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INTRODUCTION

The twenty-second annuédw York Sate Tax Expenditure Report has been prepared
by the Department of Taxation and Finance and flision of the Budget and is submitted
in accordance with the provisions of Section 18thefExecutive Law. The Executive Law
defines tax expenditures as “features of the Taw ltaat by exemption, exclusion,
deduction, allowance, credit, preferential tax releferral, or other statutory device, reduce
the amount of taxpayers’ liabilities to the Stayepboviding either economic incentives or
tax relief to particular classes of persons ortesti to achieve a public purpose.”

As required by statute, the Report includes:
e An enumeration of the tax expenditures (Sectionaghociated with the:

= Personal Income Tax (Article 22 of the Tax Law)

= Corporate Franchise Tax (Article 9-A of the Tax Daw

= Bank Tax (Article 32 of the Tax Law)

= Insurance Tax (Article 33 of the Tax Law)

= Corporation and Utility Taxes (Article 9 of the Taaw, excluding the
organization tax imposed under Section 180 of Agrtgcof the Tax Law, which
the Department of State administers)

= Sales and Compensating Use Tax (Article 28 of tve Jaw)

= Petroleum Business Tax (Article 13-A of the Tax law

» Real Estate Transfer Tax (Article 31 of the Tax law

e The provisions of law authorizing the tax expendig, their effective dates, and
where applicable, the date that such tax experaditexpire or are reduced (Section
VI);

e Estimates (if reliable data are available) of thsts of the tax expenditures for the
current taxable or calendar year and the five gliageyears(Section VI);

e An analysis of tax expenditure proposals includedhe Governor's 2013-14
Executive Budget (Section VIII); and

e Cautionary or advisory notes regarding the usénefReport and data limitations
(Section 11).

As provided in prior years, the report also inélsidhformation that summarizes:

e Federal tax expenditures that “flow through” to Néark and impact the Personal
Income, Corporate Franchise, Bank and InsurancessI@ection X);

e Tax expenditures that appear in more than one lArieé the Tax Law, i.e.,
“Cross-Article Tax Expenditures” (Section VII); and

! Section 181 of the Executive Law provides that amprmation relating to tax expenditures furnishieg the
Commissioner of Taxation and Finance be furnisheattordance with the secrecy provisions of the Jean.
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INTRODUCTION

e State legislation enacted in recent years thatdsasted in the addition, deletion, or
modification of various tax expenditure provisiq8ection V).

The report also includes the following additiomdbrmation:

e An illustration of the impact of tax expenditurastax liability under the Personal
Income Tax (Section llI);

e A summary of tax expenditures by general policyadfection 1V);

e An expanded distributional breakdown of select itseksociated with the Personal
Income Tax and Corporate Franchise Tax (Sectionanil

e A glossary of terms used in this report (Sectioh 1X



USE OF THIS REPORT AND
DATA LIMITATIONS

As defined by the Executive Lawwtax expenditures in this report are defined as
“features of the Tax Law that by exemption, exauasideduction, allowance, credit,
preferential tax rate, deferral, or other statutdeyice, reduce the amount of taxpayers’
liabilities to the State by providing either ecoriormcentives or tax relief to particular
classes of persons or entities, to achieve a ppbtigose.” This definition is less subjective
than an approach that defines tax expendituresrslydefining a normal tax structure
because it avoids judgments about what constitatsnal.”

This report does not purport to offer an offidiat of tax expenditures. Rather, it
describes as many tax expenditures as possiblpranidies revenue estimates for as many
provisions as can be isolated and measured. Wdqgpkcable data is available, tax
expenditure estimates generally cover five histdyears. Forecasted estimates project the
cost of a tax expenditure as reflected in the Taw Bs it was in effect on January 1, 2013.
The forecasted estimates do not reflect changgsopeal in the Executive Budget. A
description of the Executive Budget Tax Expendiforeposals is included in a separate
section of this report. As a result of new or ioy@d information, the estimates may differ
from those published in previous reports. Thenestes in the report do not reflect the
impact of the Metropolitan Transportation AuthoriffTA) surcharge, imposed on
businesses operating in the Metropolitan Transport&Commuter District (MCTD).

The “cost of a tax expenditufepr the tax expenditure revenue estimate, is the
amount by which a tax expenditure reduces taxpalyadity to the State for a taxable year
or on a calendar year basis if a taxable year hagsi®t appropriate. The reduction in
taxpayer liability is the difference between tabiiity under the current Tax Law and tax
liability if the particular expenditure did not exi In the case of certain tax credits, the cost
also includes amounts refunded by taxpayers. im@rtant to acknowledge that each tax
expenditure estimate is measured separately aegemdiently of other tax provisions (i.e.,
other taxes are held constant) and no changegpayar behavior are assumed. Thus, the
tax expenditure estimates provided in this repmtreot equivalent to the impact on the
State’s Financial Plan if the expenditure were adgx or modified. In addition, since the
expenditure estimates are measured separately raebdandently, individual tax
expenditures cannot be summed.

The following table lists the taxes included irstteport and the years for which tax
expenditure estimates are provided.

Historical Forecast
Personal Income Tax 2006, 2007, 2008, 2009, 2010 2013
Corporate Franchise Tax* 2005, 2006, 2007, 2008, 2009 2013
Bank Tax* 2005, 2006, 2007, 2008, 2009 2013
Insurance Tax* 2005, 2006, 2007, 2008, 2009 2013
Corporation and Utilities 2005, 2006, 2007, 2008, 2009 2013
Sales and Use Tax 2006, 2007, 2008, 2009, 2010 2013
Petroleum Business Tax 2007, 2008, 2009, 2010, 2011 2013
Real Estate Transfer Tax 2007-08, 2008-09, 2009-10, 2010-2011 2013-14

*Tax year is year with liability period beginning in the respective calendar year.

2 Section 181(a).
3 Section 181(b).
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Federal Exclusions

The personal income (Article 22), corporate fraseh(Article 9-A), bank
(Article 32), and insurance (Article 33) taxes altdbased, to some extent, on the Federal tax
structure. There are provisions in Federal lawitbduce the base subject to New York tax
because the exclusion flows through to New York |&ar example, employer contributions
for medical insurance and care are excluded frodefa adjusted gross income. This
exclusion flows through to New York which uses Featladjusted gross income as a starting
point for determining New York income. In mostesdNew York policymakers have opted
to conform to the Federal base for these taxesfd@mity eases administration of the Tax
Law while at the same time promoting taxpayer coamge. These items do not constitute
tax expenditures in the same sense as provisioasfisplly designed by New York
policymakers to promote economic development @rovide specific tax relief. To focus
attention on New York source tax expenditures, Fadexclusions are listed in the
Appendix which provides estimates of the revenuedone by conformity to these
provisions.

Reliability of the Estimates

Estimates of the cost of tax expenditures haverdint levels of reliability based on
the accuracy of both the data and the estimatiooguiure. For all of the taxes, with the
exception of the Sales and Compensating Use TaRyd¢ipartment of Taxation and Finance
assigns the highest category of reliability, Lel/elo estimates based on information from
actual tax returns that were verified for accuraltyassigns Level 2 to estimates based on
data files containing unverified or incomplete mmh@tion from actual tax returns. Neither of
these return data sources is augmented with anidihnation. In Level 3 estimates, average
marginal tax rates are applied to aggregate ddtes sometimes includes Federal tax return
data from the Internal Revenue Servicgatistics of Income. Level 4 estimates are based
on national tax expenditure estimates made by #uefal Joint Committee on Taxation
(JCT) or the Office of Management and Budget (OMBare estimates derived from non-
tax data sources.

Estimates for most of the Sales Tax expendituresdarived from non-tax data
sources. Therefore, a somewhat different religtsicheme is employed with all estimates
given the fourth level of reliability. Within thi®urth level, the report further categorizes
estimates based on the accuracy and suitabilttyeadata sources. Category A estimates use
both New York State and industry-specific data.teGary B estimates use New York-
specific data from industry sources, or nation#& dierived from direct industry information
such as industry associations. Category C estansate data other than state or industry-
specific data.

The last level of estimates, Level 5, includesthiwems for which no reliable data
source currently exists.

In some cases the reliability of estimates camgbdrom year to year. This is
especially the case for base year and forecasha&sts versus historical estimates. For
example, provisions previously estimated with aithss reliable tax return data or Federal

4



USE OF THIS REPORT AND DATA LIMITATIONS

tax information might become Level 1 (highest iiality) if added directly to tax returns and
verified for accuracy. This could cause currend @nojected estimates to differ from
historical estimates.

Regardless of data source, the reliability ofneates for the budget year is of
distinctly lower quality than that of the historicaumbers. The hazards of forecasting
generally are exacerbated when point estimatdseofdlue of particular provisions of law
are involved. Changes in taxpayer behavior, bgsineganization, and other factors as well
as “updating” methodologies can all have profounmglications for the estimates of
particular provisions in the budget year.
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AN ILLUSTRATION OF THE IMPACT
OF TAX EXPENDITURES ON
PERSONAL INCOME TAX LIABILITY

The following flow chart (Figure 1) provides alugtration of how tax expenditures
impact the computation of tax liability under ther§onal Income Tax. The)(reflects
components of income that are included in computag liability and [ reflects tax
expenditures that, if applicable to a taxpayerucedheir tax liability.

New York is one of approximately 28 states tha&t lesderal adjusted gross income
(FAGI) as the starting point in calculating the@rgonal income taxes. New York is one of
15 states that automatically conform to chang&A@1. The additional 13 states conform
to FAGI as of a certain point in time.



IMPACT ON PERSONAL INCOME TAX LIABILITY

Figure 1: Calculation of New York Personal Income Tax Liability

Tax Year 2013

Federal Gross Income

Wages, salaries, bonuses, and tips

Annuities, pensions, and taxable IRA distributions

Dividends received

Taxable interest received

Net business income

Net gain on sales or exchanges

Certain taxable fringe benefits

Net rent, royalty, partnership, or S-corporation income

Prizes

Net farm income

Taxable Social Security

Unemployment compensation

Alimony received

Other income

minus

Adjustments to Gross Income

Self-employed retirement plan contributions

Alimony paid

Income earned abroad

Contributions to individual retirement accounts

Interest forfeited upon premature withdrawals

Employment-related moving expenses

Other Federal exclusions

Other adjustments

equals

Federal Adjusted Gross Income

minus

Negative Modifications

Pension/Annuity exclusion

Social Security and Tier 1 Railroad Retirement exclusion

Interest on U.S. obligations

State and Federal pensions

Disability income exclusion

Exclusion of certain dividends

Accelerated death benefits

Contributions to NYS college choice tuition savings program

Deferral of gain from sale on qualified emerging technology
investments

Payments to victims of Nazi persecution

Militia compensation

Exclusion for living human organ donors

Exclusion of compensation for active service in a combat
zone

O O [Oool o |joo|oooio|oio

Other subtractions

plus

Positive Modifications

Interest on state and local bonds from other states

Public employee retirement contributions

Unqualified withdrawals from college choice savings
accounts

Other additions

equals

New York Adjusted Gross Income

minus

Deductions

Standard deduction or

Itemized deductions

minus

Exemptions

Dependent exemptions




IMPACT ON PERSONAL INCOME TAX LIABILITY

equals

New York Taxable Income

Multiplied by tax rate schedule

yields

New York Tax Liability Before Credits

minus

Credits

Household credit

Earned income credit

Child and dependent care credit

Real property tax credit

Farmer’s school property tax credit

Investment credit

Investment credit for financial securities industry

Accumulation distribution credit

Empire zone and zone equivalent areas tax credits

Qualified empire zone credits

Solar energy system equipment credit

Credit for employment of persons with disabilities

Qualified emerging technology company credits

College tuition credit

Credit for the purchase of an automated external
defibrillator

Green building credit

Low income housing credit

Long-term care insurance credit

Empire state film and commercial production credits

Brownfields tax credits

Nursing home assessment tax credit

Special additional mortgage recording tax credit

Security training tax credit

Empire state child credit

Enhanced state earned income tax credit for certain non-
custodial parents

Volunteer firefighters and ambulance workers credit

Biofuel production credit

Land conservation easement credit

Rehabilitation of historic properties credit

Historic homeownership rehabilitation credit

Clean heating fuel credit

Excelsior jobs program (EJP) tax credits

Economic transformation and facility redevelopment
program tax credit

Youth works tax credit

Empire state jobs retention program credit

Credit for companies who provide transportation to
individuals with disabilities

Beer Production Credit

Ol O ool o (oojojojgo|joiol o |jgooiojojog|jogiol o |oojojojg|jogoioiojoo|olg|o

Resident credit

equals

New York Tax Liability After Credits

0 Tax expenditure




IMPACT ON PERSONAL INCOME TAX LIABILITY

10



SUMMARY OF TAX EXPENDITURES

The Joint Committee on Taxation (JCT) of the WC8ngress publishes an annual
report on Federal Tax ExpenditureQne feature of this report is that tax expenddiare
presented by Federal budgetary outlay categori&3T classifies Federal tax expenditures
into 12 different outlay categories. This clagsifion allows policymakers to consider tax
expenditures in the same policy context as dinggérditures, should they choose to do so.
This section of thé&lew York State Tax Expenditure Report attempts to provide the same
form of data presentation.

The state tax expenditures are listed by the gépeticy area. The classification
scheme utilized for this report attempts to follewvhere practicable — the JCT scheme.
That is, it is not appropriate to strictly folloWwda JCT methodology given that the Federal
report only provides data on income taxes, wheNmas York’s report includes many
additional taxes (i.e., Bank Tax, Insurance TaxrpOmtion Tax, Sales and Use Tax,
Petroleum Business Tax, Real Estate Transfer Tax).

In addition, the Federal and New York State gonents fulfill different roles in
society. The classic example of the differencdeir roles is that the Federal government,
unlike New York State, makes outlays for the puepafsnational defense. Similarly, New
York does not typically engage in internationabaf. Accordingly, the JCT categories
were modified slightly to better represent the ®asi functions of New York State
government. The categories for New York Statestgpenditures are:

Government;

General Science and Technology;

Energy, Natural Resources, and Environment;
Agriculture;

Economic Development;

Other Business and Commerce;

Housing;

Transportation;

Education and Training;

Social Services;

Health;

Income Security, Social Security, and Railroad iRetent;
Veterans’ Benefits and Services; and

General Purpose Fiscal Assistance.

In keeping with JCT practice, several individysisonal) income tax expenditures
were classified into multiple categories. Thesecffr tax expenditures are the itemized
deduction for charitable contributions (found ie tducation and Training, Social Services,
and Health categories), the itemized deductiortdres paid (only a portion of which is
found in Education and Training and General Purpgéseal Assistance), and dependent
exemptions (only a portion of which is found in Edtion and Training). In keeping with

4Joint Committee on TaxatiorEstimates of Federal Tax Expenditures for Fiscal Years 2012-2015 (JCS-3-10),
January 17, 2012.

5 For a discussion of the origins and uses of thliefa budget functions, see U.S. General Accourdiffige. Budget
Function Classifications: Origins, Trends, and Implications for Current Use. GAO/AIMD-98-67. Washington, D.C.,
February 1998.
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SUMMARY OF TAX EXPENDITURES

this scheme, it was also necessary to classifyrae8ales and Use Tax expenditures into
multiple categories. These include the exemptionsNew York State and its political
subdivisions (found in Government and Education &raining) and the exemption for
charitable organizations (found in the Educatioth @raining, Social Services, and Health).

Table 1 shows the five largest tax expendituneserms of base year estimates
(Minimal or larger), for each of the governmentah¢tion categories noted above.two
categories, there are less than five tax expemditu¥/eterans’ Benefits and Services; and
General Purpose Fiscal Assistance.

