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	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 884 of the laws of 1975 and chapter 882 of the laws of 1977, 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


1. INTRODUCTION
[bookmark: _GoBack]On June 8, 2023, the Committee on State and Federal Legislation, chaired by Council Member Shaun Abreu, will hold a vote on M 159, a communication from the Mayor requesting the New York State Legislature to pass bills introduced by Senator Sepúlveda, S.7386, and Assembly Member Braunstein, A.7667, “AN ACT to amend the tax law, the administrative code of the city of New York, chapter 877 of the laws of 1975, chapter 884 of the laws of 1975 and chapter 882 of the laws of 1977, 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.”
I. BACKGROUND
	This legislation would extend certain existing and key aspects of the City’s Personal Income, General Corporation, and Sales Tax codes.
	Personal Income Tax
	The City’s Personal Income Tax (“PIT”) includes a base tax with rates between 2.7 percent and 3.4 percent, as well as an additional tax surcharge (“surcharge”) of 14 percent. Combined, the City PIT imposes a tax rate ranging from 3.08 percent to 3.88 percent on the incomes of residents. Under the current tax law, the PIT base tax rate and the surcharge will expire by December 31, 2023. This bill would extend the current PIT base rate and the surcharge by an extra three years, allowing the City to continue to impose the existing rates through December 31, 2026. 
	General Corporation Tax
	The City’s General Corporation Tax (“GCT”), paid by S Corporations that do business in the City, is calculated using four different tax bases—entire net income, net income plus compensation, capital and fixed minimum tax—and is imposed on whichever yields the highest amount. The current GCT rates attached to the four tax bases are 8.85 percent of entire net income, 8.85 percent of 15 percent of the total salaries and compensation paid, 0.15 percent of business and investment capital allocated to the City, and a fixed minimum amount that ranges from $25 to $5,000. However, close to 94 percent of the tax is paid by businesses using the entire net income base. Under current tax law, the existing GCT rates will sunset by the end of 2023. If allowed to sunset, the GCT rates would fall to 6.7 percent of entire net income, 6.7 percent of 30 percent of net income plus salaries and compensation paid, 0.1 percent of business and investment capital and a fixed minimum tax of $25. This bill would extend the current GCT rates through December 31, 2026.
	Sales Tax on Credit Rating and Credit Reporting Services
	Credit rating and credit reporting services are subject to the 4.5 percent New York City’s sales tax. The tax on these services is scheduled to expire November 30, 2023. This bill would extend the current rates through November 30, 2026.
	Sales Tax on Beauty and Barbering Services
	New York City imposes a sale tax of 4.5 percent on the receipts from beauty, barbering, hair restoring, manicuring, pedicuring, electrolysis, massage and similar services and on every sale of services by weight control salons, health salons, gymnasiums, Turkish and Sauna baths and similar establishments. This bill would extend the current rates through November 30, 2026.
II. PROPOSED LEGISLATION
	Section one and 10 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 New York City's ("City") 4.5 percent sales tax on credit rating and credit reporting services. The tax is set to expire on November 30, 2023. The Tax Law amendment authorizes the City to impose the tax for an additional three years (until November 30, 2026). The Administrative Code amendment imposes the tax for an additional three years (until November 30, 2026).
	Section two of the bill amends Tax Law section 1301(a)(1), relating to the tax on the personal income of residents of the City. The amendment of Tax Law section 1301(a)(1) authorizes the City to extend the existing rates of the PIT (the rates set forth in Tax Law section 1304(a)(1)(A), (a)(2)(A) and (a)(3)(A)) for an additional three years (for taxable years beginning before 2027) and delays the implementation of lower PIT rates (the rates set forth in Tax Law section 1304(b)) for three years (until taxable years beginning after 2027). 
	Section six of the bill makes a conforming change to the opening paragraph of Administrative Code section 11-1701, which relates to the tax on the personal income of residents of the City. The amendment extends the existing PIT rates (the rates set forth in section 11-1701(a)) for an additional three years (for taxable years beginning before 2027) and delays the implementation of lower PIT rates (the rates set forth in section 11-1701(b)) for three years (until taxable years beginning after 2026).
	Sections three and seven of the bill amend Tax Law section 1304(b) and Administrative Code section 11-1701(b), relating to the tax on the personal income of residents of the City. They make conforming changes to the lower PIT rates, delaying their implementation for three years (until taxable years beginning after 2026). 
	Sections four and eight of the bill amend Tax Law section 1304-B(a) and Administrative Code section 111704.1(a)(1), relating to the additional tax on City taxable income. The Tax Law amendment authorizes the City to impose the additional tax for an additional three years at the rate of 14 percent (for taxable years beginning before 2027) and extends the authority of the City to reduce the additional tax for taxable years beginning before 2027. The Administrative Code amendment imposes the additional tax for an additional three years at the rate of 14 percent (for taxable years beginning before 2027).
	Sections five, 12 and 13 of the bill amend section 11-604(1)(E) of the Administrative Code, Chapter 884 of the Laws of 1975 and Chapter 882 of the Laws of 1977, relating to the City GCT. The current tax rate is the greater of 8.85 percent on income, 1.5 mills on business and investment capital, 8.85 percent of 15 percent of income plus the amount of salaries and other compensation paid to any person who at any time during the taxable year owned more than five percent of the taxpayer's capital stock or a minimum tax based on the amount of New York city receipts. There is also a 0.75 mill tax on subsidiary capital. (On January 1, 2024, the rates are scheduled to drop to 6.7 percent, one mill, 6.7 percent on 30 percent of income plus salaries and other compensation paid to any person who owned more than five percent of the taxpayer's capital stock, and $25, respectively, and .5 mil on subsidiary capital.) The amendments will continue the current rates until December 31, 2026.
	Section nine of the bill amends Administrative Code section 11-2002(a), relating to the 4.5 percent sales tax on beauty and barbering services and other services. The amendment imposes the tax for an additional three years (until November 30, 2026). (Tax Law section 1212-A(a)(2) authorizes the City to impose a sales tax on beauty and barbering services.)
	Section 11 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 10 cigarettes, but is set to decline to between two and four cents for each 10 cigarettes, depending on tar and nicotine content, as of January 1, 2024. The amendment extends the existing rate of tax for an additional three years (until December 31, 2026).
	Section 14 of the bill is the effective date.
III. FISCAL IMPLICATIONS
	See Council Finance Division fiscal impact statement.
IV. EFFECTIVE DATE
	This bill takes effect immediately.
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