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	The Council of the City of New York

Finance Division

Michael Keogh, Director

Fiscal Impact Statement
 SLR NO:  S.5459-b
    Maltese 

                   A.8375-c    Cymbrowitz

Committee:
State and Federal Legislation



	Title:  An act to amend the tax law, in relation to increasing the earned income tax credit against the personal income tax of a city having a population of one million or more. 


	Sponsors:  Council Member Baez
  



	Summary of Legislation:  This bill would enable New York City to adopt legislation that would raise the City’s EITC to as much as 10 percent of the Federal credit, starting in tax year 2007. Under current law New Yorkers can receive a refundable credit on their City personal income taxes equal to 5 percent of the Federal credit.  



	Two year ago, at the New York City Council’s initiative, the State enacted legislation authorizing the City to enact an Earned Income Tax Credit (EITC), to supplement the income of low-wage households.   As a result, low-income working New Yorkers can receive a refundable credit on their City personal income taxes equal to 5 percent of the Federal credit.  The earned income tax credit, now available on the Federal, State and City levels, constitutes a significant anti-poverty program, and is especially helpful to families making the transition from welfare to work. It is a tax credit that lifts many working families above the poverty level.

Last year 725,000 families in New York City claimed the credit.  Under the current law a household can receive a refundable credit of between $21 and $227 from the City, depending on marital status, the amount of income earned, and the number of children in the household.    If this legislation is adopted, and the City adopts the proposed changes, benefits would range from $42 to $454.  

The tax credit accrues to households earning under $38,348.  Over 75 percent of the credit goes to working households with incomes under $20,000. Under the provisions of this bill, City residents could receive up to $6,350 from the combined City, State and Federal Earned Income Tax Credits.
Effective Date:  January 1, 2007.


	Fiscal Year In Which Full Fiscal Impact Anticipated: Fiscal 2008



	Fiscal Impact Statement:
Effective FY08

FY Succeeding

Effective FY09

Full Fiscal

Impact FY08

Revenues (+)

($67,000,000)

($72,000,000)

($67,000,000)

Expenditures (-)

($0)

($0)

($0) 

Net

($67,000,000)

($72,000,000)

($67,000,000)



	Impact on Revenues /Expenditures:  If the Council enacted the changes to the EITC authorized by this bill, it would cost $67 million in Fiscal 2008 and $72 million in Fiscal 2008.



	

	Source of Funds To Cover Estimated Costs:
General Fund 

	Source of Information:
New York City Council, Finance Division.

                                                     

	Estimate Prepared By:  Raymond Majewski, Chief Economist/Special Advisor

                                              Pablo Zangerle, Deputy Director

                                              New York City Council, Finance Division.

                                               

	FIS History:  

	Date Submitted to Council: June 20, 2006
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