Table 1
Government
Amount
Tax Item # Description Base Year ($ Millions)
SUT 116 New York State Agencies or Political Subdivisions 2010 637.0
SUT 118 Federal Agencies 2010 351.0
PIT 3 Exclusion of Interest on U.S. Obligations 2010 70.7
PBT 7 Governments 2011 58.7
SUT 125 U.S. Military Post Exchanges 2010 8.0
GENERAL SCIENCE & TECHNOLOGY
Amount
Tax Item # Description Base Year ($ Millions)
SUT 70 Research and Development Property 2010 58.0
CORP FR 39 Manufacturer and QETC Rate 2009 45
PIT 7a QETC Capital Tax Credit 2010 1.0
CORP FR 14b QETC Employment Credit 2009 0.4
PIT 7b QETC Employment Credit 2010 0.2
ENERGY, NATURAL RESOURCES & ENVIRONMENT
Amount
Tax Item # Description Base Year ($ Millions)
PBT 8 Residential Heating 2011 198.3
SUT 38 Automotive Fuel Receipts Exceeding Two Dollars Per Gallon 2010 178.0
PIT 38 Brownfields Tax Credit 2010 5.9
PBT 3 Crude Oil and Liquid Petroleum Gases 2011 53.8
CORP FR 21 Brownfields Tax Credit 2009 35.1
AGRICULTURE
Amount
Tax Item # Description Base Year ($ Millions)
SUT 69 Farm Production and Commercial Horse Boarding 2010 65.0
PIT 22 Farmers' School Property Tax Credit 2010 31.2
SUT 32 Fuel, Gas, Electricity, Refrigeration and Steam Used in Farming and 2010 11.0
PBT 10 Fuel Used for Farm Production 2011 7.9
CORP FR 12 Farmers School Property Tax Credit 2009 1.2
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ECONOMIC DEVELOPMENT

Amount
Tax Item # Description Base Year ($ Millions)
CORP FR 1 Exclusion of Interest, Dividends and Capital Gains from Subsidiary 2009 1,031.2
CORP FR 19a Empire State Film Production Credit 2009 102.6
CORP FR 11d QEZE Real Property Tax Credit 2009 128.0
CORP FR 7 Investment and Retail Enterprise Tax Credit, Employment Incentive 2009 106.6
PIT 4d QEZE Real Property Tax Credit 2010 85.4
OTHER BUSINESS & COMMERCE
Amount
Tax Item # Description Base Year ($ Millions)
SUT 101 Precious Metal Bullion and Coins 2010 386.0
PIT 17f Miscellaneous Deductions Subject to 2 Percent of AGI Limitation 2010 303.7
INSURAN 7 Exclusion from the Premiums Tax of Premiums Written on Certain 2009 317.3
SUT 71 Machinery and Equipment Used in Production 2010 277.0
SUT 31 Fuel, Gas, Electricity, Refrigeration and Steam Used in Research & 2010 164.0
HOUSING
Amount
Tax Item # Description Base Year ($ Millions)
PIT 17b Interest Deduction 2010 1,104.4
SUT 5 Capital Improvement Installation Services 2010 486.0
BANK 16 Low Income Housing Credit 2009 8.0
SUT 91 New Mobile Homes 2010 2.0
PIT a7 Rehabilitation of Historic Properties Credit 2010 0.5
TRANSPORTATION
Amount
Tax Item # Description Base Year ($ Millions)
SUT 44 Fuel Sold to Airlines 2010 52.0
PBT 2 Bunker fuel 2011 32.0
SUT 50 Tractor-Trailer Combinations 2010 10.0
SUT 17 Food Sold to Airlines 2010 5.0
SUT 52 Commercial Buses 2010 5.0
EDUCATION & TRAINING
Amount
Tax Item # Description Base Year ($ Millions)
SUT 116 New York State Agencies or Political Subdivisions 2010 637.0
PIT 17e Taxes Paid Deduction 2010 462.9
PIT 25 College Tuition Credit 2010 248.5
SUT 18 Food Sold at School Cafeterias 2010 119.0
PIT 17¢ Charitable Contribution Deduction 2010 76.7
SOCIAL SERVICES
Amount
Tax Item # Description Base Year ($ Millions)
PIT 42 Empire State Child Credit 2010 694.1
PIT 17c Charitable Contribution Deduction 2010 446.3
SUT 121 Charitable Organizations 2010 395.2
PIT 22 Child and Dependent Care Credit 2010 199.6
SUT 98 Property Sold to Contractors for Capital Improvements or Repairs for 2010 79.0
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HEALTH
Amount
Tax Item # Description Base Year ($ Millions)
SUT 26 Drugs, Medicine and Medical Supplies 2010 913.0
SUT 27 Eyeglasses, Hearing Aids and Prosthetic Aids 2010 129.0
PIT 17a Medical/Dental Deduction 2010 113.8
PIT 17c Charitable Contribution Deduction 2010 38.3
SUT 121 Charitable Organizations 2010 33.8
INCOME SECURITY, SOCIAL SECURITY & RAILROAD RETIREMENT
Amount
Tax Item # Description Base Year ($ Millions)
SUT 16 Certain Food Products 2010 1,147.0
PIT 20 Earned Income Credit 2010 943.8
SUT 30 Residential Energy 2010 749.0
SUT 109 Clothing and Footwear 2010 515.0
PIT 4 Exclusion of Pensions, Annuities, Interest and Lump Sum Payments 2010 748.3
VETERANS BENEFITS & SERVICES
Amount
Tax Item # Description Base Year ($ Millions)
PBT 11 Not-For-Profit Groups and Veterans Organizations 2011 8.8
SUT 122 Veterans Posts or Organizations 2010
SUT 123 Veterans Home Gift Shops 2010 *
PBT 28 Not-For-Profit Groups and Veterans Organizations 2011 *
GENERAL PURPOSE FISCAL ASSISTANCE
Amount
Tax Item # Description Base Year ($ Millions)
PIT 17e Taxes Paid Deduction 2009 308.6
OTHER
Amount
Tax Item # Description Base Year ($ Millions)
PIT 16 Value of Standard Deductions for Those Returns with Itemized 2010 1,652.9
SUT 80 Trade-In Allowance 2010 502.0
INSURAN 28 Exemption from Article 33 for Specified Types of Entities Engaged in an 2009 308.4
PIT 18 Dependent Exemptions 2010 277.6
SUT 57 Cable Television Service 2010 260.0
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RECENT LEGISLATION THAT HAS
AFFECTED TAX EXPENDITURES

State legislation enacted in recent years hadteelsin the addition, deletion, or

modification of various provisions in the reporistiyear. The changes are as follows:

Additions:

For taxable years beginning on or after Januar3012, a new Beer Production
Credit is available to Article 9-A and Article 2&2dpayers. To qualify for the credit,
a taxpayer must be a registered distributor undécla 18 of the Tax Law; and
produce 60 million or fewer gallons of beer in N¥ark State in the tax year the
credit is claimed.

Deletions:

The New York State itemized deduction limitatiom taxpayers with New York
adjusted gross income over $10 million that redubed total itemized deductions
to 25 percent of their federal deduction for cladolié contributions expired
December 31, 2012.

The Power for Jobs tax credit expired after the22€dlendar year.

Modifications:

The expiration date of the clean heating fuel drdtis been extended to
December 31, 2016 for individual homeowners. Dua technical oversight, the

availability of the credit was extended for Arti€léA taxpayers last year but was not
extended for Article 22 taxpayers.

The Empire State film post production credit, aafalié to Article 9-A and Article 22
taxpayers, has been amended to increase the qdaddist production costs allowed.
The percentage of qualified post production cdkisvad has increased to 30 percent
for costs incurred at a facility located within thdetropolitan Commuter
Transportation District (MCTD) and 35 percent foqualified facility located in
New York outside the MCTD. The credit is administeby the Governor’s Office
for Motion Picture and Television Development aathains capped at $7 million
per year.

The eligibility timeframe for the brownfield tax emlits has been extended from
March 31, 2015, to December 31, 2015.

The Empire State commercial production credit leentextended through tax years
beginning before January 1, 2015.

The biofuel production credit has been extendeabiin tax years beginning before
January 1, 2020.

15



RECENT LEGISLATION

* The New York State noncustodial parent earned imcoradit has been extended
through tax year 2014.

« The low-income housing credit allocation pool isreased by $8 million, raising the
aggregate annual cap from $40 million to $48 millio

* The solar energy system equipment credit was andetedallow a taxpayer who
enters into a written agreement for the leaselaf emergy system equipment or the
purchase of power generated by solar energy systgipment to qualify for the
credit. The written agreement must be entereddntor after August 17, 2012, and
must span at least ten years.

* The New York Youth Works Tax Credit program was aderl to extend certain
program deadlines and clarify the tax year(s) fbicl the separate components of
the tax credit will be allowed.

* For tax years 2013 and 2014, the New York stand&diction of a resident

individual provided for in section 614 of the Taaw is indexed by a cost of living
adjustment under section 601-a of the Tax Law.
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PERSONAL INCOME TAX

This section provides revenue estimates of taeedipures for 78 provisions of the
2013 New York State Personal Income Tax. Tax edipares are first estimated for the
2010 tax year (the latest year for which historiaaldata are available) and then projected to
the 2013 tax year. This section also provide®hstl estimates from 2006 through 2009
for comparison. Table 2 lists the income tax pmris for which estimates exist, and the
estimates themselves. To provide some perspeittaleg shows total Personal Income Tax
liability for the 2010 tax year. The data usedjémerate the estimates do not include late
filed returns, audited returns, or fiduciary retb®ecause no contemporaneous data exist to
make the estimates. On average, the sample useakimthe estimates covers between 90
and 95 percent of total Personal Income Tax lighili

Description of Tax

The computation of the New York State Personadime Tax starts with the Federal
definition of adjusted gross income as includethmInternal Revenue Code (IRC). The
IRC permits certain exclusions and adjustmentsriviag at Federal adjusted gross income.
New York allows several subtraction modificationsdarequires certain addition
modifications in arriving at New York adjusted gsascome (NYAGI). Taxpayers can then
reduce their NYAGI by subtracting the higher of New York standard deduction or New
York itemized deductions. New York itemized dedores generally conform to Federal
itemized deductions; however, certain modificatiaugh as an add-back for income taxes,
apply. Federal law, to which New York conformgjuges certain high-income taxpayers to
further limit itemized deductions. In addition, awerall New York State deduction
limitation applies to upper-income taxpayers. Néovk taxpayers may also subtract from
NYAGI a $1,000 exemption for each dependent, nduifing the taxpayer and spouse.

The above computation determines taxable incakfter computing taxable income,
taxpayers apply a marginal tax rate schedule tqpcetheir tax. For tax years 2003-2005,
the top rate was 7.7 percent on taxable incomegea®00,000 for all filing statuses. For
tax years 2006-2008, the top rate returned to t&e2p03 level of 6.85 percent applying to
taxable income in excess of $20,000 for singleviddials, $30,000 for head of household,
and $40,000 for married couples filing jointly.orRax years 2009-2011, the top rate was
8.97 percent on taxable incomes above $500,0Qdliffiling statuses. In 2012, the top rate
was 8.82 percent on taxable incomes over $1,00000@0ngle individuals, $1,500,000 for
head of household, and $2,000,000 for married esuging jointly. For tax years 2013 and
2014, the tax brackets are indexed by a cost ofgipercentage adjustment. In 2013, the
top rate remains 8.82 percent on taxable incomes $1,029,250 for single individuals,
$1,543,900 for head of household, and $2,058,550&vried couples filing jointly. If New
York adjusted gross income exceeds $100,000, taepayers must also compute a
supplemental tax that recaptures the tax benefitrésults from income being taxed at less
than the top marginal rate. Taxpayers may thetracticertain credits in arriving at their
actual tax liability. An add-on minimum tax theppdies to certain Federal tax preference
items.

Many of the effective dates for the income taxgeoccurred in 1960. The State
Personal Income Tax was originally enacted in 1%l1@,the present system of Federal
conformity with respect to income and deductiorbrdit begin until 1960. Therefore, the
report uses 1960 as the effective date for theipians existing since the reorganization of
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PERSONAL INCOME TAX

the State’s income tax. Many provisions have bdBsen amended since their enactment;
however, this report does not provide a detailgislative history of each item covering the
entire intervening time frame.

The descriptive paragraph on each income tax ekfoea summarizes the provision
as it appears in the Tax Law in effect as of JanlaR013. It also includes any differences
applicable between the 2010 and 2013 tax year® li¥ting does not include provisions
repealed or sunsetted prior to 2013. Also, amkydredits specific to the Personal Income
Tax are described here. Descriptions of tax cseditiilable under multiple tax articles are
contained in the Cross-Article Tax Credits sectbthe report

Data Sources
The major sources of data used in this sectiortlmdppendix include:

e 2010 Personal Income Tax Study File — A data fédsednl on a statistical sample of
approximately 727,500 New York State Personal Iredax returns. The sample is
weighted to be consistent with income and liabtlitals for the taxpayer population
contained on the New York State Department of Tiarand Finance’s master file.
Double-checking all sample data ensures accuragyediability. This data file is
then used in conjunction with a Personal Income SJiemulation model, a set of
complex computer programs which simulate the varfeatures of the Tax Law and
variations thereof for the years being estimated.

e 2010 Personal Income Tax Population File — A dié¢abilased on approximately
9,700,000 Personal Income Tax returns filed in 2@dth the New York State
Department of Taxation and Finance. The data sgpteamounts accepted by the
Department’s tax return processing system.

e 2010 Federal Statistics of Income (SOI) — An anmstdistical report produced by
the U.S. Treasury Department. It contains InteR@lenue Service data collected
from the Federal tax returns filed by New York desits. Verification of the data for
accuracy ensures high data quality. The SOI saofiplew York taxpayers contains
24,983 returns.

e Office of Management and Budget (OMB) Federal tapemditure estimates —
OMB'’s estimates of Federal tax expenditure itested in this report came from the
fiscal year 201Zorporate and Individual Income Tax Revenue Loss Estimates for
Tax Expenditures. Historical estimates were based on prior reports

e U.S. Congressional Joint Committee on Taxation jJEdderal tax expenditure
estimates — JCT'’s estimates of Federal tax expameditems listed in this report
came fronEstimates of Federal Tax Expendituresfor Fiscal Years2012-2016. The
JCT publishes this pamphlet annually. Historicstireates are based on prior
reports.
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Methodology

For estimating tax expenditures in 2013, companehincome, modifications, and
itemized deductions on the 2010 sample returnafieeextrapolated to 2013 levels using
growth assumptions based on the economic forecadted by the Division of the Budget
during December 2012. This data file is then useld the Personal Income Tax model
revised to simulate 2013 tax law.

The Federal Office of Management and Budget arfdl. Joint Committee on
Taxation tax expenditure estimates of Federal tgperditure items are prorated to New
York using New York’s share of total U.S. persoimabme and applying New York State
effective tax rates.

Tax expenditures with values of less than $0.1ioniare indicated with an asterisk.
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Table 2
2013 Personal Income Tax Expenditure Estimates
(2010 Total Personal Income Tax Liability = $34,836 Million)
(Millions of Dollars)

History Forecast Reliability
Tax Item 2006 2007 2008 2009 2010 2013 Level
New York Modifications
1. Pension/Annuity Exclusion 4721 508.9 503.1 427.0 548.4 610.0 1
2. Exclusion of Social Security and Tier | Railroad Retirement 568.2 608.2 617.1 614.7 715.7 830.0 1
Benefits (Taxable Social Security for Federal Purposes but
New York Exempt)
3. Exclusion of Interest on U.S. Obligations 168.9 217.7 133.1 95.0 70.7 80.0 1
4. Exclusion of Pensions, Annuities, Interest, and Lump Sum 609.8 609.5 607.4 678.1 748.3 886.0 1
Payments Received by New York State and Municipal
Retirees
5. Exclusion of Pensions, Annuities, Interest, and Lump Sum 123.6 122.6 120.9 134.0 147.3 172.0 1
Payments by Federal Retirement Systems
6. Disability Income Exclusion N/A N/A N/A N/A N/A N/A 5
7. Exclusion of Interest or Dividends on Obligations or N/A N/A N/A N/A N/A N/A 5
Securities of a U.S. Agency
8. Exclusion of Interest or Dividend Income on Obligations or N/A N/A N/A N/A N/A N/A 5
Securities Taxable for Federal Purposes but Exempt for New
York Tax Purposes
9. Exclusion of Accelerated Death Benefits and Viatical * * * * * * 4
Settlements
10. Exclusion for Contributions to New York State College Choice 44.9 50.3 45.9 50.0 56.6 55.0 1
Tuition Savings Program
11. Deferral of Gain from Sale of Qualified Emerging Technology * * * * * * 4
Investments
12. Exclusion of Payments to Victims of Nazi Persecution * * * * * *
13. Exclusion of Compensation for Members of an Organized * * * * * * 4
Militia
14. Exclusion for Living Human Organ Donors -- * * * * * 4
15. Exclusion of Compensation for Service in a Combat Zone for - - * * * * 4
Members of the Armed Services
New York Itemized Deductions and Exemptions
16. Value of Standard Deductions for Those Returns with 1,614.6 1,681.5 16814 1,677.5 1,652.9 1,625.0 1
Itemized Deductions in Excess of Standard Deduction
17. Itemized Deductions
a. Medical/Dental Deduction 100.7 114.4 108.0 100.5 113.8 121.0 1
b. Interest Deduction 1,1754 1,343.7 13274 11956 1,104.4 1,023.0 1
c. Charitable Contribution Deduction 623.2 686.0 614.1 615.7 561.3 734.0 1
d. Casualty/Theft Deduction 5.6 3.8 6.0 4.9 2.6 1.8 1
e. Taxes Paid Deduction 650.0 735.0 750.0 790.0 7715 747.0 1
f. Miscellaneous Deductions Subject to 2 Percent of AGI 337.4 356.9 370.5 300.5 303.7 292.0 1
Limitation
g. Other Miscellaneous Deductions 38.6 43.4 95.7 41.2 40.1 37.0 1
18. Dependent Exemptions 293.2 299.4 293.9 304.1 308.8 305.0 1
New York Credits
19. Household Credit 95.9 96.7 93.2 95.8 99.6 99.0 1
20. Earned Income Credit 759.7 858.1 811.1 966.9 943.8 975.0 1
21. Real Property Tax Credit (Circuit Breaker) 26.8 31.0 25.5 23.9 20.2 19.0 1
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History Forecast Reliability
Tax ltem 2006 2007 2008 2009 2010 2013 Level
22. Child and Dependent Care Credit 352.3 332.3 297.4 245.7 199.6 175.0 1
23. Accumulation Distribution Credit® 0.2 0.1 * * 0.1 0.1 1
24. Solar Energy System Equipment Credit *** 1.7 2.3 3.2 4.7 7.4 10.0 1
25. College Tuition Credit? 229.9 227.3 247.8 268.3 248.5 250.0 1
26. Nursing Home Assessment Tax Credit 8.4 11.3 12.3 12.2 12.8 15.0 1
27. Empire State Child Credit 642.3 660.0 655.2 705.3 694.1 682.0 1
28. Enhanced State Earned Income Tax Credit for Certain Non- 21 21 2.8 4.4 35 4.0 1
Custodial Parents
29. Volunteer Firefighters and Ambulance Workers Credit - 13.9 13.0 13.4 13.9 15.0 1
30. Historic Homeownership Rehabilitation Credit* -- * * * 0.2 3.0 1
Cross-Article Credits
1. Investment Credit*’ 23.1 25.7 25.2 17.0 21.1 25.0 1
2. Investment Credit for Financial Services Industry®* 0.3 0.1 0.5 0.1 0.2 0.4 1
3. Special Additional Mortgage Recording Tax Credit>* 18.2 19.3 11.2 6.3 4.0 10.0 1
4. Empire Zone (EZ), Qualified Zone Enterprise (QEZE), and
Zone Equivalent Areas Tax Credit>*
a. EZ Investment Tax Credit and Employment Incentive 16.1 17.8 12.2 11.7 14,3 12.0 1
Credit
b. EZ/ZEA Wage Tax Credit 32.3 30.0 17.0 17.2 17.7 14.0 1
c. EZ Capital Credit 2.0 1.5 1.2 0.9 1.5 1.0 1
d. QEZE Real Property Tax Credit 103.8 100.9 70.7 83.2 85.4 66.0 1
e. QEZE Tax Reduction Credit 41.8 53.1 29.8 40.9 48.9 38.0 1
5. Farmers' School Property Tax Credit 24.3 26.0 28.6 29.1 31.2 34.0 1
6. Credit for Employment of Persons with Disabilities** * * * * * * 1
7. Qualified Emerging Technology Company Credits**
a. QETC Capital Tax Credit 1.0 0.5 0.9 0.7 1.0 1.0 1
b. QETC Employment Credit 0.2 0.2 0.2 0.2 0.2 0.2 1
8. Low-Income Housing Credit** * 0.1 0.1 * * * 1
9. Credit for Purchase of an Automated External Defibrillator” 0.1 0.1 * * 0.1 0.1 1
10. Green Building Credit®* 0.8 0.3 * 0.2 * 0.5 1
11. Long-Term Care Insurance Credit® 56.9 63.6 63.9 51.7 71.3 75.0 1
12. Empire State Film and Commercial Production Credits
a. Empire State Film Production Credit® 2.8 5.8 8.3 7.8 8.8 22.0 1
b. Empire State Film Post Production Credit -- -- -- -- 0.0 * 1
c. Empire State Commercial Production Credit 1.0 *
13. Security Training Tax Credit>* * 0.2 * 0.2 0.1 0.1 1
14. Brownfields Tax Credits* 28.2 88.0 82.3 71.5 5.9 325.0 1
a. Brownfield Redevelopment Tax Credit 28.2 87.9 81.4 70.3 3.7 320.0 1
b. Remediated Brownfield Credit for Real Property Taxes * * 0.9 1.2 2.2 5.0 1
c. Environmental Remediation Insurance Credit 0.0 * 0.0 0.0 0.0 0.0 1
15. Biofuel Production Credit* * 0.3 5.8 6.1 1.8 10.0 1
16. Land Conservation Easement Credit* 1.0 1.1 1.1 1.2 1.2 15 1
17. Clean Heating Fuel Credit* 0.3 0.5 0.3 0.4 0.3 0.5 1
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History Forecast Reliability
Tax Item 2006 2007 2008 2009 2010 2013 Level
18. Rehabilitation of Historic Properties Credit’ - 0.2 0.1 0.2 0.5 12.0 1
19. Excelsior Jobs Program (EJP) Tax Credits -- -- -- -- -- 75.0 4
20. Credit for Companies Who Provide Transportation to - - - - - * 4
Individuals with Disabilities
21. Economic Transformation and Facility Redevelopment - - - - - 27.0 4
Program Tax Credit
22. New York Youth Works Tax Credit - - - - - *
23. Empire State Jobs Retention Program Credit - - - - - *
24. Beer Production Credit - - - - - * 4

A new tax expenditure item or a revision of the methodology or revisions in the data sources resulted in an estimate which better reflects the

tax expenditure value.

