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The Council of the City of New York

Finance Division

Larian Angelo, Director

Fiscal Impact Statement
SLR No: Pre-considered Mayor’s Message: S.5617 &  A.8780

Committee:
State and Federal Legislation


Title:
An Act to amend the tax law, the administrative code of the City of New York, chapter 877 of the laws of 1975, chapter 880 of the laws of 1975, chapter 884 of the laws of 1975 and chapter 882 of the laws of 1977, all relating to the imposition of certain taxes   in the City of New York, in relation to postponing the expiration of certain tax rates and taxes in the City of New York




Sponsor:
Mayor’s Message

Summary of provisions: Sections 1 and 17 of the bill amend section 1212-A(a)(3) of the Tax Law and section 11-2040(a) of the New York City Administrative Code (“Administrative Code”), relating to the City’s 4 percent sales tax on credit rating and credit reporting services. The tax is set to expire on December 31, 2005.The amendments will permit the tax to continue in effect at its current rate until December 31, 2008. 
Sections 2 and 4 through 7 extend the City’s Personal Income Tax at the rates that were in effect in 2001-2.   This allows the two top tax brackets to sunset as scheduled on January 1, 2006, but keeps other rates the same.  The new rates will remain in effect from 2006-2008 and sunset at end of 2008.   If the legislature fails to act on these bills, current law allows the City’s personal income tax to continue but at a much lower rate in 2006.  This legislation contains a similar provision that allows the tax to continue at this same much lower rate in 2009 should the legislature fail to act when the tax once again come up for renewal.

Section 3 of the bill extends the minimum personal income tax.  The currently authorized rate of the minimum income tax is 2.85 percent but that rate is scheduled to fall to 2.5 percent beginning in 2006.  This amendment continues the current rate until the end of 2008.

Section 18 of the bill amends Chapter 877 of the laws of 1975, relating to the New York City cigarette tax. The current cigarette tax rate is 75 cents for each ten cigarettes, but is set to decline to 2 cents for each ten cigarettes on January 1, 2006. The amendment continues the current rate until the end of 2008. 

Section 19 of the bill amends Chapter 880 of the Laws of 1975, relating to a 4 percent City sales tax on certain personal services such as beauty, barbering, manicuring and health salon services. The tax is due to expire at the end of 2005; the amendment will postpone the expiration date until the end of 2008. 

Sections 9, 20 and 21 extend the current General Corporation Tax rates. The current tax rates are 8.85 percent on income, 1.5 mills on business and investment capital, 0.75 million on subsidiary capital and a $300 minimum tax.   On January 1, 2006 the rates are scheduled to drop to 6.7 percent, 1 mill, 0.5 mill and $25 respectively.  The amendments here will continue the current rates until December 31, 2008.

Effective Date: Pending passage of the above resolution, this act will become effective immediately.

Fiscal Year In Which  Fiscal Impact Anticipated: This legislation will not have any fiscal impact on City revenues. 
Fiscal Impact Statement:
	
	Effective FY06
	Impact in FY07

	Revenues (+)
	-0-
	-0-

	Expenditures (-)
	-0-
	-0-

	Net
	-0-
	-0-


Impact on Revenues: There will not be revenue impact from this legislation.  However, failure to extend the current tax rates will result in the following estimated revenue losses: For the sales tax on credit rating and credit reporting services, $300,000 in Fiscal 2006 and $500,000 in Fiscal 2007;  for the cigarette tax, $59 million in Fiscal 2006 and $116 in Fiscal 2007; for the Personal income tax, $1.307 billion in Fiscal 2006 and $3.421 billion in Fiscal 2007;  for the sales tax on beauty, barbering, manicuring and health salon services, $21 million in Fiscal 2006 and $44 million in Fiscal 2007; and for the General Corporation Tax, $169 million in Fiscal 2006 and $466 million in Fiscal 2007.   

Impact on Expenditures:  There is no impact on expenditures.

Source of Funds To Cover Estimated Costs:
 Not Applicable

Source of Information:

                        New York City Council, Finance Division

Estimate Prepared By:                             
           Patrick Joyce, Revenue Analyst







           John Sarich, Supervising Analyst







           Raymond Majewski, Chief Economist/Special Advisor

                                                                                                  Pablo Zangerle, Deputy Director

                                                                                   City Council Finance Division
Date Submitted to Council:             
          June 20, 2005.
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