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T H E  C O U N C I L

REPORT OF THE LEGAL AND GOVERNMENTAL AFFAIRS DIVISION

RICHARD M. WEINBERG, DIRECTOR AND GENERAL COUNSEL

COMMITTEE ON FINANCE
PRECONSIDERED INT.  NO.  :
By the Speaker (Council Member Vallone) and Council Member Berman (in conjunction with the Mayor)

TITLE:
A local law to amend the administrative code of the city of New York, in relation to the additional tax on the city personal income tax.

ADMINISTRATIVE CODE:

Amends section 11-1704.1

BACKGROUND:
Section 1304-B of the state tax law has authorized the City of New York to levy an additional tax, calculated at a rate of fourteen percent of the tax on personal income, since 1991.  This authorization for such additional tax or surcharge is due to sunset at the end of the 2001 taxable year.  Pursuant to the authority granted by the state, the Council adopted an additional tax on the personal income tax in 1991 at the uniform rate of 14% (Administrative Code §11-1704.1).   

On July 24, 2000 the Governor signed legislation amending §1304-B to allow the City to amend its local laws imposing this surcharge for taxable years after 1999 but before 2002 to set the surcharge at a rate lower than the current 14% rate and to vary the rates of the surcharge.  This state law authorization to lower the rate of the surcharge was the subject of a Home Rule Request adopted by the Council in June of this year.  The state legislation signed by the Governor on July 24, 2000 provided that any local law adopted by New York City to reduce its additional tax on the personal income tax would have to be enacted by July 31, 2000 in order to be effective for the 2000 tax year.  Requirements for notice prior to enactment of local laws and provisions for the calling of special meetings of the City Council contained in the state Municipal Home Rule Law and City Charter prevented the Council from adopting a local law which could have reduced the additional tax for the 2000 tax year.

The Preconsidered legislation would reduce the additional tax for the 2001 taxable year. 

PRECONSIDERED INT NO.:



The Preconsidered Int. sets forth the additional tax on the personal income tax to be paid by each category of tax filer: (1) married individuals filing jointly and surviving spouses; (2) head of household; and (3) unmarried individuals or married individuals filing separately (and trusts and estates).  While under current law, every tax-filer pays an additional tax equal to fourteen percent of their personal income tax, under the preconsidered proposal, filers in all but the top brackets will pay an additional tax of seven percent – i.e. half of what they pay at the current rate.  Those filers in the top bracket will pay the additional tax at the lower seven percent rate for the amount of city taxable income at or below the threshold for the top bracket, and at the current fourteen percent rate on the tax for the amount of income in excess of the threshold for the top bracket.


To illustrate this, currently, a married couple with a $100,000 household income filing a joint return has an income that exceeds the threshold for the top bracket for married couples filing jointly by $10,000 (i.e. the threshold is $90,000).  They pay a City personal income tax of $3014.  They also pay an additional tax of 14% of their personal income tax or $422.  Under the proposed legislation, their additional tax will be 7% of the personal income tax calculated on their first $90,000 of City taxable income plus 14% of the tax on the last $10,000 of income for a total additional tax of $233.  Thus, their tax bill will be reduced by $189.     

The legislation would take effect January 1, 2001 and applies to the 2001 taxable 

year.