Credit estimates include non-refundable amount used to reduce current year tax liability. Figure also includes refundable amounts where

applicable.

Estimate includes value of itemized deduction and credit.

For tax years 2010, 2011, and 2012, credits subject to deferral.

" Less than $0.1 Million

" The tax expenditure was not applicable for these years.

N/A

No data available.

NOTE: Totals may differ from estimates included with individual components of expenditure items due to rounding.
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New York Modifications

The NYAGI of a resident or nonresident individitefined as Federal adjusted
gross income with modifications as specified by Néok Tax Law, Article 22, Section
612.

1. Pension/Annuity Exclusion
Citation: Section 612(c)(3-a)
Effective Date: Effective for taxable years beginning on or afl@nuary 1, 1982
Description: Taxpayers aged 59 %2 and over may exclude from Y@ adjusted
gross income pensions and annuities, to the extelotded in Federal adjusted gross
income, but not in excess of $20,000 ($20,000 éactwo married pensioners or
annuitants filing jointly).
Estimates:2010: $548.4 million — 2013: $610.0 million
Data Source: PIT Simulation Model
Reliability: Level 1

2. Exclusion of Social Security and Tier 1 Railroad Rérement Benefits (Taxable
Social Security for Federal Purposes but New York Eempt)
Citation: Section 612(c)(3-c)
Effective Date: Effective for taxable years beginning after Deben31, 1983
Description: Taxpayers may exclude from New York adjustedgnesome Social
Security and Tier 1 railroad retirement benefitstite extent included in Federal
adjusted gross income.
Estimates: 2010: $715.7 million — 2013: $830.0 million
Data Source: PIT Simulation Model
Reliability: Level 1

3. Exclusion of Interest on U.S. Obligations
Citation: Section 612(c)(1)
Effective Date: Effective for taxable years beginning on or afl@nuary 1, 1960
Description: Taxpayers may exclude from New York adjustedgitosome interest
income on obligations of the United States andotssessions, to the extent included
in FAGI. Federal law prohibits New York from tagithis item.
Estimates: 2010: $70.7 million — 2013: $80.0 million
Data Source: PIT Simulation Model
Reliability: Level 1

4. Exclusion of Pensions, Annuities, Interest, and Lum Sum Payments Received
by New York State and Municipal Retirees
Citation: Section 612(c)(3)(i)
Effective Date: Effective for taxable years beginning on or afl@nuary 1, 1960
Description: Retirement payments received by officers and epgds (or their
beneficiaries) of New York State and its municiped (including corporations and
authorities), to the extent includable in Fedemjusted gross income, may be
subtracted in computing New York adjusted grossnme. The State Constitution
prohibits taxation of this income.
Estimates: 2010: $748.3 million — 2013: $886.0 million
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Data Source: PIT Simulation Model
Reliability: Level 1

5. Exclusion of Pensions, Annuities, Interest, and LumSum Payments by Federal
Retirement Systems
Citation: Section 612(c)(3)(ii)
Effective Date: Effective for tax years beginning on or afterulay 1, 1989
Description: Payments received by officers and employeest(eidbeneficiaries)
from Federal retirement systems, to the extenudadble in Federal adjusted gross
income, may be subtracted in determining New Y djusted gross income. A 1989
U.S. Supreme Court ruling@vis v. Michigan Department of Treasury) mandated
that states must provide equal tax treatment fdeFa and state/local pensions.
Estimates: 2010: $147.3 million — 2013: $172.0 million
Data Source: PIT Simulation Model
Reliability: Level 1

6. Disability Income Exclusion
Citation: Section 612(c)(3-b)
Effective Date: Effective for taxable years beginning after Deben31, 1983
Description: A taxpayer may subtract up to $5,200 of disapititome included in
Federal adjusted gross income, to the extent thet sxcome would have been
excluded from Federal gross income prior to Jan@ark984, under the repealed
provisions of IRC Section 105(d). The total ex@ador disability and pension and
annuity income may not exceed $20,000. The exauisi reduced by the amount
that the taxpayer’s adjusted gross income excetsl9$0.
Estimate: No data available. Included in “other” categomyr fNew York
modifications in second pass data and, therefarmat be separately identified.
Reliability: Level 5

7. Exclusion of Interest or Dividends on Obligations oSecurities of a U.S. Agency
Citation: Section 612(c)(2)
Effective Date: Effective for taxable years on or after Janugr¥360
Description: Taxpayers may subtract from Federal adjustedsgna®me, interest
or dividend income on obligations or securitiegadf.S. agency, to the extent that
such income has been included in Federal adjusiessgncome. Federal law
prohibits New York from taxing this income.
Estimate: No data available. Included in “other” categoryr fNew York
modifications in second pass data and, therefareat be separately identified.
Reliability: Level 5

8. Exclusion of Interest or Dividend Income on Obligaions or Securities Taxable
for Federal Purposes but Exempt for New York Tax Pwyoses
Citation: Section 612(c)(6)
Effective Date: Effective for taxable years beginning on or afl@nuary 1, 1960
Description: The taxpayer may subtract from Federal adjusiessgncome interest
or dividend income on obligations or securitiestite extent that such income is
exempt for New York income tax purposes under NewkMaw but is subject to
Federal income tax.
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10.

11.

Estimate: No data available. Included in “other” categomyr fNew York
modifications in second pass data and, therefarmat be separately identified.
Reliability: Level 5

Exclusion of Accelerated Death Benefits and ViatidéSettlements

Citation: Section 612(c)(30)

Effective Date: Effective for taxable years beginning on or alemuary 1, 1991 for
death benefits and for payments received on or afiey 27, 1994 on viatical
settlements

Description: Taxpayers may subtract from Federal adjusted gioseme
accelerated payments of part or all of the deatiefiteor special surrender value of a
life insurance policy as a result of certain diagg® (i.e., terminal illnesses),
specified in the Insurance Law. Also, taxpayery swubtract the amount received
from a viatical settlement company from the sale life insurance policy. Persons
with catastrophic or life threatening illnesses @igible for this subtraction when
they sell such policies to a viatical settlemenmpany licensed by the State
Insurance Department.

Estimates: 2010: Minimal — 2013: Minimal

Data Source: Federal Office of Management and Budget

Reliability: Level 4

Exclusion for Contributions to New York State College Choice Tuition Savings
Program

Citation: Section 612(c)(32)

Effective Date: Effective for taxable years beginning after Deben31, 1997
Description: Taxpayers may subtract from Federal adjustedsgrasome up to
$5,000 per year ($10,000 for married couples filjoiptly) of contributions to
“family tuition accounts,” as defined in Article 44 of the Education Law, to the
extent not deductible or eligible for credit fordeeal tax purposes. The maximum
account balance may not exceed $235,000 per bemgfiand the State Comptroller
has authority to increase this figure to reflecr@ases in higher education costs.
Estimates: 2010: $56.6 million — 2013: $55.0 million

Data Source: PIT Simulation Model

Reliability: Level 1

Deferral of Gain from Sale of Qualified Emerging Tehnology Investments
Citation: Section 612(c)(34)

Effective Date: Effective for qualified investments acquired oratier March 12,
1998

Description: Gain from the sale of qualified emerging techgglmvestments may
be subtracted from Federal adjusted gross incdmenvested in another qualified
emerging technology investment. The amount sutetdamust be added to Federal
adjusted gross income when the reinvestment is gthe gain is not reinvested in a
gualified emerging technology investment.

Estimates: 2010: Minimal — 2013: Minimal

Data Source: Industry Data

Reliability: Level 4
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12.

13.

14.

15.

Exclusion of Payments to Victims of Nazi Persecutio

Citation: Sections 612(c)(35) and (36)

Effective Date: Effective for taxable years beginning on or afi@nuary 1, 1995
Description: Taxpayers may subtract certain distributionghécextent included in
FAGI, made based on their status as a victim of pezsecution as defined in Public
Law 103-286. The subtraction also applies to ihistions received by victims’
spouses and needy descendants. In addition, eastidm is allowed for items of
income included in FAGI attributable to assetsestar hidden from, or otherwise
lost by victims of Nazi persecution immediatelygorio, during, or after World War
Il.

Estimates: 2010: Minimal — 2013: Minimal

Data Source: New York State Banking Department

Reliability: Level 4

Exclusion of Compensation for Members of an Organigd Militia

Citation: Section 612(c)(8-b)(i)(ii)

Effective Date: Effective for taxable years beginning on or afnuary 1, 2004
Description: An individual who is a member of a New York Statgamized militia
may subtract from Federal adjusted gross incomepeasation received for
performing active service within New York State guant to active duty orders
issued by the Governor or the Federal government.

Estimates 2010: Minimal — 2013: Minimal

Data Source Estimates from Division of the Budget

Reliability: Level 4

Exclusion for Living Human Organ Donors

Citation: Section 612(c)(38)

Effective Date: Effective for taxable years beginning on or afl@nuary 1, 2007
Description: Resident taxpayers may subtract certain unreisgobexpenses from
Federal adjusted gross income which are incurreddotaxpayer while donating one
or more of their human organs, while living, to #re human being for human
organ transplantation. Unreimbursed expensesdectiavel expenses, lodging
expenses and lost wages. In addition, a “humaandrig defined as all or part of a
liver, pancreas, kidney, intestine, lung or bonerova. The subtraction can only be
claimed once and must be claimed in the taxable ipe&hich the human organ
transplantation occurs. The maximum allowablersighibn is $10,000 per taxpayer.
Estimates: 2010: Minimal — 2013: Minimal

Data Source: Estimates from Division of the Budget

Reliability: Level 4

Exclusion of Compensation for Service in a Combat @e for Members of the
Armed Services of the United States

Citation: Section 612(c)(8-c)

Effective Date: Effective for taxable years beginning on or afi@nuary 1, 2008
Description: An individual who is a member of the armed sersiof the United
States may subtract from federal adjusted grossmeccompensation received for
performing active service in an area designatetiéyresident of the United States
by executive order as a “combat zone.”
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Estimates: 2010: Minimal — 2013: Minimal
Data Source: Estimates from Division of the Budget
Reliability: Level 4

New York Itemized Deductions and Exemptions

Individual taxpayers who elect not to use the daadh deduction may reduce their

New York adjusted gross income by their itemizedisidions, and all taxpayers are allowed
exemptions for dependents who qualify for the Faldexemption.

16. Value of Standard Deductions for Those Returns withtemized Deductions in

17.

Excess of Standard Deduction

Citation: Section 614

Effective Date: Effective for taxable years beginning on or afl@nuary 1, 1960
Description: Because all taxpayers are entitled to a standadiiction as a
minimum, itemizers have their standard deductianltinto” their total deduction.
Estimates: 2010: $1,652.9 million — 2013: $1,625.0 million

Data Source: PIT Simulation Model

Reliability: Level 1

Itemized Deductions

Taxpayers who itemize deductions on their Fedetalns may also itemize on their
New York State returns if the aggregate of suchudedns, minus state and local
income taxes and certain other modifications, edsdabe New York standard
deduction.

New York itemized deductions flow through from Feadéaw. Thus, the citations
below reference the Internal Revenue Code. Thewathorized in New York Tax
Law, Article 22, Section 615. New York limits thevailability of itemized
deductions for certain high income taxpayers. TPleecentage of disallowed
deductions varies according to the taxpayer's NYA@d filing status. Itemized
deductions for a single taxpayer with NYAGI in ess®f $100,000 are reduced by
up to 25 percent. This reduction also appliesaoriad taxpayers filing jointly with
NYAGI in excess of $200,000 and heads of househdtld NYAGI exceeding
$250,000. For all taxpayers with NYAGI above $418), itemized deductions are
reduced by up to an additional 25 percent, equ&lthgercent for all taxpayers with
NYAGI above $525,000. Beginning in tax year 200@ after, the New York
itemized deduction limitation has been reviseduihier limit a taxpayer’'s New
York itemized deduction. If a taxpayer’s NYAGInsre than $1,000,000, the New
York itemized deduction is limited to 50 percentloé federal itemized deduction
for charitable contributions. All other federadmtized deductions are reduced to
zero based on the new limitation.

For tax years prior to 2010 and after 2012, theeFadtemized deduction limitation
further reduces the value of the deductions. Hawnewor tax years after 2012, the
Federal itemized deduction limitation is repealedfamilies with incomes below
$300,000 and single taxpayers with income belowOFRm.
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a. Medical/Dental Deduction
Citation: IRC Section 213
Effective Date: Effective for taxable years beginning on or al@muary 1, 1960
Description: Medical and dental expenses paid during the texaar by and
on behalf of the individual or his/her spouse gratedent may be deducted from
Federal adjusted gross income, as an itemized teduto the extent that the
expenses (a) exceed 7.5 percent of adjusted gnassne, and (b) are not
compensated for by insurance or otherwise.
Estimates: 2010: $113.8 million — 2013: $121.0 million
Data Source: PIT Simulation Model
Reliability: Level 1

b. Interest Deduction
Citation: IRC Section 163
Effective Date: Effective for taxable years beginning on or al@muary 1, 1960
Description: A taxpayer may deduct mortgage and investmeatast paid or
accrued during the taxable year on debt owed biattgayer. However, interest
incurred on loans made to purchase securities,inb@me from which is
tax-exempt in New York, is not deductible for NewrK purposes. Generally,
mortgage interest is totally deductible (certamitations apply).
Estimates: 2010: $1,104.4 million — 2013: $1,023.0 million
Data Source: PIT Simulation Model
Reliability: Level 1

c. Charitable Contribution Deduction
Citation: IRC Section 170
Effective Date: Effective for taxable years beginning on or al@muary 1, 1960
Description: Taxpayers may subtract from Federal adjustedsgnosome
contributions made to qualified organizations,ap timit of 50 percent of their
adjusted gross income. In certain cases, lowetslimay apply.
Estimates: 2010: $561.3 million — 2013: $734.0 million
Data Source: PIT Simulation Model
Reliability: Level 1

d. Casualty/Theft Deduction
Citation: IRC Section 165
Effective Date: Effective for taxable years beginning on or al@muary 1, 1960
Description: Individuals may deduct casualty losses. Casua#igyes mean
uncompensated losses sustained as a result aftéhet partial destruction of
property, caused by a sudden, unexpected, or ureigerd. Losses incurred as a
consequence of the theft or embezzlement of theatget’'s property may also be
deducted from Federal gross income. In both casasduction is allowed only
with respect to individual losses which exceed $40@ to the extent that total
net losses exceed 10 percent of Federal adjustasg grcome.
Estimates: 2010: $2.6 million — 2013: $1.8 million
Data Source: PIT Simulation Model
Reliability: Level 1
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e. Taxes Paid Deduction
Citation: IRC Section 164, Section 615(c)(1)
Effective Date: Effective for taxable years beginning on or al@muary 1, 1960
for property taxes. Effective for taxable yeargibaing on or after January 1,
2010 and expiring at the end of tax year 2011 &essand use taxes.
Description: Individuals may deduct from Federal adjusted gjinsome, real
and personal property taxes which have been padytate, local or foreign
government during the year.
Estimates: 2010: $771.5 million — 2013: $747.0 million
Data Source: PIT Simulation Model
Reliability: Level 1

f. Miscellaneous Deductions Subject to 2 Percent of AGimitation
Citation: IRC Sections 67, 212, 280A
Effective Date: Effective for taxable years beginning after Deben831, 1986
(Sec. 67); on or after January 1, 1960 (Sec. 24f2¢r December 31, 1975
(Sec. 280A)
Description: Taxpayers may deduct certain miscellaneous expenses
Miscellaneous itemized deductions consist of thread categories of personal
expenses: deductible employee expenses, deduetiplenses of producing
income, and other deductible expenses (essentiakycounsel and assistance
and appraisal fees). The first two categoriesuitkelsuch items as work clothes
and uniforms, union dues and expenses, safe dépagientals, and malpractice
insurance premiums.
Estimates: 2010: $303.7 million — 2013: $292.0 million
Data Source: PIT Simulation Model
Reliability: Level 1

g. Other Miscellaneous Deductions
Citation: IRC Section 67
Effective Date: Effective for taxable years beginning on or alemuary 1, 1987
Description: Taxpayers may deduct miscellaneous expemsiesubject to the
2 percent AGI limitation. These include gamblingdes (up to the amount of
gambling winnings), impairment-related work expensand certain other
expenses.
Estimates: 2010: $40.1 million — 2013: $37.0 million
Data Source: PIT Simulation Model
Reliability: Level 1

18. Dependent Exemptions
Citation: Section 616
Effective Date: Effective for taxable years beginning on or aftanuary 1, 1960
Description: In computing taxable income, taxpayers may defii@00 for each
exemption for qualified dependents to which theyeatitled a deduction for Federal
income tax purposes.
Estimates: 2010: $308.8 million — 2013: $305.0 million
Data Source: PIT Simulation Model
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Reliability: Level 1

New York Credits

Credits are amounts which may be subtracted frenindividual’s computed State
tax liability. Improvements in data sources andhudology allow the reporting of credit
claims by New York adjusted gross income classrfany of the largest income tax credits
for tax year 2010. Furthermore, the nonrefundabdelit amounts reported for 2010 are
credit “used” to reduce liability for the tax yedtor tax years beginning in 2010 and ending
after tax year 2012, taxpayers were required terdbe use and refund of certain tax credits
if they exceed $2 million in aggregate. See Tabfer a list of affected tax credits. The
credits described below are specific to the Peldaname Tax. Descriptions of other tax
credits that are available under the Personal lecdax as well as other tax articles are
contained in the Cross-Article Tax Credits sectibthe report.

