section 1210 of Article 29 of the State Tax Law authorizes cities and counties to adopt local laws or ordinances enacting local sales and compensating use taxes.  In addition, §1212-A of the State Tax Law authorizes the City to impose a local sales tax of up to four percent on certain services such as beauty, barbering and fitness center services, credit reporting, rating, collection and other credit related services, detective and protective services, and longer-term interior building cleaning and maintenance services.  

However, since the City’s fiscal crisis in the mid 1970s, New York City’s authority to impose a local sales tax pursuant to §1210 of the Tax Law has been suspended.  Since the creation of MAC, §1107 of the Tax Law directly imposes New York City’s local portion of the sales tax.  This local sales tax is set at the rate of four percent, and is similar to the State portion of the sales tax.  Under current law, this state imposition of the City’s sales tax (the “MAC sales tax”) remains in effect until all of the bonds and notes issued by MAC are paid, at which time the City is no longer subject to §1107 and its authority to act pursuant to §1210 returns.  However, the City continues to locally impose the additional four percent sales tax, independently of MAC, on certain additional services including those in the areas of (1) beauty, barbering and fitness services, (2) credit reporting, rating and collection services, (3) detective and protective services, and (4) interior building cleaning and maintenance services.

Section one of Part J of the State legislation provides for an increase the MAC sales tax from four percent to four and one-eighth percent.  Section two of Part J authorizes the City to increase certain discrete sales taxes still imposed by it locally from a maximum of four percent to a maximum of four and one-eighth percent.  These sales taxes are on (1) beauty, barbering and fitness services, (2) credit reporting, rating and collection services, (3) detective and protective services, and (4) interior building cleaning and maintenance services.  (Section three authorizes the City to increase its sales tax on dry cleaning, tailoring and admissions to sports facilities by one-eighth of a percent but the City does not impose such a sales tax.)  However, the State law provides that the section of the legislation effectuating the one-eighth percent increase in the MAC sales tax will not go into effect unless the City acts by local law to increase the sales taxes on those beauty/barbering, credit-related, detective/protective and interior building services set forth in section two of Part J of the State Legislation, over which the City still has control.  The State Legislation also provides that the authority to impose the additional one-eighth of a percent increase in the sales tax ends on May 31, 2005.

PRECONSIDERED INT. NO.


Section one of the proposed legislation would amend subdivision (h) of §11-2002 of the Administrative Code to increase from 4 percent to 4 1/8 percent, the local sales tax imposed by the City on receipts from beauty, barbering, hair restoring, manicuring, massage and other similar services, and every sale of services by weight control salons, health salons, gyms and other similar establishments.  

Section two of the proposed legislation would amend subdivision (a) of section 11-2040 of the Administrative Code to increase the local sales tax imposed by the City on receipts from the sales of credit rating and reporting services, protective and detective services and longer-term (30 days or more) contractual interior cleaning and maintenance services for buildings.

The proposed legislation contemplates that the local sales tax increases enacted thereby will go into effect on September 1, 2003.  Pursuant to state law, such local laws can only go into effect on either March 1st, June 1st, September 1st or December 1st .  In addition, §1212-A of the  State Tax Law requires a 90 day notice period by the City to the State Department of Taxation and Finance.  This 90-day period can be waived to a minimum of 30 days.  Thus, with a waiver the sales tax increases contained in this proposed local law can go into effect on September 1, 2003.    By enacting this legislation providing for these local sales tax increases, the City will trigger the increase in the MAC sales tax, which will go into effect on the date this local legislation is signed into law (i.e. without such 90-day notification period).

