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Finance


Title:
To amend the administrative code of the city of New York, in relation to increasing a credit allowed under the commercial rent or occupancy tax, and increasing exemptions from such tax.



Sponsor:
The Speaker (Council Member Vallone) and Council Member Berman  (in conjunction with the Mayor).

Summary of Legislation: The preconsidered introduction would amend sections 11-704 (b) (2) and 11-704.3 of the administrative code of the city of New York, to further reduce the tax burden on commercial tenants who remain subject to the commercial rent tax. 


The tax, first authorized in 1963,  is currently paid by commercial tenents in Manhatten south of 96th Street with base rents of $100,000 or more.


The State Law authorising the imposition of the commercial rent tax provided that the local law could contain exemptions and exclusions in addition to any authorized by the enabling legislation.  Since Septerber 1, 1995 all leased commercial space in Manhattan north of 96th Street and in the boroughs of the Bronx, Brooklyn, Queens and Staten Island have been exempt from the tax.  Starting June 1, 1997 the exemption was extended to commercial tenants in Manhatten with base rents of $99,999 or less.  Also beginning June 1, 1997 a sliding scale tax credit was implemented that gave commercial tenants subject to the tax with rents between $100,00 and $139,999 a credit ranging from 80 percent of the tax imposed (for base rents between $100,000 and $109,999) and 20 percent of the tax (for rents between $130,000 and $139,000).

The preconsidered introduction would further extend the exemption by increasing the annual rent threshold above which a tenant is subject to the commercial rent tax from $99,999 to $149,999.  It would also provide commercial tenants subject to the tax with annual rents between $150,000 and $189,999 with a new sliding scale credit from 80 percent to 20 percent of the tax imposed.  Both the new threshold and the new credits would be for the six month period beginning in December 1, 2000 and for all tax years after June 1, 2001.

Effective Date:  This law shall take effect immediately upon adoption, but shall be retroactive to December 1, 2000.

Fiscal Year In Which Full Fiscal Impact Anticipated:
Fiscal 2002


Fiscal Impact Statement:


Effective FY2001
FY Succeeding 

Effective FY2002
Full Fiscal 

Impact FY2002

Revenues (+)
 ($8,000,000)
 ($16,000,,000) 
 ($16,000,000)

Expenditures (-)
$0
$0
$0

Net
 ($8,000,000)
($16,000,000)
 ($16,000,000)

Impact on Revenues: This legislation would result in a loss of approximately $8,000,000 of commercial rent tax revenues in Fiscal 2001 and $16,000,000 in Fiscal 2002.  The increased rent limit will reduce the tax roll by 25 percent, freeing 3,300 taxpayers from this tax. The new sliding scale credit will benefit an additional 1,800 taxpayers, 14 percent of the total.  The average payer will see savings of $3,000 in Fiscal 2001.

Impact on Expenditures: 
There would be a minimal impact on expenditures as a result of this legislation.

Source of Information:
New York City Council Finance Division

New York City Office of Management and Budget

New York City Department of Finance

Estimate Prepared By:

Raymond Majewski, Senior Analyst

Nadine Felton, Assistant Director, Revenue

Larian Angelo, Deputy Director, Revenue

City Council Finance Division

Date Submitted to Council:
January 24, 2001


FIS History:


To be considered by the Committee on January 24, 2001