19. Household Credit
Citation: Section 606(b)
Credit Type: Non-refundable/Non-carryforward
Effective Date: Effective for taxable years beginning on or aftanuary 1, 1978
Description: Taxpayers with certain incomes may claim a cragishown in the

table below:
Single Filing Status All Other Filing Statuses
If Federal AGl is: If Federal AGl is:
For Each
But Not The But Not The Federal

Over Over Credit Is Over Over Credit Is + Exemption
$ 0 $ 5,000 $75 $ 0 $ 5,000 $75 $15
5,000 6,000 60 5,000 6,000 60 15
6,000 7,000 50 6,000 7,000 50 15
7,000 20,000 45 7,000 20,000 45 15
20,000 25,000 40 20,000 22,000 50 10
25,000 28,000 20 22,000 25,000 40 10
28,000 No Credit 25,000 28,000 35 5
28,000 32,000 15 5

32,000 No Credit

Estimates: 2010: $99.6 million — 2013: $99.0 million
Data Source: PIT Population File
Reliability: Level 1

20. Earned Income Credit
Citation: IRC Section 32, Tax Law Section 606(d)
Credit Type: Refundable (Residents only)
Effective Date: Effective for taxable years beginning after 1993
Description: Taxpayers may claim a credit equal to 30 peroéiheir Federal
earned income credit. In previous tax years, tteglit equaled the following
percentages of the Federal credit:

1994 1995 1996-1999 2000 2001 2002 2003+
7.5% 10% 20% 22.5% 25% 27.5% 30.0%
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21.

22.

The table below shows income eligibility parametard maximum amounts for the
2013 tax year:

Income for

Maximum  Federal Maximum Start of Income

Creditable Credit State Phase-out Cut-off

Earnings Rate Credit (MEJ)* Others (MEJ)* Others
Taxpayers With 1 Child $ 9,560 34% $ 975 $22,870 $17,530 $43,210 $37,870
Taxpayers With 2 Children $13,430 40% $1,612 $22,870  $17,530  $48,378  $43,038
Taxpayers With 3 or More
Children $13,430 45% $1,813 $22,870 $17,530 $51,567 $46,227
Taxpayers Age 25-64
Without Children #6,370 7.65% $ 146 $13,310 $7,970 $19,680 $14,340

* Earned income or Federal adjusted gross income, whichever is greater.

Taxpayers must subtract from the earned incomadtdiezlamount of household
credit used to reduce tax liability.

Estimates: 2010: $943.8 million — 2013: $975.0 million
Data Source: Earned Income Tax Credit Study
Reliability: Level 1

Real Property Tax Credit (Circuit Breaker)

Citation: Section 606(e)

Credit Type: Refundable

Effective Date: Effective for taxable years beginning after Deben31, 1977
Description: Qualified individuals may claim a credit in thmaunt of 50 percent of
excess real property taxes, determined accordirigetdevel of household gross
income, subject to certain specified conditions mds. Eligibility for the credit
depends on the size of household gross incomeQ@Q&r less), property use, the
value of the property, or the adjusted rent ofhaie. The credit claimant must be a
New York resident for the entire taxable year. Tmaximum credit is $375 for
taxpayers age 65 and over and $75 for taxpayemsrage 65. The amount of the
credit decreases as household gross income insre@sdy one credit is allowed per
household.

Estimates: 2010: $20.2 million — 2013: $19.0 million

Data Source: Real Property Tax Credit Study

Reliability: Level 1

Child and Dependent Care Credit

Citation: Section 606(c)

Credit Type: Refundable (Residents only)

Effective Date: Effective for taxable years beginning after Deben31, 1976
Description: Taxpayers may claim a credit for a percentagkeFederal credit for
household and dependent care expenses necesadowtgainful employment. The
Federal credit was significantly enhanced beginnmg2003 when allowable
expenses increased from $2,400 per child ($4,800muen) to $3,000 per child
($6,000 maximum) and the credit rate schedule weshed. Beginning in 2013,
these enhancements have been permanently exteittietlevmaximum credit rate
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23.

24.

increasing from 30 percent to 35 percent and th@mum credit available for

incomes over $43,000 instead of $28,000. A taxpayel spouse filing a joint

Federal return, but electing to file separate NewkYeturns, may apply the credit
only against the tax of the spouse with the lowa&able income.

The credit equals the following percentages offibderal credit:

e 110 percent for NYAGI of $25,000 or less

e 110-100 percent for NYAGI between $25,000 and $20@,0
e 100 percent for NYAGI between $40,000 and $50,000

e 100-20 percent for NYAGI between $50,000 and $6%,00
e 20 percent for NYAGI greater than $65,000

Estimates: 2010: $199.6 million — 2013: $175.0 million
Data Source: PIT Study File
Reliability: Level 1

Accumulation Distribution Credit

Citation: Sections 621 and 635

Credit Type: Non-refundable/Non-carryforward

Effective Date: Effective for taxable years beginning on or aftanuary 1, 1962
Description: Beneficiaries of trusts (residents and nonresgjereceiving an
accumulation distribution can claim a credit fox faid by the trust fiduciary on
income included in the distribution.

Estimates: 2010: $0.1 million — 2013: $0.1 million

Data Source: PIT Population File

Reliability: Level 1

Solar Energy System Equipment Credit

Citation: Section 606(g-1)

Credit Type: Non-refundable/Carryforward

Effective Date: Effective for property placed in service in tabapears beginning
on or after January 1, 1998

Description: Taxpayers may claim a credit equal to 25 peroéqualified solar
energy system equipment expenditures which areneljpees for the purchase and
installation of solar energy system equipment et principal residence in New
York. The credit was expanded in 2008 to applynembers of large multi-unit
dwellings like cooperative housing corporations @otidominium associations.
Qualified expenditures include material and inatadh costs relating to components
utilizing solar radiation to produce energy destjteeprovide heating, cooling, hot
water, or electricity for residential use. Thedités capped at $3,750 for equipment
placed in service before September 1, 2006 andd@5@ equipment placed in
service after such date. If the credit exceeddiabxiity, taxpayers may carry over
the credit for five years.

Estimates: 2010: $7.4 million — 2013: $10.0 million

Data Source: PIT Population File

Reliability: Level 1

32



PERSONAL INCOME TAX

25. College Tuition Credit/Deduction

26.

Citation: Sections 606(t), 615(d)(4)

Credit Type: Refundable

Effective Date: Effective for tax years beginning on or afterulay 1, 2001
Description: A credit is permitted for undergraduate collegigdn expenses paid
by New York residents on behalf of themselves,rtepbuses, or dependents to
attend qualifying in-state or out-of-state insiias of higher education. The credit
equals 4 percent of expenses, up to a maximum®@O8@ of expenses per student.
The minimum credit equals the lesser of expens&200.

In lieu of the credit, both resident and nonresidarpayers may elect to deduct
gualifying expenses as an itemized deduction. Maimum deduction is a
maximum of $10,000 of expenses per student.

Qualifying tuition expenses are defined as netabfofarships and financial aid.

Qualifying institutions include colleges and bussetrade, technical, or other
occupational schools recognized and approved bRégents of the University of

the State of New York, or by other nationally reczgd accrediting agencies
accepted by the Regents, which provide study |ggidira post-secondary degree,
certificate, or diploma. Tuition paid by a depentdstudent who is claimed on a
parent’'s New York return is attributed to the pamamd used by the parent to claim
the credit or deduction.

Estimates: 2010: $248.5 million — 2013: $250.0 million

College Tuition Credit/Deduction Claims in 2010
By New York Adjusted Gross Income

Number of Tax Expenditure
NYAGI Taxpayers (Millions $)

Less than $10,000 85,166 $22.4
$ 10,000 - $24,999 143,165 $34.8
$ 25,000 - $49,999 158,986 $40.6
$ 50,000 - $99,999 185,394 $60.4
$100,000 - $199,999 145,868 $64.0
$200,000 and over 49,134 $26.4

Total: 767,713 $248.5

Data Source: PIT Simulation Model
Reliability: Level 1

Nursing Home Assessment Tax Credit

Citation: Section 606 (hh)

Credit Type: Refundable

Effective Date: Effective for taxable years beginning on or afi@nuary 1, 2005
Description: Taxpayers may claim a nursing home assessmetritdix equal to the
assessment imposed on the gross receipts of résidesalth care facilities under
Public Health Law §2807-d. The credit is alloweatases where the assessment is
paid by the taxpayer and is not covered under Medlior private insurance.
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Estimates:2010: $12.8 million — 2013: $15.0 million

Nursing Home Assessment Tax Credit Claims in 2010
By New York Adjusted Gross Income

Number of Amount Claimed
NYAGI Claims (Millions $)

Less than $10,000 1,907 $6.4
$ 10,000 - $24,999 562 $2.2
$ 25,000 - $49,999 385 $1.6
$ 50,000 - $99,999 317 $1.5
$100,000 - $199,999 150 $0.7
$200,000 and over 55 $0.3

Total: 3,376 $12.8

Data Source: PIT Population File
Reliability: Level 1

27. Empire State Child Credit
Citation: Section 606(c-1)
Credit Type: Refundable (Residents only)
Effective Date: Effective for taxable years beginning on or aff@nuary 1, 2006
Description: Resident taxpayers with children ages 4-16 maiynch credit equal to
the greater of $100 times the number of children ghalify for the Federal child
tax credit, or 33 percent of the taxpayer’s allovialeral child tax credit. The
Federal credit is currently a maximum of $1,000qpealifying child. The Federal
credit phases-out beginning at $110,000 of Modffiederal Adjusted Gross Income
(MFAGI) for married taxpayers filing jointly, and7$,000 for others. New York
taxpayers with MFAGI above these thresholds may oldim a New York credit
equal to 33 percent of their allowed Federal credit
Estimates: 2010: $694.1 million — 2013: $682.0 million

Empire State Child Credit Claims in 2010
By New York Adjusted Gross Income

Number of Amount Claimed
NYAGI Claims (Millions $)

Less than $10,000 143,851 $32.8
$ 10,000 - $24,999 438,901 $176.3
$ 25,000 - $49,999 440,010 $211.5
$ 50,000 - $99,999 411,026 $206.8
$100,000 - $199,999 163,549 $66.7
$200,000 and over 262 $0.1

Total: 1,597,599 $694.1

Data Sources: PIT Population File
Reliability: Level 1

28. Enhanced State Earned Income Tax Credit for CertaifNon-Custodial Parents
Citation: Section 606(d-1)
Credit Type: Refundable (Residents only)
Effective Date: Effective for taxable years beginning on or aflenuary 1, 2006
and before January 1, 2015
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Description: Certain taxpayers may claim an enhanced State@ancome tax
credit (EITC). To qualify for the enhanced crediaimants must be a resident
taxpayer, age 18 and over, and have a minor chtldwhom they do not reside.
The credit is equal to the greater of 20 perceth@federal EITC that the taxpayer
would otherwise be able to claim for one qualifyagld (if he/she were a custodial
parent) or 2.5 times the EITC for taxpayers withgualifying children. Claimants
must have a child support order in effect for asténalf the tax year and have made
required support payments. In addition, unlikegkisting State EITC, the amount
of credit allowed is not reduced by the amounthef$tate household credit used by
the taxpayer. Taxpayers are not allowed more dim@credit if they have multiple
children or support orders.

Estimates: 2010: $3.5 million — 2013: $4.0 million

Data Source: Earned Income Tax Credit Study

Reliability: Level 1

29. Volunteer Firefighters and Ambulance Workers Credit

30.

Citation: Section 606(e-1)

Credit Type: Refundable

Effective Date: Effective for taxable years beginning on or afl@nuary 1, 2007
Description: Resident taxpayers serving as active voluntesrghters or volunteer
ambulance workers may claim a $200 credit. Toivecthe credit, the taxpayer
must be an active volunteer for the entire taxgbkr and must not be receiving a
real property tax exemption relating to such servitn the case of a taxpayer and
spouse filing jointly who both qualify for the ciedhe amount of the credit is $400.
Estimates: 2010: $13.9 million — 2013: $15.0 million

Data Source: PIT Population File

Reliability: Level 1

Historic Homeownership Rehabilitation Credit

Citation: Section 606(pp)

Credit Type: Non-refundable/Carryforward/Refundable to certakpayers
Effective Date: Effective for taxable years beginning on or aftanuary 1,
2007/Amended credit effective for taxable yearsitn@gg on or after January 1,
2010 and before January 1, 2015.

Description: Taxpayers may claim a tax credit for the rehttibn of historic
homes located in New York State. The amount otthdit is equal to 20 percent of
gualified rehabilitation expenditures made by tgryer with respect to a qualified
historic home. A qualified historic home is defires one located in a targeted area
within the meaning of section 143(j) of the IntdriRavenue Code and located in an
area of a city, town, or village whose governindybas identified by resolution that
such area is an area in need of community renavdaiv@ich has adopted an historic
preservation and community renewal program. TRpager must own the home
and reside there during the taxable year. Theitcredimited to $25,000 per
residence. For taxable years beginning on or dfteuary 1, 2010, the credit is
amended by increasing the credit cap from $25,00860,000, making the credit
refundable for taxpayers with New York adjustedsgroncome that is less than or
equal to $60,000, and expanding the definitiorligftde properties to include those
located within a census tract that is at or bel®® percent of the state median
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family income in the most recent federal censudterADecember 31, 2014, the
credit reverts back to pre-2010 law.

Estimates: 2010: $0.2 million — 2013: $3.0 million
Data Source: NYS Historic Preservation Office
Reliability: Level 1
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This section of the report provides tax expenditestimates for 65 separate
provisions of the Corporation Franchise Tax on garn®usiness corporations. It contains
estimates of the tax expenditures for tax year® 20@ugh 2009 (2009 is the latest year for
which Article 9-A tax return data are availabl&he list of tax expenditures is based on the
Tax Law as of January 1, 2013. The estimateslaceextrapolated to the 2013 tax year.
The tax year refers to both the 2009 and 2013 daleyears and fiscal years beginning in
2009 and 2013, respectively. Table 3 summarizesahk expenditure estimates. It also
includes total Article 9-A corporate franchise tebility for the 2009 tax year.

Description of Tax

Article 9-A imposes a Corporate Franchise Taxe@megal business corporations for
the privilege of conducting business in New YorKertain other corporations (public
utilities, banks, and insurance companies) paytader other articles of the Tax Law. The
Corporation Franchise Tax has four separate beskxcated entire net income; allocated
business and investment capital; allocated minintaxable income; and a fixed dollar
minimum. Corporations pay the highest tax compotethese bases less applicable credits,
but generally not less than the fixed dollar amoditte Tax Law imposes an additional tax
on allocated subsidiary capital. Because of tindasiities between the entire net income and
alternative minimum taxable income computationg, t&ix expenditure provisions and
estimates discussed in this section pertain onlthéoallocated entire net income and
allocated business and investment capital bases.

The computation of Corporation Franchise Tax eraltocated entire net income and
allocated minimum taxable income bases generadistssivith Federal taxable income.
Taxpayers then make several state-specific motiics to arrive at New York entire net
income and alternative minimum taxable income.hBatome bases consist of business and
investment income. Taxpayers allocate each tyjrecoine to New York by its respective
allocation percentage. The sum of these allodatsines equals the taxable income bases.
The tax rates are:

e 7.1 percent of allocated entire net income;

e 6.5 percent of allocated entire net income for nfiacturers and qualified emerging
technology companies; or

e 1.5 percent of alternative minimum taxable income.

