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Fiscal Impact Statement
MM. No.:
Prec. Mayor’s Message 1210

Senate No. S.05565  

Assembly No.  A

Committee:
State & Federal Legislation


Title:
An act to amend the tax law, in relation to authorizing any city having a population of one million or more to provide a partial exemption from the mortgage recording tax and to provide certain credits against the personal income tax of any such city and to exempt certain sales and uses of clothing and footwear from the imposition of sales and compensating use taxes, and to amend chapter 161 of the laws of 1970, relating to enabling any city having a population of one million or more to impose and collect taxes on the occupancy of hotel rooms in such city, in relation to authorizing such city to reduce the rates of such taxes, and to amend the administrative code of the city of New York, in relation to exempting from the hotel room occupancy tax the occupancy of rooms in certain small hotels, and to amend the real property tax law, in relation to extending for three years the partial abatement of real property taxes on residential real property classified as class two pursuant to section 1802 of the real property tax law and held in the cooperative or condominium form of ownership in a city having a population of one million or more and authorizing such city to increase such partial abatement, and authorizing any city having a population of one million or more to provide a partial abatement of real property taxes for certain energy-efficient buildings.



Sponsor:
The Mayor

Summary of Legislation: Enabling legislation to introduce a series of tax cuts that may be enacted by the Council.

A mortgage recording tax of 2.0 percent is imposed on mortgages under $500,000 for homes and condos: 1.0 percent goes to the City's general fund, 0.5 percent to the State (later returned to the City) and 0.5 percent to the MTA. This legislation will eliminate the City and State portion of the tax (1.5 percent) on the first $150,000 or mortgages up to $300,000 on homes bought by first-time home buyers in New York City.  Approximately 9,000 home buyers with mortgages under $300,000 will receive average tax savings of $2,250 annually.  The law will not be effective until December 1, 2001, with full fiscal impact in Fiscal 2003.  

This legislation allows for an increase in the current property tax abatement for cooperative and condominium units.  The bill increases the abatement for non-sponsor owned apartments in buildings with an average assessed value of $15,000 or less per unit from 25 percent to 40 percent.  The bill increases the abatement for apartments in buildings with an average assessed value of more than $15,000 per unit from 17.5 percent to 20 percent. This provides an additional average abatement of $122 for more than 300,000 eligible units.  If the Council fails to enact the local law on or before July 31, 2001, the increase in the abatement cannot be applied to Fiscal 2002 property taxes.  The Council must enact the local law by December 1, 2001 in order for the abatement to be applied to Fiscal 2003 property taxes.    

This bill would eliminate the $2 dollar flat fee on hotel room occupancy, effective December 1, 2001.

This legislation would eliminate the sales tax on clothing and footwear purchases on items costing more than $110, effective March 1, 2002.  The City exempted from the 4 percent sales tax clothing purchases on items valued at less than $110 effective March 1, 2000.  Thus, effective March 1, 2002, the sales tax on all clothing and footwear purchases will be eliminated.  

This legislation would amend the tax law to provide tax relief to low income families.  Welfare regulations require many current aid recipients to enter the work force where they will face low wages and have access to fewer resources than under public assistance.  A credit against the city personal income tax for the working poor would be allowed equal to the applicable percentage of the earned income credit allowed under section thirty-two of the internal revenue code for the same taxable year.  The applicable percentage would be five percent.  If the credit exceeds taxes due, the refundable portion shall be available from TANF funding conditioned upon consent of the state.  The refundable portion will be an additional $40 million in TANF funds.

This legislation would provide New York City residents with a child and dependent care tax credit at an allowable percentage of current New York State credit. The allowable percentage would be up to 40 percent. Approximately 160,000 New York City families will be eligible for the credit.

This bill provides for partial property tax abatements for energy-efficient buildings.   High-efficiency homes and businesses (“green” buildings) are buildings that meet engineering standards for energy efficiency and environmental protection.   These include standards for overall energy use, the heating and cooling system, water use, insulation and building materials.  Buildings of this kind provide benefits to their owners and external benefits to the City and its residents. The State of New York has already enacted its own program that provides tax incentives for large buildings to meet high efficiency “green” building standards.  This bill would provide a real property tax abatement for high-efficiency buildings in New York City that are too small (less than 20,000 sq. ft.) to qualify for the State program.  The abatement is one percent of allowable costs for up to five years.  Allowable costs are capped at $5 per square foot.  The law would have no fiscal impact until Fiscal 2003.

Effective Date:
Enabling legislation, effective immediately upon passage by the Council.  However, the partial exemption of the mortgage recording tax and the elimination of the $2 dollar flat fee on hotel room occupancy will not be effective until December 1, 2001.  The sales tax exemption on clothing and footwear shall not be effective until March 1, 2002.  The energy efficient building abatement would not be effective until June 1, 2002.
Fiscal Year in Which Full Fiscal Impact Anticipated:  Fiscal Year 2002.  Fiscal 2003 for sales tax on clothing and footwear exemption, elimination of the $2 dollar flat fee on hotel room occupancy, partial exemption of the mortgage recording tax for first-time home buyers and the energy-efficient buildings program.


Fiscal Impact Statement:


Effective FY02
FY Succeeding 

Effective FY03
Full Fiscal 

Impact FY03

Revenues (+)
($121,000,000)
($228,000,000)
($228,000,000)

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

Net
($121,000,000)
($228,000,000)
($228,000,000)

Impact on Revenues: The impact on revenues for Fiscal 2002 would be as follows: the increase in the property tax abatement for cooperative and condominium apartments, $37 million; Earned Income Tax Credit, $8 million; Child and Dependent Care Credit, $20 million; energy-efficient buildings property tax abatement, no impact in Fiscal 2002, $1 million in Fiscal 2003 when fully effective; mortgage recording tax reduction, $10 million in Fiscal 2002 (half-year effect) increasing to $20 million in Fiscal 2003 when fully effective; elimination of the sales tax on clothing and footwear costing $110 and more, $27 million (quarter-year effect) increasing to $101 million in Fiscal 2003 when fully effective; elimination of the $2 dollar flat fee on hotel room occupancy, $19 million (half-year effect) increasing to $39 million in Fiscal 2003 when fully effective.  The total cost of the proposed tax reductions is $121million in Fiscal 2002. The total impact will increase in Fiscal 2003 as programs become fully effective. 


Impact on Expenditures: There would be minimal impact on expenditures from this legislation.


Source of Funds to Cover Estimated Costs:  Not Applicable.

Source of Information:  
New York City Council Finance Division 

New York City Office of Management & Budget 

New York City Department of Finance
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This is a new bill.





