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TITLE: 

Resolution calling upon the New York State Legislature to amend the New York Tax Law to give the City of New York the authority to replace its portion of the sales tax on motor fuel and diesel fuel with an excise tax, setting a flat/fixed cents per gallon tax rate.
           Today, the Committee on Finance, chaired by Council Member David Weprin, will hold a hearing on a Preconsidered Resolution which calls upon the New York State Legislature to amend the New York Tax Law (the “Tax Law”) to give New York City the authority to replace its portion of the sales tax on motor fuel and diesel fuel with an excise tax. 

          Under current law, New York State and the federal government impose excise taxes on the sale, use, distribution or manufacture of gasoline and diesel fuel. These taxes are fixed amounts levied on a gallon of gasoline or diesel. In addition to such taxes, both the City and State impose a sales tax on the sale of such fuels.   The sales tax, unlike the excise tax, is computed on the selling price of a gallon of gasoline or diesel fuel. As a result, in recent months when oil and gasoline prices have risen sharply, consumers in the City have been forced to pay more for both the actual cost of gasoline and the sales tax associated with such cost. This resolution has been introduced, according to its sponsor, to provide some relief to consumers in the City by substituting the current sales tax on gasoline with an excise tax. The excise tax, unlike the current sales tax, would be a flat/fixed cents per gallon rate.       


BACKGROUND

The Rising Cost of Motor Fuel and Diesel Fuel


The devastation of Hurricane Katrina, coupled with recent volatility in the crude oil market and shutdown of a number of US refineries, has left gasoline, crude oil and heating oil prices at an almost all time high.
 In the immediate aftermath of Hurricane Katrina, crude oil prices on the New York Mercantile Exchange hit a record-breaking level of $70.85 per barrel.
 


The effects of these near-record prices have trickled down into parts of the consumer market. This is particularly noticeable in New York, the state which leads the country with highest local/state gasoline taxes.
 Affected consumers in New York paid a state-wide average of $3.37 during the first week of September 2005. Compared to the same period a year earlier, gas prices in New York are 70% higher and consumers have been forced to pay an additional $1.30 per gallon of gasoline.


High gasoline prices have been squeezing household budgets of low-income families requiring them to spend as much as 6% of their budget on energy costs, which includes gasoline.
 This reflects an increase of almost 2% in just the last 3 years. Except for housing costs, low- and middle-income households spend more of their earnings on transportation than anything else.
 With the rising price of gasoline, lower income families are hit the hardest since they are least able to adapt, yet, are in most need of reliable, affordable transportation. 

New York State/Federal Taxes on Motor and Diesel Fuel


Under current law, the State of New York and federal government impose the following taxes on the distribution, manufacture, sale or use of diesel motor fuel and motor fuel in New York:

●   Federal Excise Tax: Internal Revenue Code § 4081 imposes an 18.4 cents per gallon excise tax on gasoline and 24.4 cents per gallon excise tax on diesel fuel; 

●   Tax on Gasoline and Similar Motor Fuel: Pursuant to the Tax Law  §§ 284-284-c; 282-282-c, the State imposes an excise tax of $.08 per gallon upon motor fuel which is produced, refined, or manufactured by a distributor in the State;

●  Petroleum Testing Fee: Pursuant to Tax Law § 284-d, the State imposes a regulatory fee at the rate of of ½ of 1 mill per gallon upon motor fuel imported, manufactured or sold within this state by a distributor; 
●  Petroleum Business Tax: New York State imposes a business tax of $.152 per gallon of gasoline and $.1345 per gallon for diesel; and 

● Spill Tax: New York State also collects a spill tax equal to 0.3 cents per gallon on gasoline and diesel.

Local and State Sales Taxes on Sale of Gasoline and Diesel Fuel in New York City


In addition to such state and federal excise taxes, there is a 4% state, 4% local and 0.375% Metropolitan Commuter Transportation District (“MCTD”) sales tax imposed on the sale of gasoline and diesel in New York City. In contrast to the federal and state excise taxes that are fixed/flat amounts levied on a gallon of gasoline or diesel, the sales tax is calculated as a percentage of the selling price, computed at a current rate of 8.375% per gallon. If the selling price of a gallon of gasoline or diesel increases, so does the corresponding sales tax. 
PRECONSIDERED RES. NO. 

This Preconsidered Reso. calls upon the New York State Legislature to amend the New York Tax Law to allow the City of New York to replace its 4% sales tax, imposed on the selling price of gasoline, with an excise tax that would be set a flat/fixed rate per gallon. This new legislation would provide some immediate relief to many New Yorkers, especially those low-income families who are unable to absorb the high price of gasoline, by reforming the current sales tax from a percentage rate, based off of the selling price of fuel that increases with the cost of gasoline, to a fixed/ flat rate. If enacted, a fixed/flat rate would not fluctuate with the price of gasoline so that if the price continues to climb, the cost of the tax would not. 
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