The tax on allocated business and investmentatagérts with the taxpayer’s total
assets. Taxpayers reduce their assets by bothdadghort-term liabilities to arrive at total
capital. Total capital minus subsidiary capital arvestment capital equals business capital.
Taxpayers then multiply each type of capital byespective allocation percentage. Total
allocated business and investment capital formsitbeated capital base. (A separate tax
applies to allocated subsidiary capital.) A 0.&%cent tax rate applies to allocated capital,
and the maximum tax under this base is cappeds&t, 880 for manufacturers and qualified
emerging technology companies and $1 million footiler taxpayers. For tax years 2008
through 2010, the non-manufacturer/non-QETC capteraporarily raised to $10 million.
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In tax years beginning on or after January 1, 2008 fixed dollar minimum tax
ranges from $25 to $5,000 depending on the amduxéw York receipts for the taxable
year. Prior to the 2008 tax year, the fixed dathanimum tax was based on a taxpayer’s
gross payroll. The amounts ranged from $100 t6C81,,although in the 2004 and 2005 tax
years, the $1,500 amount was temporarily rais&% 000 and $10,000. Also in those two
tax years, taxpayers with gross payroll betwee®EHE. and $500,000 paid $100 instead of
the $225 amount in effect for tax years prior t6£2@nd in 2006 and 2007.

Data Sources
The major sources of data used to compute thexpgnditure estimates include:
e 2009 Article 9-A Corporation Franchise Tax (CFT)@®t File — This file, compiled
by the Department of Taxation and Finance, incluakesorporations filing under
Article 9-A except certain fixed minimum tax filee&id S corporations. It includes
selected data items from the tax returns for eacpazation.

e Congressional Joint Committee on Taxation (JCT)inkzges of Federal Tax
Expenditures and relevant fiscal analyses.

Methodology

The projections of the tax expenditures from 2@02013 use a variety of economic
forecast variables.

Simulations and queries of the study file genetiaéebase case and forecast tax
expenditures.

Because no data for Federal exclusion items wdmelisted in the Appendix exist at
the State level, the estimates of the Federalxperaditure items come from prorations of
JCT estimates to New York.

Tax expenditures whose values are less than $llidmare considered minimal and
are designated by an asterisk.

The study file is comprised of taxpayers whosadiperiod began in 2009.
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Table 3

2013 New York State Article 9-A Tax Expenditure Estimates

(2009 Total Corporate Franchise Tax Liability = $1,745.0 Million)

(Millions of Dollars)

History Forecast Reliability
Tax Item 2005 2006 2007 2008 2009 2013 Level
New York Modifications to Federal Taxable Income
1. Exclusion of Interest, Dividends, and Capital Gains from  2,919.1  2,603.3 1,796.1 592.3 1,031.2 1,039.0 1
Subsidiary Capital
2. Deduction of Fifty Percent of Dividends from Non- 67.1 57.3 20.9 12.5 22.9 24.0 1
Subsidiary Corporations
3. New Small Business Exemption (Capital Base only) N/A N/A N/A N/A N/A N/A 5
4. Deduction of Receipts from School Bus Operation N/A N/A N/A N/A N/A N/A 5
5. Exclusion of Income for Foreign Airlines N/A N/A N/A N/A N/A N/A 5
Allocation Percentages
6. Optional Treatment of Cash 4.9 9.4 8.9 22.3 20.9 21.0 1
Credits
7. Investment Tax Credit, Retail Enterprise Tax Credit, 100.4 1135 99.0 106.5 106.6 104.0 1
Employment Incentive Credit, and Rehabilitation Credit for
Historic Barns”
8. Investment Tax Credit for the Financial Services Industry* 13.2 17.1 6.8 20.5 18.6 15.0 1
9. Credit for Servicing SONYMA Mortgages® * * 0.0 0.0 0.0 * 1
10. Special Additional Mortgage Recording Tax Credit* 5.4 7.0 7.0 3.4 3.9 5.0 1
11. Empire Zone (EZ) and Qualified Empire Zone Enterprise
(QEZE) Credits*
a. EZ Investment Tax Credit and Employment Incentive 22.3 53.7 30.9 32.3 21.8 30.0 1
Credit
b. EZ and Zone Equivalent Area Wage Tax Credit 27.4 31.3 28.9 23.4 14.6 20.0 1
c. EZ Capital Credit 0.1 0.2 0.1 0.1 * * 1
d. QEZE Real Property Tax Credit 82.5 106.7 118.6 119.0 128.0 135.0 1
e. QEZE Tax Reduction Credit 28.4 43.0 30.8 31.7 28.5 30.0 1
12. Farmers’ School Property Tax Credit 0.9 11 11 11 1.2 1.0 1
13. Credit for Employment of Persons with Disabilities* * * 0.1 * * * 1
14. Qualified Emerging Technology Company (QETC) Credits’
a. QETC Capital Tax Credit * * * * * * 1
b. QETC Employment Credit 1.2 1.0 0.3 0.4 0.4 1.0 1
15. Low-Income Housing Credit’ 0.0 0.0 * 0.0 * * 1
16. Credit for Purchase of an Automated External Defibrillator* * * * 0.1 * * 1
17. Green Building Credit* 0.0 1.2 1.2 1.2 3.7 4.0 1
18. Long-Term Care Insurance Credit * * 0.1 0.1 0.2 * 1
19. Empire State Film and Commercial Credits
a. Empire State Film Production Credit 14.2 39.8 61.4 137.1 102.6 338.0 1
b. Empire State Film Post Production Credit -- -- -- -- -- 7.0 5
c. Empire State Commercial Production Credit - - 0.6 1.6 0.8 7.0 1
20. Security Training Tax Credit* 0.0 0.3 0.4 0.3 0.2 * 1
21. Brownfields Tax Credits’
a. Brownfield Redevelopment Tax Credit 0.0 42.7 126.4 32.4 8.7 170.0 1
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History Forecast Reliability
Tax Item 2005 2006 2007 2008 2009 2013 Level
b. Remediated Brownfield Credit for Real Property Taxes 0.0 0.1 15 2.6 2.8 3.0 1
c. Environmental Remediation Insurance Credit 0.0 0.1 0.1 0.0 0.0 * 1
22. Biofuel Production Credit* -- 0.0 0.0 0.0 * * 1
23. Land Conservation Easement Credit * - * * * * * 1
24. Clean Heating Fuel Credit* - * * * * * 1
25. Credit for Rehabilitation of Historic Properties* - - 0.3 * * 1.0 1
26. Excelsior Jobs Program Tax Credit -- -- -- -- -- 75.0 5
27. Credit for Companies Who Provide Transportation to - - - - - * 5
Individuals with Disabilities
28. Economic Transformation and Facility Redevelopment -- -- -- -- -- 27.0 5
Program Tax Credit
29. New York Youth Works Tax Credit -- -- -- -- -- 5.0 5
30. Empire State Jobs Retention Program Tax Credit - - - - - * 5
31. Beer Production Credit* - - - - - 3.0 5
Corporate Exemptions
32. Exempt Companies N/A N/A N/A N/A N/A N/A 5
33. Companies Whose Income "Passes Through" to
Shareholders
a. Real Estate Investment Trusts (REITs)? N/A N/A N/A N/A N/A N/A 5
b. Regulated Investment Companies (RICs)” N/A N/A N/A N/A N/A N/A 5
34. Businesses Using Fulfillment Services N/A N/A N/A N/A N/A N/A 5
35. Corporate Parent with Bank and Insurance Subsidiaries or 5.3 10.7 14.2 9.8 16.7 17.0 1
Gas and Electric Subsidiaries
36. Homeowners Association Exemption from Fixed Dollar N/A N/A N/A N/A N/A N/A 5
Minimum Tax
Preferential Tax Rates
37. Qualifying Small Business Corporations 9.4 10.3 6.8 6.6 6.0 6.0 1
38. Capital Base Liability Cap Reduction for Manufacturers and 2.0 3.3 4.4 4.2 13.2 2.0 1
QETCS®
39. Manufacturer and QETC Rate - - 4.9 3.4 4.5 5.0 1
40. Eligible Qualified New York Manufacturer Tax Reduction - - - - - 25.0 5

1/ A new tax expenditure item, a revision of the methodology or revisions in the data sources resulting in an estimate which better reflects
the tax expenditure value.

2/ The income of a REIT or RIC which is passed through to its shareholders is not subject to entity level taxes imposed by the Federal
government. (The income of the REIT or RIC that is paid to its shareholders is subject to individual income taxes imposed on the
shareholders). New York conforms to the Federal government’s treatment of REIT or RIC income. As a result, the Federal taxable
income, which is the starting point for determining the State tax liability, of a REIT or RIC is minimal or zero. Thus, the New York State
tax returns filed by a REIT or RIC do not provide the data necessary to determine or estimate the value of this tax expenditure.

3/ In 2005, the liability cap only applied to manufacturers. For tax years beginning on or after January 1, 2008, the cap was extended to
QETCs.

4/ For tax years 2010, 2011, and 2012, credits subject to deferral.

* Less than $0.1 million
-- The tax expenditure was not applicable for these years
N/A No data available
d/ Tax Law provisions prohibit disclosure of data
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New York Modifications to Federal Taxable Income

In computing New York entire net income (ENI), ikt 9-A allows certain
modifications to Federal taxable income.

1. Exclusion of Interest, Dividends, and Capital Gaingrom Subsidiary Capital
Citation: Section 208(9)(a)(1)
Effective Date: Effective for tax years beginning on or afterulay 1, 1944
Description: In computing New York entire net income, taxpayesy subtract
dividends, interest, and gains derived from sulbsydcorporations (other than
DISCs) that are not part of the combined filingitgrfrom Federal taxable income.
Estimates:2009: $1,031.2 million — 2013: $1,039.0 million
Data Source:CFT Study File
Reliability: Level 1

2. Deduction of Fifty Percent of Dividends from Non-Sbsidiary Corporations
Citation: Section 208(9)(a)(2)
Effective Date: Effective for tax years beginning on or afterulay 1, 1944
Description: A New York corporation may deduct 50 percentigfdiend income
received from non-subsidiary corporations (othantBISCs) from Federal taxable
income. For tax years beginning on or after Janiat 989, New York conforms to
IRC Section 246(c); stock must be held for 45 daysnore to qualify for the
deduction.
Estimates:2009: $22.9 million — 2013: $24.0 million
Data Source: CFT Study File
Reliability: Level 1

3. New Small Business Exemption (Capital Base only)

Citation: Section 210(1-c)

Effective Date: Effective for tax years beginning on or afterulay 1, 1981

Description: The law exempts new small businesses from thieetsed on allocated

business and investment capital. This exemptiqgotiepto the first two years of

operation of a business that:

e oOperates as a small business corporation as defiméet the Internal Revenue
Code;

e has at least 90 percent of its assets and 80 pgertes employees located and
employed within New York State;
is not a subsidiary of a taxable New York corpanatiand

e is not a corporation which is substantially simitabperation and in ownership
to a business entity (or entities) previously td&amder Article 9-A.

Estimate: No data available

Reliability: Level 5

4. Deduction of Receipts from School Bus Operation
Citation: Section 208(9)(a)(4)
Effective Date: Effective for tax years beginning on or afteruany 1, 1962
Description: A taxpayer may exclude income and deductions wetpect to
amounts received from school districts and nonpnadligious, charitable, or
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educational organizations for the operation of sthmuses in determining a
corporation’s taxable entire net income.

Estimate: No data available

Reliability: Level 5

5. Exclusion of Income for Foreign Airlines
Citation: Section 208(9)(c-1)
Effective Date: The law applies income provisions retroactivédaouary 1, 1989;
the allocation of foreign airlines’ business caecame effective for taxable years
beginning on or after January 1, 1994
Description: Certain foreign airlines may exclude all incoment international
operations of aircraft effectively connected to theited States, foreign passive
income, and income earned overseas from overseaatimms of aircraft from entire
netincome. These foreign airlines may also exxhubsiness and investment assets
connected with such exempt income from the capaak tax. These tax benefits
apply provided the “home country” provides simita@atment to United States
airlines.
Estimates:No data available
Reliability: Level 5

Allocation Percentages

Business corporations are subject to tax onlyhenptortion of their income and
capital attributable to New York activities. Cogsently, formulas have been devised
(called allocation percentages) for the purposetérmining the portion of a corporation’s
business income and capital, investment incomeapital, and subsidiary capital taxable in
New York. The tax provisions listed in this sentare the consequence of preferences given
through the calculation of the allocation perceatagontained in Article 9-A.

6. Optional Treatment of Cash
Citation: Section 208(7)
Effective Date: Effective for tax years beginning on or after.ulay 1, 1944
Description: Taxpayers with investment capital may elect fwrecash as either
investment or business capital. Taxpayers reprtash as investment capital
allocate using the generally lower investment atmn percentage.
Estimates: 2009: $20.9 million — 2013: $21.0 million
Data Source: CFT Study File
Reliability: Level 1

Credits

Credits include amounts that the taxpayer mayaatin calculating New York tax
liability or request as a refund or apply as a paymfor the next tax period. Full
descriptions of all the tax credits available unéigicle 9-A as well as other tax articles are
contained in the Cross-Article Tax Credits sectbthis report. For tax years 2010, 2011,
and 2012, taxpayers are required to defer the ndeedfund of certain tax credits if they
exceed $2 million in aggregate.
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The following summary table presents total cradibunts for Article 9-A tax credits

and their various components for the most recear yer which there is data. The
definitions of the components are:

Credit earned — the amount of credit generatetierctirrent tax year.

Unused credit from the prior year — amounts carfoed/ard from the previous tax
year.

Recaptured credit — amounts that taxpayers hadltract from credit available
because the basis for the credit was no longeifipahl

Credit claimed — credit available less recaptunestlit; the claimed amount also
reflects the impact of any statutory credit limiat.

Credit used — amounts of credit actually appliedi®taxpayer to reduce liability.
Refundable credit — the amount of excess crediere/lapplicable, requested as a
refund by the taxpayer or applied as a paymerttdmext tax period.

Credit carried forward — unused, unrefunded amooitsedit allowed to offset tax
liability in future years.

The amount of credit used plus refunded is theetependiture for the year. For

additional detail on credits, see the Office of TRalicy Analysis’ annual publication,
Analysis of Article 9-A General Business Corporation Franchise Tax Credits.
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Article 9-A Tax Credits in 2009

(§ in millions)
Unused
Total Credit Total Credit
Credit  from the Credit  Recaptured Credit  Credit  Refundable Carried
Prior

Earned Year  Available Credit  Claimed Used Credit!  Forward
Investment Tax Credit $163.3  $1,2080  $1,3714 $8.7 $1,3396 $106.2 $04  $1,233.0

Investment Tax Credit for the Financial
Services Industry 15.1 35.3 50.5 6.4 441 18.6 0.0 255
Mortgage Servicing Tax Credit 0.0 0.0 0.0 0.0 0.0 0.0 - 0.0

Special Additional Mortgage Recording
Tax Credit 3.6 4.1 8.0 0.0 8.0 1.1 2.8 4.1
Empire Zone Credits 344.8 1,122.5 1,467.3 2.0 1,429.7 73.7 1194 1,236.6
Farmers' School Tax Credit 1.2 0.6 1.9 0.0 1.9 0.0 1.2 0.7

Credit for Employment of Persons with
Disabilities 0.1 0.0 0.1 0.0 0.1 0.1 - 0.0
QETC Employment Credit 04 0.0 04 0.0 04 d/ 04 0.0
QETC Capital Tax Credit 0.0 d/ d/ 0.0 d/ d/ 0.0 d/
Low-Income Housing Credit d/ d/ d/ 0.0 d/ d/ - d/

Credit for Purchase of an Automated
External Defibrillator 0.0 0.0 0.0 0.0 0.0 0.0 - 0.0
Green Building Credit d/ 0.0 d/ 0.0 d/ d/ - d/
Long-Term Care Insurance Credit 0.3 04 0.7 0.0 0.7 0.2 - 05
Empire State Film Production Credit? 225.6 0.0 225.6 0.0 102.6 7.8 94.8 122.9
Empire State Commercial Production

Credit 0.8 04 1.1 0.0 1.1 0.0 0.8 04
Security Officer Training Tax Credit d/ 0.0 d/ 0.0 d/ 0.0 d/ 0.0
Brownfield Tax Credits 11.5 0.0 11.5 0.0 11.5 0.0 11.5 0.0
Biofuel Production Credit d/ 0.0 d/ 0.0 d/ 0.0 d/ 0.0
Conservation Easement Tax Credit 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Clean Heating Fuel Credit 0.0 0.0 0.0 0.0 0.0 d/ d/ 0.0
Historic Properties Rehabilitation Credit 0.0 d/ d/ 0.0 d/ d/ - d/
Total®  $771.2  $2,371.8  $3,143.4 $17.1  $29446  $211.4 $231.4  $2,624.7

1 Credit refunded includes amounts eligible for refund, but instead claimed as an overpayment applied against next year's tax liability
at the discretion of the taxpayer.

2 The amount of credit claimed only reflects amounts that will be used and refunded during the tax year. The amount of credit carried forward is

the amount that was deferred due to

the biftrifurcation rules of the credit. It will be utilized in the following year or two years depending on the size of the

respective credit amount earned.

3Total row reflects the vertical summation of the individual credit components. Horizontal calculations within the row are not valid.
Totals may not add due to rounding.

d/ Tax Law provisions prohibit the

disclosure of data.

Corporate Exemptions
Certain entities are exempt from the Article 9-@&porate franchise tax.

7. Exempt Companies
Citation: Sections 3 and 209(4)(5)(6)(7) and (9)
Effective Date: Certain companies have been exempt from tax g\nitele 9-A
was enacted in 1944. Other exemptions have bededaover the years as new

44



CORPORATION FRANCHISE TAX

entities have been granted an exemption legislgitoren accordance with Federal
exemption language. The approximate effective diagach of the following types
of companies or organizations is noted in paremethafter each item.
Description: The following companies or organizations are gxefmom taxation
under Article 9-A:

Limited Profit Housing Companies (6/7/74)

Limited Dividend Housing Companies (1/1/74)

Trust Companies organized under a law of New Yalilgf the stock of which is
owned by not less than 20 savings banks organirddrwa law of New York
(3/31/44)

Urban Development Corporation and its subsidigiél/69)

Domestic corporations exclusively engaged in therafon of one or more
vessels in foreign commerce (3/31/44)

Domestic International Sales Corporations (DIS@s)the extent a DISC is
required to have its income imputed to its shamdrsl (1/1/71)

Passive Trusts (3/31/44)

Certain corporations organized other than for pesfd those corporations which
are generally exempt from Federal tax by the IrdeiRevenue Code (3/31/44)
Corporations exempt pursuant to Federal Public 8&¥272 wherein a foreign
corporation has limited its activities in New Yaidk the mere solicitation of
orders by its employees or representative (9/14/59)

Real Estate Mortgage Investment Conduits (REMICAK)/87)

Industrial Development Agencies (1/1/69)

Housing Development Fund Companies (7/24/86)

Corporations exempt from tax under IRC Sectiong&02) and (25) (1/1/87)
Certain cooperative heating and cooling servicepames that are organized
without capital stock and that are exempt from paxsuant to IRC Section
501(c)(12). Such corporations pay an annual f&16fto the Commissioner of
Taxation and Finance in lieu of all corporatiomfthise taxes. (1/1/95)

Estimate: No data available
Reliability: Level 5

Companies Whose Income “Passes Through” to Shareludrs

a.

