REGULATORY | MPACT STATEMENT
DEPARTMENT OF TAXATI ON AND FI NANCE

1. Statutory authority: Tax Law, section 171, subdivision First,
general ly authorizes the Conm ssioner of Taxation and Finance to
promul gate regul ati ons; section 671(a)(1l) provides that the nethod of
determ ni ng the amounts of New York State personal inconme tax to be
withheld will be prescribed by regulations pronul gated by the
Comm ssi oner; section 697(a) provides the authority for the Conm ssi oner
to nmake such rules and regul ations that are necessary to enforce the
personal inconme tax; section 1304-B provides that the City of New York
may i npose an additional tax on city taxable incone; section 1309(not
subdi vi ded) provides that City of New York personal incone tax
wi t hhol di ng shall be withheld fromcity residents in the sane manner and
formas that required by New York State; section 1312(a) provides that
any personal inconme tax inposed on New York City residents by the City
of New York shall be adm nistered and coll ected by the Tax Commi ssi oner
in the same manner as the tax inposed by Article 22 of the Tax Law,
except where noted; Adm nistrative Code of the City of New York, section
11-1771(a) provides that the method of determ ning the anmount of City
tax withholding will be prescribed by tax regul ations pronul gated by the
Comm ssi oner; section 11-1797(a) provides for the Comm ssioner to nake
such rules and regul ati ons that are necessary to enforce the provisions
of the Adm nistrative Code of the City of New York; section 11-1909 (not

subdi vi ded) and section 11-1943 (not subdivided) provide that after
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January 1, 1976 the laws found in Parts V and VI of Article 22 of the
Tax Law, which contain sections 671 through 699 of the Tax Law and which
pertain to the withhol ding of tax and the procedural and adm nistrative
aspects of the state tax |aw, shall have the sane force and effect as if
they were incorporated into the Adm nistrative Code of the City of New
Yor k, except where noted.

2. Legislative objectives: New Appendi x 10-C of Title 20 NYCRR
contains the revised City of New York w thhol ding tabl es and ot her
met hods applicable to wages and ot her conpensation paid on and after
June 1, 2002. The amendnents reflect the City of New York’s deci sion
not to extend the reduction in the additional tax on city taxable incone
in effect for the 2001 tax year to the 2002 tax year. (The City of New
York has not enacted a local law to provide for this reduction for 2002,
as it is authorized to do under section 1304-B of the Tax Law.)
Therefore, the rates for the additional tax on city taxable income have
reverted to the maxi mum percentage allowed by the | aw and the
wi t hhol di ng tabl es and ot her nethods have been adjusted accordingly. The
rule also reflects the increase, to 4.00 percent, of the City of New
York tax rate to be applied to suppl enental wage paynents.

3. Needs and benefits: This rule sets forth City of New York
wi t hhol di ng tabl es and ot her nethods, applicable to wages and ot her
conpensation paid on and after June 1, 2002, reflecting the City of New

York’s decision to let the rates for the additional tax on city taxable
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income revert to the maxi mum al |l owed by | aw. This rule benefits
t axpayers by providing City of New York withholding rates that nore

accurately

reflect the current income tax rates. If this rule was not pronul gated,
the use of the existing wthholding tables would cause sone under
wi t hhol ding for sone taxpayers.

4. Costs: (a) Costs to regulated parties for the inplenmentation
and continuing conpliance with this rule: Since (i) the Tax Law and the
Adm ni strative Code of the City of New York already mandate wi thhol di ng
in amounts that are substantially equivalent to the amunts of City of
New Yor k personal incone tax on residents reasonably estimted to be due
for the taxable year, and (ii) this rule nerely confornms Appendi x 10-C
of Title 20 NYCRR to the rates of the City of New York personal incone
tax on residents, any conpliance costs to enployers associated with
i npl enmenting the revised wi thholding tables and ot her nmethods are due to
such statutes, and not to this rule.

(b) Costs to this agency, the State and | ocal governments for the
i mpl enentation and continuation of this rule: Since the need to revise
the City of New York personal income tax on residents w thhol ding tables
and other nethods arises due to the statutory change in the rates of
City of New York personal income tax on residents, there are no costs to

this agency or the State and | ocal governnments that are due to the



promul gation of this rule.

(c) Information and nmet hodol ogy: This analysis is based on a review
of the statutory requirenments and on di scussi ons anong personnel from
the Departnment’s Technical Services Bureau, O fice of Counsel, Division

of Tax

Policy Anal ysis, Managenment Services Bureau, Operations Support Bureau
and Bureau of Fiscal Managenent.

5. Local governnment mandates: Any | ocal governnents, as enployers,
mai ntai ning an office or transacting business within New York City, who
have a City of New York resident as an enployee, would be required to
i npl ement the new wi thhol ding tables and other nmethods in the sanme
manner and at the sanme tinme as any other enployer.

6. Paperwork: This rule will not require any new forms or
information. The reporting requirenments for enployers are not changed
by this rule. Enployers will be sent copies of the new tables and ot her
met hods as part of the enployer’s guide which is routinely revised.

7. Duplication: Since withholding for the City of New York is in
addition to federal and State requirements for withholding, this rule
does not duplicate any other requirenents.

8. Alternatives: Since section 11-1771(a) of the Adm nistrative
Code of the City of New York mandates that City of New York wi thhol di ng

t abl es and ot her nethods be pronul gated, there are no viable
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alternatives to providing such tables and other nethods. Therefore, the
only alternative to pronulgating this rule would be to allow the
existing tables to remain in effect. That alternative, however, would
require that enployers continue to withhold at rates that no | onger
reflect the personal inconme tax rates of the City of New York which wl
be in effect for the 2002 tax year.

9. Federal standards: This rule does not exceed any m ni num
st andards of the federal governnent for the sane or simlar subject
ar ea.

10. Conpliance schedul e: Affected enployers will be receiving the

required information in sufficient tinme to inplenent the revised City of
New Yor k wi t hhol di ng tables and ot her nethods for wages and ot her

conpensation paid on and after June 1, 2002.



