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The Council of the City of New York

Finance Division

Larian Angelo, Director

Fiscal Impact Statement
Intro No:  
220

Committee:
Finance


Title:
    A Local Law to amend the administrative code of the city of New York, in relation to disallowing, for purposes of the city general corporation tax, banking corporation tax and unincorporated business income tax, certain additional accelerated depreciation deductions with respect to certain property acquired after September 10, 2001, allowed by the amendments to the internal revenue code made by section 101 of public law 107-147.



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

Summary of Legislation: This bill decouples, for purposes of the General Corporation Tax (GCT), the Banking Corporation Tax (BCT) and the Unincorporated Business Tax (UBT), from the additional depreciation deductions contained in recently enacted federal legislation–the Job Creation and Worker Assistance Act of 2002.  One provision in this Act allows  taxpayers an additional 30 percent depreciation deduction in the first year that “qualified property”is placed in service.  This provision would  affect the computation of Federal taxable income for corporations and unincorporated businesses.  Since these income amounts are the starting point for computing tax liability under New York City’s GCT, BCT and UBT, if New York City does not act to decouple from the new Federal tax law, the increased first year depreciation deduction (of 30 percent) would automatically “flow through” to taxable income for City purposes, thereby reducing City tax liability. This bill would decouple City law from the new Federal law, with the exception of property in the federally designated Liberty Zone of lower Manhattan below Canal St and for property in the areas defined as  the “Resurgence” zone. 

To accomplish the decoupling, this bill would amend the model GCT law (contained in section 2 of section 1 of Chapter 772 of the laws of 1966) to limit the depreciation deduction for qualified property, other than qualified New York Liberty Zone and Resurgence Zone property, to the depreciation deduction that would have been allowed for such property  had the property been acquired by the taxpayer on September 10, 2001, and therefore, not eligible for the enhanced deductions allowed by the Act.    

Effective Date: Pending passage of the above resolution, the law would be effective immediately.

Fiscal Year In Which Full Fiscal Impact Anticipated: Fiscal 2003


Fiscal Impact Statement:

Effective FY03
FY Succeeding Effective FY04
Full Fiscal 

Impact  FY03

Revenues (+)
$108,000,000
$99,000,000
$108,000,000

Expenditures (-)
-0-
-0-
-0-

Net
$108,000,000
$99,000,000
$108,000,000

Impact on Revenues:         The cost to the City of not decoupling in these areas would be $108 million in Fiscal 2003 and more than $300 million over the next three fiscal years.  

Impact on Expenditures:    There will be no impact on expenditure as a result of this legislation. 

Source of Funds To Cover Estimated Costs:
Not Applicable

Source of Information:


Office of Management and Budget

Estimate Prepared By:                              
John Sarich, Supervising Analyst

                                                                            
Pablo Zangerle, Deputy Director
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