Real Estate Investment Trusts (REITS)

Citation: Section 209(5)

Effective Date: Effective for tax years beginning after Decembgr1972
Description: To the extent that the REIT passes through ternre to the
shareholders, the REIT is exempt from the frandaise The shareholders have
their dividend or distributed gain taxed at theunarate of tax, usually under the
Personal Income Tax. Any undistributed incomehag/REIT would be subject
to the franchise tax. Effective for taxable ydagginning on or after January 1,
2007, REITs that were subsidiaries of corporatedinégse taxpayers were
required to file combined with their parents and ot receive preferential tax
treatment at the entity level. Effective for taxay® beginning on or after
January 1, 2008, the 2007 combined reporting nwkm® modified to require
captive REITs to now file combined with their cleseontrolling stockholder.
Estimate: No data available
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9.

10.

Reliability: Level 5

b. Regulated Investment Companies (RICS)
Citation: Section 209(7)
Effective Date: Effective for tax years beginning after Decem®&r1980
Description: To the extent that the RIC passes through itenme to the
shareholders, the RIC is exempt from the franctaigse The shareholders have
their dividend or distributed gain taxed at theunarate of tax, usually under the
Personal Income Tax. Any undistributed incomehgyRIC would be subject to
the franchise tax. Effective for tax years begignon or after January 1, 2007,
RICs that were subsidiaries of corporate franctagpayers were required to file
combined with their parents and did not receivéguential tax treatment at the
entity level. Effective for tax years beginning anafter January 1, 2008, the
2007 combined reporting rules were modified to nexjcaptive RICs to now file
combined with their closest controlling stockholder
Estimate: No data available
Reliability: Level 5

Businesses Using Fulfillment Services

Citation: Sections 208(19) and 209(2)

Effective Date: September 1, 1997

Description: A corporation shall not be deemed to be doingnass, employing
capital, owning or leasing property, or maintainamgoffice in the State for purposes
of the Corporation Franchise Tax by reason of $eaf fulfillment services of an
entity other than an affiliated entity and the ovemg of property stored on the
premises of such entity in conjunction with suctvees. Fulfillment services are
defined as the: acceptance of orders; responsesngumers inquiries; billing
collection activities; and shipment of orders framinventory of products regularly
offered for sale by the purchaser of such services.

Estimate: No data available

Reliability: Level 5

Corporate Parent with Bank and Insurance Subsidiares or Gas and Electric
Subsidiaries

Citation: Section 210(1)(e)(2)

Effective Date: Effective for tax years beginning after DecemBg&r 1999 for
corporate parents with bank and insurance subgdiafor corporate parents with
gas and electric subsidiaries, the 30 percent sikuiluis effective for tax years
beginning on or after January 1, 2000; the 100gu@rexclusion applies to tax years
beginning on or after January 1, 2001.

Description: A corporate parent is allowed to exclude fronsitesidiary capital tax
base, capital attributable to subsidiaries taxalvider Article 32 (bank) or 33
(insurance) taxes. The corporate parent is dieead to exclude from its subsidiary
capital tax base, capital attributable to gas daedtic subsidiaries taxable under
Section 186 of the Tax Law.

Estimate: 2009: $16.7 million — 2013: $17.0 million

Data Source: CFT Study File

Reliability: Level 1
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11.

Homeowners Association Exemption from Fixed DollaMinimum Tax

Citation: Section 210(1)

Effective Date: Effective for tax years beginning on or afteruany 1, 2000
Description: Article 9-A exempts qualified homeowners assadorat that have no
homeowner’s taxable income from payment of thedigellar minimum tax. The
associations would still be subject to the othgalde bases under Article 9-A, if
applicable.

Estimates: No data available

Reliability: Level 5

Preferential Tax Rates

12.

13.

Qualifying Small Business Corporations

Citation: Section 210(1)(a)(iv)

Effective Date: Effective for tax years beginning after DecemBr1986
Description: Special tax rates apply to corporations thatiuas small business
taxpayers. The law defines a small business tatpay a taxpayer that meets the
Federal definition of a small business (IRC Sectid##4(c)(3)) and that has
worldwide entire net income (ENI) of not more t%&#90,000 for the taxable year.
Prior to the 2005 tax year, small business taxgayih an ENI base of $200,000 or
less paid a 6.85 percent rate. Taxpayers with\irbBse of more than $200,000 but
not more than $290,000 paid $13,700 plus 7.5 peofehe amount over $200,000,
plus 3.25 percent of the amount over $250,000.

For tax years beginning on or after January 1, 20@5preferential small business
rate was lowered and the ENI threshold was rais&390,000. Taxpayers with an

ENI base of $290,000 or less paid a 6.5 perceat rBaxpayers with an ENI base of
more than $290,000 but not more than $390,000%#8¢B50 plus 7.5 percent of the

amount over $290,000 plus 7.25 percent of the atmmar $350,000. To account

for changes in the Article 9-A rate, starting ir y@ars beginning on or after January
1, 2007, taxpayers with an ENI base of $290,00@&ss continued to pay a 6.5

percent rate. However, taxpayers with an ENI lzdseore than $290,000 but not

more than $390,000 pay $18,850 plus 7.1 perceheamount over $290,000, plus
4.35 percent of the amount over $350,000.

Estimates: 2009: $6.0 million — 2013: $6.0 million

Data Source: CFT Study File

Reliability: Level 1

Capital Base Liability Cap Reduction for Manufacturers and Qualified
Emerging Technology Companies (QETCS)

Citation: Section 210(1)(b)(1)(vi)

Effective Date: Effective for tax years beginning on or after ukny 1, 2005;
Effective for QETCs for tax years beginning on fieaJanuary 1, 2008
Description: The maximum liability under the capital base 1sriillion, except
taxpayers that are manufacturers or QETCs are cutbj@ lower cap of $350,000.
For tax years beginning on or after January 1, 20@Bbefore January 1, 2011, the
non-manufacturer/non-QETC cap was temporarily chieeb10 million.
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14.

15.

Estimates: 2009: $13.2 million — 2013: $2.0 million
Data Source:CFT Study File
Reliability: Level 1

Manufacturer and QETC Rate

Citation: Section 210(1)(a)

Effective Date: Effective for tax years beginning on or afteruay 31, 2007
Description: Taxpayers that are manufacturers or QETCs ajjecub a reduced
ENI rate of 6.5 percent.

A manufacturer is defined as “a taxpayer...principally engagedhapgroduction of
goods by manufacturing, processing, assemblingnimgf mining, extracting,
farming, agriculture, horticulture, floricultureiticulture, or commercial fishing.”
The generation and distribution of electricity, thstribution of natural gas, and the
production of steam associated with the generatforlectricity is specifically
excluded.

To qualify for the special manufacturing rate,>@&yer must meet two tests. First,
the taxpayer, or the combined group, must be grallyi engaged in manufacturing.
This test is satisfied if more than 50 percenthwd taxpayer's or group’s gross
receipts are derived from the sale of goods pradlbgethe activities listed above.

The second test requires the taxpayer to have raetouing property in New York
State with a federal adjusted basis of at leashifiion or have all of its real and
personal property located in New York State.

A taxpayer who meets the definition of a QETC ircti®en 3102-e of the Public
Authorities Law is considered a manufacturer anéxempt from the two-part
manufacturing test described above. To qualifyaaQETC for the special
manufacturing rate, a taxpayer is exempt from tB& Q- specific $10 million total
annual product sales limitation, but must stilisgtone of two other QETC tests:
the primary products or services test; or the reseand development funds to net
sales ratio test.

Estimates: 2009: $4.5 million — 2013: $5.0 million

Data Source: CFT Study File

Reliability: Level 1

Eligible Qualified New York Manufacturer Tax Reductions

Citation: Section 210(1)(a)(vi), 210(1)(c)(ii), 210(1)(d)

Effective Date: Effective for tax years beginning on or afterulay 1, 2012 and

before January 1, 2015.

Description: Taxpayers meeting additional guidelines beyomsehdescribed in

item 14 above are eligible for the following taxsbareferences:

» entire net income rate of 3.25 percent;

« alternative minimum tax rate of 0.75 percent; and

+ fixed dollar minimum amounts equal to half the amiswapplicable to all other
taxpayers.

Estimates: 2009: Not Applicable — 2013: $25.0 million
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Data Source: New York State Division of the Budget
Reliability: Level 5
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This section of the report provides tax expenditestimates for 40 separate
provisions of the Franchise Tax on Banking Corpongt The list of expenditures contained
in Table 4 is based on the Tax Law as of Janua?2913. The estimates are based on data
from the 2009 tax year, the latest year for whigticke 32 tax return data are available.
They are also extrapolated to the 2013 tax yeatal bank tax liability has been included to
provide a benchmark for the tax expenditure esesial he tax years refer to both the 2009
and 2013 calendar tax years and fiscal tax yeaysbi&g in 2009 and 2013.

Description of Tax

Article 32 imposes a franchise tax on banking ocapons for the privilege of doing
business in New York. Under Article 32, a bankis liability equals the larger of:

e 7.1 percent of allocated entire net income;

e 0.01 percent on each dollar of allocated assethi¢exl rates of 0.002 percent or
0.004 percent apply to a bank that meets certaterier based on its net worth to
asset ratio and the percentage of mortgages intlndés total assets);

e 3 percent of allocated alternative entire net inepar
e a fixed dollar minimum tax of $250.

Corporations doing business within and withoutStete use formula apportionment
to determine the portion of the tax base (i.eirenet income, alternative entire net income,
or assets) attributable to New York. Taxpayersimeine the base allocable to New York by
multiplying the unallocated base by an allocatiercentage based on the ratio of receipts,
deposits, and payroll earned or paid in New Yorkhtuse everywhere. The receipts and
deposits factors are double-weighted. The pafaotbr is single-weighted, but taxpayers
can discount 20% of New York wages, salary, andp=oreation.

Calculation of the taxes on allocated entire nebime or allocated alternative entire
net income starts with Federal taxable income, Whicludes certain exclusions and
deductions. Taxpayers then make several New Yadkfications and allocate the income
to arrive at New York entire net income, which isltiplied by the tax rate. Alternative
entire net income is the same as entire net inceruept that the deductions for subsidiary
interest, subsidiary dividends, and interest onegoment obligations are not allowed. In
addition, the factors of the alternative incomeedition percentage are single-weighted. A
three percent tax rate applies to allocated altenancome.

The tax on allocated taxable assets starts withiakpayer’s total assets. Taxable
assets equal total assets minus assets attributabtee Federal Deposit Insurance
Corporation (FDIC) and Federal Savings and Loarurbnsce Corporation (FSLIC).
Taxpayers multiply the total by their allocatiorrgentage. The tax rate imposed on this
amount (0.01 percent, 0.002 percent, or 0.004 p&rcis determined by the taxpayer’s
net-worth-to-assets ratio and the percentage tdaiss secured by mortgages.
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Taxpayers apply certain credits against the higtaasliability to determine their
after-credit tax liability.

Many of the exclusions, deductions, modificatioalpcation percentages, and
credits discussed above give rise to the tax experd listed and estimated in this section.

Data Sources

The major data sources used to compute the taeneitpre estimates for the Article
32 Bank Tax include:

e 2009 Bank Tax Study File — This file, compiled hg tDepartment of Taxation and
Finance, includes all banks filing under Article 3Phe file is used to simulate the
tax expenditure items.

e Congressional Joint Committee on Taxation (JCT)inkedes of Federal Tax
Expenditures — Since no data for Federal exclus@ms are available at the State
level, Federal tax expenditure items estimatedhbyCT are prorated to New York.

Methodology

The projections of the tax expenditure from 2002013 use a variety of forecast
variables. Projections of items under Federaliesichs from income in the Appendix were
taken from JCT estimates of Federal tax expenditwaed prorated to New York.
Projections were computed using historical trends.

Tax expenditures whose values are less than $llidmare considered minimal and
are designated by an asterisk.
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Table 4
2013 New York State Bank Tax Expenditure Estimates

(2009 Total Bank Tax Liability = $735.4 Million)
(Millions of Dollars)

History Forecast Reliability
Tax Item 2005 2006 2007 2008 2009 2013 Level
New York Modifications to Federal Taxable Income
1. Deduction of Money Received from the FDIC and FSLIC 0.0 0.0 0.0 0.0 * * 1
2. Deduction for Eligible Net Income of IBFs 0.1 1.9 1.8 4.5 * * 1
3. Deduction of 17 Percent of Interest Income from Subsidiary 6.3 29.7 11.9 1.2 1.3 1.0 1
Capital
4. Deduction of 60 Percent of Dividend Income and Excess 95.9 143.1 84.7 31.4 33.9 34.0 1
Gains from Subsidiary Capital
5. Deduction of 22.5 Percent of Interest Income from 12.2 155 5.4 3.7 3.2 3.0 1
Government Obligations
Alternative Bases
6. Reduced Rate of Asset-Based Tax for Banks Meeting Net * * * 1.4 0.1 * 1
Worth and Mortgage Holdings Criteria
7. Exclusion of Money Received from FDIC and FSLIC from 0.0 0.0 0.0 * * * 1
Asset Based Tax
Allocation Percentages
8. Discounting of the Wage Factor in the Calculation of Entire 26.8 30.8 26.7 28.4 24.8 25.0 1
Net Income and Taxable Assets Allocation Percentages
9. Exclusion of Wages of Executive Officers in the Calculation of N/A N/A N/A N/A N/A N/A 5
Entire Net Income, Alternative Entire Net Income, and
Taxable Assets Allocation Percentages
10. IBF Formula Allocation Election 28.9 37.2 30.3 33.0 22.6 23.0 1
Credits
11. Investment Credit for Financial Services Industry® 3.9 1.6 1.4 11.6 14.9 15.0 1
12. Mortgage Servicing Tax Credit 7.1 8.7 5.8 7.7 5.7 7.0 1
13. Special Additional Mortgage Recording Tax Credit* 19.9 14.3 15.4 19.6 14.5 15.0 1
14. Empire Zone (EZ) and Qualified Empire Zone Enterprise
(QEZE) Credits*
a. EZ and Zone Equivalent Area Wage Tax Credit 14.8 1.2 0.9 0.2 0.7 1.0 1
b. EZ Capital Credit * * * * * * 1
c. QEZE Real Property Tax Credit 2.7 2.7 3.1 4.9 10.6 11.0 1
d. QEZE Tax Reduction Credit 6.9 4.4 0.9 1.2 1.2 1.0 1
15. Credit for Employment of Persons with Disabilities® 0.0 0.0 0.0 0.0 0.0 * 1
16. Low-Income Housing Credit* 0.4 0.5 0.3 4.1 8.0 10.0 1
17. Credit for Purchase of an Automated External Defibrillator* 0.0 * * * 0.0 * 1
18. Green Buildings Credit* 0.0 0.0 0.0 0.6 6.2 6.0 1
19. Long-Term Care Insurance Credit * * * 0.0 * * 1
20. Security Training Tax Credit* 0.0 0.0 0.0 0.0 0.0 * 1
21. Brownfields Tax Credits®
a. Brownfield Redevelopment Tax Credit 0.0 1.3 0.0 2.1 59.1 5.0 1
b. Remediated Brownfield Credit for Real Property Taxes 0.0 0.0 0.0 0.0 0.0 * 1
c. Environmental Remediation Insurance Credit 0.0 0.0 0.0 0.0 0.0 * 1
22. Credit for Rehabilitation of Historic Properties® -- -- -- -- -- 1.0 5
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History Forecast Reliability
Tax Item 2005 2006 2007 2008 2009 2013 Level
23. Excelsior Jobs Program Tax Credits -- -- -- -- -- * 5
24. Economic Transformation and Facility Redevelopment - - - - - * 5
Program Tax Credit
25. Empire State Jobs Retention Program Credit - - - - - * 5
Corporate Exemptions
26. Exemption of Trust Companies Whose Capital Stock is * * * * * * 4
Owned by Twenty or More New York Savings Banks
27. Exemption of Federal and State Chartered Credit Unions 28.1 34.1 32.1 34.1 38.7 45.0 4

1/ For tax years 2010, 2011, and 2012, credits subject to deferral.
* Less than $0.1 million.
-- The tax expenditure was not applicable for these years.

N/A No data available.
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New York Modifications to Federal Taxable Income

In computing New York entire net income, Articl@ Bermits modifications to
Federal taxable income.

