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TITLE:
AN ACT to amend the tax law, in relation to providing a renter tax credit
 
BACKGROUND

This proposed legislation would amend the Tax Law to authorize the city of New York to provide a refundable tax credit of up to $300 for qualifying New York City renters against their City personal income tax. 
Two-thirds of New York City residents are renters.
 According to the 2005 Housing and Vacancy survey, the median monthly rent in the City increased nearly 32% from 1999 to 2005.
 As a result of this increase, almost one-third of all renter households in the City currently pay more than 50% of their income for gross rent despite the generally accepted recommendation that individuals should spend no more than 30% of their annual income on rent.
 

According to the latest U.S. census data, City renters earn, on average, 50% less than City homeowners.
  Despite this disparity, the City does not provide tax benefits to City residents who rent, whereas City homeowners are eligible for a number of tax benefits.
 These include the New York State’s School Tax Relief (STAR) property tax exemption, which provides, on average, $230 in State tax relief to homeowners, and the $400 property tax rebate.
 

Under current law, 12 states and the District of Columbia provide income tax incentives (either in the form of a tax exemption, credit, or deduction) to provide some parity between renters and homeowners.
 

PROPOSED LEGISLATION:
Specifically, Section 1 of this legislation amends Section 1310 of the Tax Law to enable the city of New York to create, by local law, a refundable tax credit of up to $300 for New York City resident renters against their personal income tax. 

In order to qualify for the credit, a taxpayer must meet the following: 1) pay rent for a New York City residence which is not an exempt property; 2) cannot be claimed as a dependent on someone else’s federal income tax return; 3) live in the City for the entire year and occupy his/ her residence for a minimum of 6 months; and 4) meet the following income qualifications.

Income Qualifications


Taxpayer’s income cannot exceed the income limits set forth in the legislation. These limits vary according to size of the household and number of dependents living in the household. The minimum income limit is $43,000 for a household with one adult and the maximum income limit is $75,000 for a household with two or more adults and three or more dependents. 

In addition, a taxpayer cannot claim more than one credit. If more than one member in the household qualifies for a credit, it must be shared among the taxpayers within the household. Lastly, the income limits are subject to annual inflators.  
FISCAL IMPLICATIONS:
See Council Finance Division fiscal impact statement.
EFFECTIVE DATE:

This legislation would take effect immediately and would apply to taxable years beginning on and after January 1, 2007. 

� 2005 New York City Housing and Vacancy Survey. This survey is produced by the U.S. Census bureau and is issued every three years. The 2005 survey is the most recent survey available.  


� Id.


� Id. 


� Id. According to the survey, during the same period (2001-2004) homeowners’ average median income was $65,000 and the median income of renter households was $32,000.


� But see, RPTL §§ 467-b, 467-c. Although renters are not eligible for the broad-based benefits available to homeowners such as STAR and the $400 rebate, certain low-income senior citizen renters and disabled persons are eligible for the Senior Citizen Rent Increase Exemption and Disabled Rent Increase Exemption. 


� Real Property Tax Law (“RPTL”) §§ 425, 467-e. Pursuant § 467-e of the RPTL, resident homeowners have qualified for a $400 property tax rebate regardless of income for the last three years. In addition, homeowners are eligible for a basic STAR exemption, regardless of income.       


� Russell, Faith, and Lori Hanson, Individual Income Tax Provisions in the States, Wisconsin Legislative Fiscal Bureau (January 2007). Currently, the following states provide tax incentives to renters: Arizona, California, Delaware, Hawaii, Indiana, Massachusetts, Michigan, Montana, New Jersey, Vermont, Virginia, and Wisconsin. 
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