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By:  Mayor

S. 5565
By: Goodman 

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 tax 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 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.    

BACKGROUND:
This legislation would (1) authorize any city having a population of one million or more to adopt local legislation providing for certain exemptions to the mortgage recording tax for certain “first time homebuyers”; (2) authorize any such city to adopt local legislation providing an earned income tax credit, and a child care credit against the City’s personal income tax; (3) eliminate the state sales tax on items of clothing and footwear costing at least $110 dollars and authorizing the City to elect to do the same with respect to the local portion of the sales tax; (4)  authorize such city to adopt local legislation providing a real property tax abatement for certain energy efficient homes and buildings; (4) provide an extension of the coop/condo real property tax abatement and authorize cities with over one million people to adopt a local law deepening such abatement; and (5) amend the City Administrative Code provisions relating to the hotel tax to provide a “bed and breakfast” exemption from the tax for hotels with fewer than ten rooms, and authorize cities with over one million residents to adopt local laws lowering or eliminating the flat tax on hotel rooms.

Specifically, the legislation provides that New York City could, by local law, provide an exemption from the mortgage recording tax for first time homebuyers for up to $150,000 of any mortgage securing real property, where the principal obligation secured by the mortgage does not exceed $300,000.  The property secured by the mortgage must be bought and owned by the purchaser as his or her “principal residence” both at the time of purchase and for two years thereafter.  Any local law granting the mortgage recording tax exemption could only apply to mortgages recorded on or after December 1, 2001.

With regard to the personal income tax credits, the legislation would allow New York City, by local law, to adopt an earned income tax credit, which could not exceed 5% of the federal earned income tax credit.  Similarly, the act would allow the City to adopt a local law providing for a credit of up to 40% of the credit for household and dependent care services which the state tax law allows for 2001 and 2002, and a credit of up to 32% of the state credit for taxable years after 2002. These credits could only be enacted for taxable years beginning with the year 2001.

The proposed legislation would amend the State sales tax provisions to exempt clothing and footwear items of $110 dollars or more from the state portion of the sales tax.  In addition, the legislation would allow cities with populations one million or more to elect to exempt such items from the local portion of the sales tax by adopting a resolution, which could not take effect earlier than March 1, 2002.

In the area of real property taxes, the proposed legislation would extend the current partial abatement of real property taxes for cooperative apartments and condominiums for fiscal years 2002, 2003 and 2004.  Those abatements are 25% for units with assessed valuations of $15,000 or less, and 17.5% for units with assessed valuations greater than $15,000.  In addition, the legislation would allow the City to adopt local legislation to deepen the 25% abatement to 40%, and to deepen the 17.5% abatement to 20%, beginning in fiscal year 2002.

The proposed legislation also authorizes the City to adopt a local law providing a real property tax abatement for “eligible buildings” meeting one or more enumerated energy-efficient building standards.  To be an eligible building, a building must be classified as class one (one to three family), class two (larger residential) or class four (commercial)  and must have less than twenty thousand square feet of interior space.  The abatement would be one percent per year of costs which qualify for a period of five years provided those costs are incurred between July 1, 2002 and June 30, 2005.

Lastly, the act would allow the City to, by local law, lower or repeal the flat, per-day tax on hotel rooms.  According to the Memorandum in support, the current tax amounts to $2 per day on hotel rooms costing at least $40.  Any local law effectuating this a lowering or repeal of this tax could not apply to any hotel tax imposed before December 1, 2001.  The proposed legislation would also amend the City’s Administrative Code provisions relating to the hotel tax to eliminate both the flat tax and the 6% tax on rooms in hotels or other lodging accommodations where the operator owns accommodations with fewer than ten rooms throughout the City.    

FISCAL IMPLICATIONS:
See Council Finance Division fiscal impact statement.

EFFECTIVE DATE:

This legislation shall take effect immediately.