1. Deduction of Money Received from the Federal Depddnsurance Corporation
(FDIC) and Federal Savings and Loan Insurance Corp@tion (FSLIC)
Citation: Section 1453(e)(9)-(10)
Effective Date: Effective for tax years beginning on or afteruany 1, 1985
Description: A taxpayer may deduct certain money or other @riypreceived from
the FDIC or FSLIC to the extent not deductible gteimining Federal taxable
income.
Estimates:2009: Minimal — 2013: Minimal
Data Source: Bank Tax Study File
Reliability: Level 1

2. Deduction for Eligible Net Income of International Banking Facilities (IBF)
Citation: Section 1453(f)
Effective Date: Effective for tax years ending on or after Decentk, 1981
Description: An International Banking Facility is a separatecf asset and liability
accounts established for the purpose of receiviapgslits from, and extending credit
to, foreign individuals or businesses. IBFs areefifrom domestic reserve
requirements and limitations on interest rates awag be established by United
States banks as well as agencies of foreign baAkBnancial institution which
establishes an IBF within New York may deduct,omputing its entire net income,
the adjusted eligible net income of the IBF.
Estimates:2009: Minimal — 2013: Minimal
Data Source: Bank Tax Study File
Reliability: Level 1

3. Deduction of 17 Percent of Interest Income from Sudidiary Capital
Citation: Section 1453(e)(11)(i)
Effective Date: Effective for tax years beginning on or afterulay 1, 1985
Description: In computing New York entire net income, banksyrdaduct 17
percent of interest income from subsidiary capitabr purposes of calculating the
amount of the deduction, interest income from gilibsy capital is not reduced by
expenses directly or indirectly attributable to sdiary capital.
Estimates:2009: $1.3 million — 2013: $1.0 million
Data Source: Bank Tax Study File
Reliability: Level 1

4. Deduction of 60 Percent of Dividend Income and NeBains from Subsidiary
Capital
Citation: Section 1453(e)(11)(ii) and (iii)
Effective Date: Effective for tax years beginning on or afterulany 1, 1985; Net
gains added for taxable years beginning on or déieuary 1, 1994,
Description: In computing New York entire net income, banksymaduct 60
percent of dividend income and net gains from slibsy capital. For purposes of
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calculating the amount of the deduction, dividendome and net gains from
subsidiary capital are not reduced by expensesttirer indirectly attributable to
subsidiary capital.

Estimates: 2009: $33.9 million — 2013: $34.0 million

Data Source: Bank Tax Study File

Reliability: Level 1

5. Deduction of 22.5 Percent of Interest Income from Gernment Obligations
Citation: Section 1453(e)(12)
Effective Date: Effective for tax years beginning on or afteruany 1, 1985
Description: Taxpayers may deduct 22.5 percent of interestirgcon New York or
U.S. obligations, other than obligations held fesale in connection with regular
trading activities. For purposes of calculating #mount of the deduction, income
from New York and U.S. obligations is not reducg@kpenses directly or indirectly
attributable to that capital.
Estimates:2009: $3.2 million — 2013: $3.0 million
Data Source: Bank Tax Study File
Reliability: Level 1

Alternative Bases

Article 32 of the Tax Law provides that the frasehtax paid by a banking
corporation is to be determined by an asset-baseid it results in a tax that is greater than
that determined under the income or alternativerme bases or the $250 minimum tax.
Two tax expenditure items exist under the assetbtex.

6. Reduced Rate of Asset-Based Tax for Banks MeetingehNWorth and Mortgage
Holdings Criteria
Citation: Section 1455(b)(1)(i)-(iv)
Effective Date: Effective for tax years beginning on or afterulay 1, 1985
Description: Under the asset-based alternative tax, banksawmét worth below
5 percent of total assets and whose assets arerisechf at least 33 percent
mortgages are subject to reduced rates of 0.000020004. The regular rate of the
asset based tax equals 0.0001.
Estimates:2009: $0.1 million — 2013: Minimal
Data Source: Bank Tax Study File
Reliability: Level 1

7. Exclusion of Money Received from Federal Deposit Burance Corporation
(FDIC) and Federal Savings and Loan Insurance Corpation (FSLIC) from
Asset Based Tax
Citation: Section 1455(b)(1)(v)(A)

Effective Date: Effective for tax years beginning on or afterulay 1, 1985
Description: Under the asset based alternative tax, taxaBktsagdo not include
certain monies or other property received fromRB&C or the FSLIC.
Estimates:2009: Minimal — 2013: Minimal

Data Source: Bank Tax Study File

Reliability: Level 1
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Allocation Percentages

Banking corporations are taxed on the portiomeirtincome and assets attributable

to New York activities. Consequently, formulas @édween devised (called allocation
percentages) for the purpose of determining thegroof a banking corporation’s income
and assets taxable in New York. The tax experatlisted result from preferences given
through the calculation of the allocation perceatag

8.

10.

Discounting of the Wage Factor in the Calculation bEntire Net Income and
Taxable Assets Allocation Percentages

Citation: Section 1454(a), (b) and (d)

Effective Date: Effective for tax years beginning on or afteruany 1, 1985
Description: In computing both the entire net income and téxabsets allocation
percentages, the numerator of the wage factorsisodnted to 80 percent of the
taxpayer’'s wages, salaries, and other personalceecompensation during the
taxable year.

Estimates:2009: $24.8 million — 2013: $25.0 million

Data Source: Bank Tax Study File

Reliability: Level 1

Exclusion of Wages of Executive Officers in the Calllation of Entire Net
Income, Alternative Entire Net Income, and Taxable Assets Allocation
Percentages

Citation: Section 1454(a), (d)

Effective Date: Effective for tax years beginning on or afterulay 1, 1985
Description: The wages, salaries, and other personal sergropensation paid to
general executive officers are not included in tmenputation of a banking
corporation’s entire net income, alternative entie¢ income, and taxable asset
allocation percentages.

Estimate: No data available

Reliability: Level 5

International Banking Facility (IBF) Formula Alloca tion Election

Citation: Section 1454(b)(2)(A)

Effective Date: Effective for tax years beginning on or afteruany 1, 1985
Description: A banking corporation that establishes an IBfimitNew York may
deduct, in computing its entire net income, thausidid eligible net income of the
IBF. In lieu of this deduction, such banking caiggeon may elect to modify its
entire net income and alternative entire net incatecation percentages by
reducing payroll, receipts, and deposits (fromifprgersons) which are attributable
to the gross income of an IBF.

Estimates:2009: $22.6 million — 2013: $23.0 million

Data Source:Bank Tax Study File

Reliability: Level 1
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Credits

from their calculated New York tax liability. Ftax years 2010, 2011, and 2012, taxpayers

Credits are amounts stipulated by Article 32 baatking corporations may subtract

are required to defer the use and refund of certaix credits if they exceed
$2 million in aggregate. Descriptions of the teedits that are available under the Bank Tax
as well as other tax articles are contained inGhess-Article Tax Credits section of the

report.

Corporate Exemptions

11.

12.

Certain banks are exempt from taxation under k2 of the Tax Law.

Exemption of Trust Companies Whose Capital Stock i©wned by Twenty or
More New York Savings Banks

Citation: Section 1452(c)

Effective Date: Effective for tax years beginning on or afterulay 1, 1973
Description: Trust companies, all of whose capital stock imeavby 20 or more
savings banks organized under New York law, arengkdrom the corporation
franchise tax on banking corporations.

Estimates:2009: Minimal — 2013: Minimal

Data Source: Industry Data

Reliability: Level 4

Exemption of Federal and State Chartered Credit Urons

Citation: 12 U.S. Code Section 1768; I.R.C. Section 5014)JA); New York
State Banking Law Section 479

Effective Date: Effective March 13, 1945

Description: Pursuant to Federal law and the State Banking Eaderal and State
chartered credit unions are not subject to tax uAdicle 32.

Estimates:2009: $38.7 million — 2013: $45.0 million

Data Source: JCT estimates prorated to New York

Reliability: Level 4
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This section of the report provides tax expenditestimates for 41 separate
provisions of the corporate franchise tax on insoeacompanies. The list of tax
expenditures contained in Table 5 is based on thellBw as of January 1, 2013. The
estimates are based on data from the 2009 tax thealgtest year for which Article 33 tax
return data are available. They are also extrégaln the 2013 tax year. The tax years
refer to both the 2009 and 2013 calendar yeardiscal tax years beginning in 2009 and
2013. Total insurance tax liability for the 20@% tyear has been included to provide some
perspective to the tax expenditure estimates.

Description of Tax

Article 33 imposes a franchise tax on insurancenganies. There are two
components of the tax: (1) an income tax basethetmigher of four bases plus a tax on
subsidiary capital; and (2) a tax based on grogctdpremiums written on State-located
risks or residents in the State. Life insuranapamations are subject to both the income tax
component and the premiums tax. Non-life insuraocgorations are subject only to the tax
on premiums.

The income tax component is based on one of fternative bases. A life insurance
corporation’s tax liability for this component iased on the alternative that results in the
largest tax, plus an additional 0.08 percent tagubsidiary capital allocated to New York.
The four bases are:

e 7.1 percent of allocated entire net income; or

e 0.16 percent on allocated business and investnagitad; or

e 9 percent of entire net income plus officers’ Sakatess specified deductions; or
e a fixed dollar minimum tax of $250.

The second component of the Article 33 tax isxaotagross premiums, less return
premiums thereon, written on risks located or msidh New York. The rate of the tax on
premiums varies according to the type of insurarstecovered by a premium. However,
accident and health premiums are taxed at diffeetas dependent on the type of insurer. A
0.7 percent tax rate applies to premiums receiyamblporations licensed as life and health
insurers, including premiums on accident and healttiracts. A 2.0 percent tax rate applies
to premiums written by corporations licensed apprty and casualty insurers. However, a
1.75 percent tax rate applies to premiums on aotidad health contracts written by
property and casualty insurers.

Life insurance corporations doing business witma without the State allocate
entire net income, business and investment caital, entire net income plus officers’
salaries bases to New York based on weighted ratipemiums and wages earned or paid
in New York to those earned or paid everywhere.

In computing the Article 33 tax, life insurancerporations add the tax on gross
premiums to the highest of the four alternativeetax The total tax liability of the two
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components, less Empire Zone (EZ) credits, canaarbater than 2 percent or less than
1.5 percent of taxable premiums. Taxpayers may tte@m other credits against the total
tax liability. The Article 33 tax for non-life insance corporations is solely the tax on gross
premiums, although a fixed dollar minimum tax ob®still applies.

Many of the exclusions, deductions, modificatioalpcation percentages, and
credits discussed above give rise to the tax experd listed and estimated in this section.

Data Sources

The major sources of data used to compute thexpenditure estimates under
Article 33 Insurance Tax include:

e 2009 Article 33 Insurance Tax Study File — Thig fitompiled by the Department
of Taxation and Finance, includes the tax retufrelonsurance companies filing
under Article 33. The file is used to simulatetad expenditures with the exception
of Federal exclusion items.

e Congressional Joint Committee on Taxation Estimaft€gderal Tax Expenditures
— No data are available for Federal items at th#eSével. Federal tax expenditure
items estimated by the JCT are prorated to New .York

e New York State Department of Financial Servicesegate data.

Methodology

The projections of the tax expenditures from 2@02013 use a variety of economic
forecast variables. Projections of items undereFadexclusions from income in the
Appendix were taken from JCT estimates of Fedasakkpenditures and prorated to New
York.

Tax expenditures whose values are less than $lidnmare considered minimal and
are designated by an asterisk.
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Table 5

2013 New York State Insurance Tax Expenditure Estimates
(2009 Total Insurance Tax Liability = $1,099.0 Million)
(Millions of Dollars)

History Forecast Reliability
Tax Item 2005 2006 2007 2008 2009 2013 Level
New York Modifications to Federal Taxable Income
1. Exclusion of Interest, Dividends, and Capital Gains from 2.2 11.0 2.3 0.2 0.2 * 1
Subsidiary Capital*
2. Deduction of 50 Percent of Dividends from Non-Subsidiary 4.5 8.5 2.4 0.4 4.3 4.0 1
Corporations®
Alternative Bases
3. Exclusion of Assets Held as Reserves Under NYS * * * * * * 4
Insurance Law Sections 1303, 1304, and 1305"
Exclusions from Premiums Based Tax
4. Exclusion of Annuities from the Tax on Premiums* 6.1 8.2 11.9 20.5 15.0 15.0 1
5. Exclusion of Premiums Written on Certain Joint 15 2.1 3.0 5.1 3.7 4.0 1
Underwriting Policies®
6. Exclusion of Premiums Written on Marine Vessels 7.9 8.7 7.4 7.1 6.3 6.0 1
7. Exclusion of Premiums Written on Certain Reinsurance 231.6 244.4 228.2 293.9 317.3 317.0 1
Policies
8. Exclusion for Certain Non-New York Property or Individuals N/A N/A N/A N/A N/A N/A 5
Limitation on Tax
9. Limitation on Tax Liability1 70.9 85.4 99.5 60.2 77.0 77.0 1
Credits
10. Fire Insurance Premiums Tax Credit 42.3 44.6 47.0 47.7 49.6 52.0 1
11. Retaliatory Tax Credit 43.1 64.4 58.6 56.5 34.1 50.0 1
12. Credit for Assessments Paid to the Life Insurance 0.0 0.0 0.0 0.0 0.0 * 4
Company Guaranty Corporation1
13. Credit for Investment in Certified Capital Companies® 25.7 30.6 35.3 36.4 33.7 12.0 1
14. Investment Tax Credit for the Financial Services Industry® 0.0 0.0 0.0 0.0 0.0 * 1
15. Special Additional Mortgage Recording Tax Credit® 0.0 0.0 0.0 0.0 0.0 * 1
16. Empire Zone (EZ) and Qualified Empire Zone Enterprise
(QEZE) Tax Credits®
a. EZ and Zone Equivalent Area Wage Tax Credit 2.4 3.4 3.1 4.3 0.4 3.0 1
b. EZ Capital Credit 0.0 * 0.0 0.0 0.0 * 1
c. QEZE Real Property Tax Credit 0.1 0.1 0.1 0.1 0.2 * 1
d. QEZE Tax Reduction Credit 18.1 20.1 21.7 16.0 10.1 12.0 1
17. Credit for Employment of Persons with Disabilities® 0.0 0.0 0.0 0.0 0.0 * 1
18. Low-Income Housing Credit® 0.0 * 0.1 0.1 0.0 1.0 1
19. Credit for Purchase of Automated External Defibrillator® 0.0 0.0 0.0 0.0 0.0 * 1
20. Green Buildings Credit® * 0.4 0.4 0.4 0.0 * 1
21. Long-Term Care Insurance Credit 0.0 0.0 0.0 0.1 0.2 * 1
22. Security Training Tax Credit® 0.0 0.0 0.0 0.0 0.0 * 5
23. Brownfields Tax Credits®
a. Brownfield Redevelopment Tax Credit 0.0 0.0 0.0 0.0 0.0 * 1
b. Remediated Brownfield Credit for Real Property Taxes 0.0 0.0 0.0 0.0 0.0 * 1
c. Environmental Remediation Insurance Credit 0.0 0.0 0.0 0.0 0.0 * 1
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History Forecast Reliability
Tax Item 2005 2006 2007 2008 2009 2013 Level
24. Credit for Rehabilitation of Historic Properties® - - - - - 1.0 5
25. Excelsior Jobs Program (EJP) Tax Credit -- -- -- -- -- * 5
26. Economic Transformation and Facility Redevelopment - - - - - * 5
Program Tax Credit
27. Empire State Jobs Retention Program Credit - - - - - * 5
Corporate Exemptions
28. Exemption from Article 33 for Specific Types of Entities 239.4 257.8 271.3 285.5 308.4 386.0 4
Engaged in an Insurance Business
Preferential Tax Rates
29. Preferential Tax Treatment for Captive Insurance Companies 9.6 14.7 15.6 17.6 17.0 12.0 2

[y

/
2/

N/A

Tax expenditure item applies only to life insurance corporations.

For tax years 2010, 2011, and 2012, credits subject to deferral.
Less than $0.1 million.
The tax expenditure was not applicable for these years.

No data available.
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New York Modifications to Federal Taxable Income

In computing New York entire net income, modifioas to Federal taxable income
are provided for under Article 33 of the Tax Lawhese modifications apply only to life
insurance corporations.

1. Exclusion of Interest, Dividends, and Capital Gaingrom Subsidiary Capital
Citation: Section 1503(b)(1)(A)
Effective Date: Effective for tax years beginning on or afteruany 1, 1974
Description: In computing New York entire net income, taxpayeray subtract
from Federal taxable income dividends, interesd, gains derived from subsidiary
corporations that are not part of the combineddilentity.
Estimates:2009: $0.2 million — 2013: Minimal
Data Source: Insurance Tax Study File
Reliability: Level 1

2. Deduction of 50 Percent of Dividends from Non-Subgiary Corporations
Citation: Section 1503(b)(1)(B)
Effective Date: Effective for tax years beginning on or afteruany 1, 1974
Description: Insurance corporations may deduct from Fedesabia income,
before Federal exclusion, 50 percent of the comgastyare of dividend income
received from non-subsidiary corporations.
Estimates: 2009: $4.3 million — 2013: $4.0 million
Data Source: Insurance Tax Study File
Reliability: Level 1

Alternative Bases

Under Section 1502 of Article 33 of the Tax Laifg insurance corporations must
calculate the following alternative franchise tages the greatest one must be paid:

e 7.1 percent of allocated entire net income;
e 0.16 percent of allocated business and investnagitad;

e 9 percent on 30 percent of allocated entire neirme plus salaries of officers and
certain shareholders; or

e fixed dollar minimum tax of $250.

One tax expenditure item is provided for underghernative tax on business and
investment capital.

63



INSURANCE TAX

3. Exclusion of Assets Held as Reserves Under NYS Inmamce Law Sections 1303,
1304 and 1305
Citation: State Insurance Law Sections 1303, 1304, and IR®6law Section
1500(1)(j)
Effective Date: Effective for tax years beginning on or afteruany 1, 1974
Description: Insurance corporations may exclude assets thatedd for loss or
claim reserves, valuation reserves, and unearredipm reserves (as specified in
the Insurance Law) from the definition of busineggital and investment capital for
purposes of computing tax liability under the calitased tax.
Estimates:2009: Minimal — 2013: Minimal
Data Source: Insurance Tax Study File, Industry Data
Reliability: Level 4

Exclusions from Premiums Based Tax
The premiums based tax excludes premiums fronraktypes of insurance.

4. Exclusion of Annuities from the Tax on Premiums
Citation: Section 1510(c)(1)
Effective Date: Effective for tax years beginning on or afteruauy 1, 1974
Description: The premiums tax base excludes annuities.
Estimates:2009: $15.0 million — 2013: $15.0 million
Data Source: Insurance Study File
Reliability: Level 1

5. Exclusion of Premiums Written on Certain Joint Undewriting Policies
Citation: Section 1510(c)(2)
Effective Date: Effective for tax years beginning on or afteruay 1, 1974
Description: The premiums tax base does not include premiumgoot
underwriting of group health insurance for persaged 65 and over.
Estimates:2009: $3.7 million — 2013: $4.0 million
Data Source: Insurance Study File
Reliability: Level 1

6. Exclusion of Premiums Written on Marine Vessels
Citation: Section 1510(c)(2)
Effective Date: Effective for tax years beginning on or afteruany 1, 1974
Description: The premiums tax base does not include premiomsdean marine
insurance.
Estimates:2009: $6.3 million — 2013: $6.0 million
Data Source: Insurance Study File
Reliability: Level 1

64



INSURANCE TAX

7. Exclusionof Premiums Written on Certain Reinsurance Policies
Citation: Section 1510(c)(3)(A-B)
Effective Date: Effective for tax years beginning on or afteruany 1, 1974
Description: The premiums tax base does not include premiaogved by way of
reinsurance from corporations or other insurerb@iged to transact business in
New York. It also excludes premiums received byywed reinsurance from
corporations or other insurers not authorizedaiegact business in New York if such
premiums are subject to the Excess Line Tax impaseeér the Insurance Law.
Estimates:2009: $317.3 million — 2013: $317.0 million
Data Source: Insurance Study File
Reliability: Level 1

8. Exclusion for Certain Non-New York Property or Individuals

Citation: Section 1512(b)(1)-(3)

Effective Date: Effective for tax years beginning on or after Wany 1, 1974

(Section 1512(b)(3) effective for tax years begwgnon or after January 1, 1978)

Description: The premiums tax base does not include premivons: f

e Property, risks, or residents located outside @f Merk written by nonprofit life
or fire insurance companies;

e Insurance risks on residents outside of the Stew York written by federally
exempt life insurance companies organized by nditpa@untary employees’
beneficiary associations.

Estimate: No data available

Reliability: Level 5

Limitation on Tax

Article 33 provides for a maximum tax liability#or life insurance corporations.
The total tax less EZ credits, but before otheditse may not exceed 2 percent of taxable
premiums. Taxpayers may apply all other insuraecporation tax credits to reduce the tax
as determined under the cap.

9. Limitation on Tax Liability
Citation: Section 1505
Effective Date: Effective for tax years beginning on or afteruany 1, 1977
Description: Article 33 limits the total tax liability of af insurance corporation.
Effective for taxable years beginning on or afmuary 1, 1998, the limitation, or
cap, equals 2.0 percent of gross premiums for ihfurers. An insurance
corporation’s tax liability equals the lower of the tax determined under the cap, or
(2) the tax determined on the highest of four aléve bases, plus the taxes on the
subsidiary capital and premiums bases.
Estimates:2009: $77.0 million — 2013: $77.0 million
Data Source: Insurance Tax Study File
Reliability: Level 1
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Credits

Credits are amounts, enumerated by Article 3B®New York State Tax Law, that

insurance corporations may subtract from theindated New York tax liability. Article 33
credits are available to both life and non-lifeurence corporations unless otherwise noted.
For tax years 2010, 2011, and 2012, taxpayersegugred to defer the use and refund of
certain tax credits if they exceed $2 million irgeggate. The credits described below are
specific to the Insurance Tax. Descriptions ototiax credits that are available under the
Insurance Tax as well as other tax articles ar¢anoed in the Cross-Article Tax Credits
section of the report.

10.

11.

12.

Fire Insurance Premiums Tax Credit

Citation: Section 1511(a)

Credit Type: Non-refundable/Non-Carryforward

Effective Date: Effective for tax years beginning on or afteriulay 1, 1974
Description: A credit is allowed for additional taxes on prams written by
foreign or alien corporations for any insuranceiagtdoss or damage by fire, paid
by foreign and alien fire insurance companies amdi§in mutual fire insurance
companies. Such taxes are imposed under the m=mutaw and under the charters
of the cities of Buffalo and New York. Taxpayersishhave paid or accrued the
taxes during the tax year covered by the return.

Estimates:2009: $49.6 million — 2013: $52.0 million

Data Source: Insurance Tax Study File

Reliability: Level 1

Retaliatory Tax Credit

Citation: Section 1511(c)

Credit Type: Refundable

Effective Date: Effective for tax years beginning on or afterulay 1, 1974
Description: Taxpayers may claim a credit for up to 90 percémny retaliatory
taxes paid to other states by New York domiciledrganized insurers as a result of
New York State imposed taxes on insurers domicdledrganized in those other
states.

Estimates:2009: $34.1 million — 2013: $50.0 million

Data Source: Insurance Tax Study File

Reliability: Level 1

Credit for Assessments Paid to the Life Insurance @npany Guaranty

Corporation

Citation: Insurance Law Section 7712(a)(b); Tax Law Seclibhl(f)

Credit Type: Non-refundable/Carryforward

Effective Date: Effective for tax years beginning after DecemBr1986
Description: Life insurance corporations may claim a tax drimtia portion of the
cost of assessments paid to the life insurance anynguaranty corporation in prior
years. The maximum credit allowed to all life iresace companies for a particular
year is limited to the greater of $40 million or @ércent of the total tax liability of
all such companies. To calculate its respectivaditramount, an individual
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corporation multiplies the $40 million/40 percenaximum by the assessments it
paid divided by the sum all assessments paid byogtiorations.

Estimates: 2009: $0.0 million — 2013: Minimal

Data Source: New York State Department of Financial Services

Reliability: Level 4

13. Credit for Investment in Certified Capital Companies
Citation: Section 1511(k)
Credit Type: Non-refundable/Carryforward
Effective Date: Effective for tax years beginning after 1998haiigh the credit
may be earned before 1999; the credit has beemdggafour times since its
enactment, to a combined statewide cap for all fivgrams of $400 million,
effective January 1, 2007
Description: Under the five programs, taxpayers may claineditfor 100 percent
of the amount invested in certified capital compar{iCAPCOs). The credit can be
claimed over 10 years, at a rate of 10 percenygar. The combined statewide cap
is $400 million on the total amount of investmeitavhich credits may be claimed.
The total for all five programs may not exceed $lion in any year.
Estimates:2009: $33.7 million — 2013: $12.0 million
Data Source: Insurance Tax Study File
Reliability: Level 1

Corporate Exemptions

Article 33 of the Tax Law does not apply to seVéypes of entities which may be
engaged in an insurance business. Several adalitypes of entities are exempt only from
the premiums tax.

14. Exemption from Article 33 for Specific Types of Enities Engaged in an

Insurance Business

Citation: Section 1512(a)(1)-(8), (c)

Effective Date: Effective for tax years beginning on or after Wany 1, 1974

(Sections 1512(a)(8) and 1512 (c) effective foatd® years beginning on or after

January 1, 1978)

Description: The corporate franchise tax on insurance doegaly to several

types of entities which may be engaged in an imig@usiness. Among the exempt

entities are:

e Charitable, religious, missionary, educational, gdlanthropic non-stock
corporations. (1512(a)(2))

e Retirement systems or pension funds engaged soledy annuity business.
(1512(a)(3))

e Nonprofit medical expense indemnity or hospital vier corporations.
(1512(a)(4))
Incorporated or unincorporated fraternal beneftiesties. (1512(a)(5))

e Corporations for the insurance of domestic aninwalsa cooperative plan.
(1512(a)(6))

e A town or county cooperative insurance corporagsempt from tax under
Section 187 of the Tax Law as it existed prior 834. (1512(a)(7))
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e Not-for-profit voluntary employees’ beneficiary asgtions exempted from
Federal income tax the members of which are empkyer beneficiaries or
dependent of employees) of a single employer. Z(5H13))

e Any nonprofit property/casualty insurance compamgaoized pursuant to
Section 6703 of the Insurance Law. (1512(a)(9))

e Entities conducting insurance business as a medilee New York Insurance
Exchange. (1512 (c))

Estimates:2009: $308.4 million — 2013: $386.0 million

Data Source:New York State Department of Financial Services

Reliability: Level 4

Preferential Tax Rates

15. Preferential Tax Treatment for Captive Insurance Canpanies
Citation: Section 1502-b
Effective Date: Effective for tax years beginning on or afterulay 1, 1998
Description: Captive insurers are subject to a special premitax at lower rates
than the premiums tax that applies to other insurd@ihe tax imposed on captives
equals the greater of the sum of the tax imposegtass direct premiums and the tax
imposed on assumed reinsurance premiums, or $5,00€ tax rates that apply to
gross direct premiums and assumed reinsurance yomesmwill decrease as the
amount of premiums subject to tax increases, withthighest rate equaling 0.4
percent.

For tax years beginning on or after January 1, 2@@9overcapitalized captive
insurance company must be included in a combinedr@nder either Article 9-A

or 32 with the closest corporation that directlyiratirectly owns or controls over
50 percent of the voting stock of the overcapitizaptive insurance company.

Estimates:2009: $17.0 million — 2013: $12.0 million

Data Source: Captive Tax Return Data

Reliability: Level 2
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This section of the report provides descriptiohs30 separate tax expenditure
provisions of the Article 9 tax. It contains estit®s of the tax expenditures for tax years
2005 through 2009 (2009 is the latest year for Wiiitticle 9 tax return data is available).
The list of tax expenditures is based on the Tax &a of January 1, 2013. The estimates
are also extrapolated to the 2013 tax year. Thedar refers to both the 2013 calendar year
and fiscal years beginning in 2013. Table 6 sunmaarthe tax expenditure estimates. It
also includes total tax liability of Article 9 taqvide perspective.

Description of Tax

Article 9 of the Tax Law imposes initial taxes arthual fees on domestic (in-state)
and foreign (out-of-state) corporations. It alsgposes gross receipts-based taxes on a
variety of specialized businesses.

Section 180 imposes an organization tax, at af&t®5 percent, on the total amount
of the par value of stock authorized to be issueddmestic corporations. The tax rate on
shares without par value is five cents per sh@ihe minimum tax under this section is $10.
The tax also applies to any subsequent increasastimorized stock or other changes in
capital structure.

Section 181.1 imposes a license fee on all foreggporations, except certain banks
and most insurance corporations. The rate isaheesas for the organization tax but only
applies to out-of-state corporations exercisingaadhise or carrying on business in the
State. The fee is payable only once, unless fhigatahare structure changed or the amount
of capital employed in New York increases.

Section 181.2 imposes an additional annual maamesn fee of $300 on all foreign
corporations, except certain banks and most inseraarporations. Foreign corporations
may credit the maintenance fee against any taxidder Article 9 (other than Sections 180
and 181), Article 9-A, and Article 32.

Section 183 imposes a franchise tax on transpamtand transmission companies
and associations (excluding aviation companies kvéiie taxable under Article 9-A) on the
basis of allocated capital stock. Generally, @omation’s stock is allocated to New York in
the ratio that the corporation’s gross assets eyeglon the State bear to gross assets
everywhere. U.S. obligations and cash in han@é@stckided from the calculation. The tax
equals the highest of the three amounts computeldedfpllowing methods: (1) allocated
value of issued capital stock multiplied by 1.51gi(2) allocated value of issued capital
stock on which dividends are paid 6 percent or mordtiplied by 0.375 mills for each one
percent of dividends paid; or (3) a fixed minimuax of $75. Effective January 1998,
trucking and railroad companies previously taxainider Section 183 became taxable under
Article 9-A, unless an election had been madenwaia taxable under Article 9. Effective
January 1, 2000, gas pipelines became taxable dutiele 9-A.

Section 184 imposes an additional franchise tatxawsportation and transmission
corporations and associations based on their grassngs within the State. The tax is
3/8 percent of gross earnings received from busioesducted in New York. Beginningin
1995, Section 184 no longer applies to inter-exgkararriers, but applies only to those
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telecommunications corporations or associationscpally engaged in a local telephone

business. Companies principally engaged in lostadce services are excluded from the
tax. In addition, the law provided two exclusiotts equalize the tax treatment of

telecommunications services provided by local easriwhich remain subject to the Section
184 tax, and inter-exchange carriers. One hungkeeckent of receipts from sales for ultimate
consumption from interLATA, interstate, or intenoaial services and 30 percent of

intraLATA toll services, including interregion rexial calling plan services are excluded in
the computation of tax under Section 184. In Janii@98, trucking and railroad companies
formerly taxable under Section 184 became taxaidevArticle 9-A, unless they elected to

remain taxable under Article 9. In January 20085 gipelines became taxable under
Article 9-A.

Section 185 imposes a franchise tax on farmetst growers, and other like
agricultural corporations organized and operatech @ooperative basis. The tax is the
highest amount computed under the following caleute: (1) allocated value of issued
capital stock multiplied by one mill; (2) allocatgdlue of issued capital stock on which
dividends paid are six percent or more, multipliad¥ mill for each one percent of
dividends paid; or (3) a fixed dollar minimum taf$10.

Section 186, which was repealed effective Janlia2900, provided for a franchise
tax on waterworks companies, gas companies, el@rtsteam heating, lighting, and power
companies. The tax was imposed at a rate of .i&epteon New York gross earnings and
4.5 percent on the amount of dividends paid whiadeeded 4 percent of the amount of the
taxpayer’s paid-in capital employed in New Yorkt8taThe minimum tax alternative of
$125 applied, but only in case and to the extest tiie tax computed under the primary
method was less than $125. An additional excesdatids tax may have also applied.
Energy and water companies formerly taxable unlier$ection are now taxable under
Article 9-A. However, a company may elect to remaicontinuing Section 186 taxpayer,
and be subject to the tax as it existed in 199€eiifain conditions apply.

Section 186-a provides for a gross receipts takefurnishing of utility services. A
utility is defined as any seller of gas, electsicéteam, water, or refrigeration. The tax is
imposed on receipts from transportation, transmnsgistribution, or delivery of energy for
residential customers at a rate of 2.0 percentilitiel that provide telephone or telegraph
services which are subject to the supervision®Rhblic Service Commission pay the tax
on their gross receipts not derived from the satelecommunications services at a rate of
2.5 percent. Telecommunications service receigt$axable under Section 186-e.

For tax years in the History portion of the follogy Table 8, the tax rate was reduced
to 2.5 percent effective January 1, 2000. Theisarow imposed on receipts from
transportation, transmission, distribution, ordety of energy for residential customers at a
rate of 2.0 percent. For taxable years beginningoafter January 1, 2000 separate
additional rate reduction schedules are appliedet®ipts from the sale of an energy
commodity and to receipts from charges for thegpantation, transmission, distribution, or
delivery of energy, as follows:
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2005

Calendar Year 2000 2001 2002 2003 2004 and After
Commodity Rate 2.1% 2.0% 1.9% 0.85% 0.4% 0%
T&D Rate 2.5% 2.45% 2.4% 2.25% 2.125% 2.0%

Section 186-e provides for an excise tax on telesoncations services at a rate of
2.5 percent on the gross receipts of all providételecommunications services. The tax
applies to gross receipts from all intrastate sewiand interstate and international services
that either originate or terminate in New York amd billed to a service address in the State.
Providers of mobile telecommunication services sewgross receipts to their customer's
place of primary use.

Most of the revenue from the Article 9 tax resdilfeom the gross receipts-based
taxes (Sections 184, 186, 186-a, and 186-¢).

Data Sources

The major source of data used to compute theaergliture estimates under Article
9is the 2009 Corporation Tax Study File. This,fdompiled by the Department of Taxation
and Finance, includes all corporations filing unélgrcle 9. Itincludes selected data items
from the tax returns of each corporation. Simaladiof the file generate the base case tax
expenditures.

Methodology

The projections of the tax expenditures from 2@02013 use a variety of economic
forecast variables.

Tax expenditures whose values are less than $llidmare considered minimal and
are designated by an asterisk.
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Table 6

2013 New York State Corporation and Utilities (Article 9) Tax Expenditure Estimates
(2009 Corporation and Utilities Tax Liability = $670.1 Million)
(Millions of Dollars)

History Forecast Reliability
Tax ltem* 2005 2006 2007 2008 2009 2013 Level
New York Modifications to Gross Income
1. Exclusion of Interstate and Foreign Income N/A N/A N/A N/A N/A N/A 5
2. Exclusion of Receipts from InterLATA, Interstate, and 3.8 4.5 4.3 5.1 4.6 5.0 1
International Telephone Services
3. Exclusion of Thirty Percent of Receipts from IntraLATA Toll 3.6 4.3 4.0 4.6 3.8 4.0 1
Telephone Services
4. Exclusion of Cable Television Service 99.8 103.0 97.0 116.0 121.0 128.0 3
5. Exclusion of Receipts from Certain Telecommunications N/A N/A N/A N/A N/A N/A 5
Services for Air Safety and Navigation Purposes
Credits
6. Special Additional Mortgage Recording Tax Credit? 0.0 0.0 0.0 0.0 0.0 * 1
7. Credit for Tax Paid in Another Jurisdiction 0.0 0.0 * * * * 1
8. Credit for Employment of Persons with Disabilities? 0.0 0.0 0.0 0.0 0.0 * 1
9. Green Building Credit® 0.0 0.0 0.0 0.0 0.0 * 1
10. Long-Term Care Insurance Credit 0.0 0.0 0.0 0.0 0.0 * 1
11. Empire Zone (EZ) and Qualified Empire Zone Enterprise
(QEZE) Credits®
a. EZ Investment Tax Credit and Employment Incentive * * * 0.1 * * 1
Credit
b. EZ Wage Tax Credit * * * * 0.1 * 1
c. QEZE Real Property Tax Credit * 0.3 0.3 0.4 0.4 *
12. Brownfields Tax Credits®
a. Brownfield Redevelopment Tax Credit 0.0 0.0 0.0 0.0 0.0 * 1
b. Remediated Brownfield Credit for Real Property Taxes 0.0 0.0 0.0 0.0 0.0 * 1
c. Environmental Remediation Insurance Credit 0.0 0.0 0.0 0.0 0.0 * 1
13. Security Training Tax Credit® 0.0 0.0 0.0 0.0 0.0 * 1
14. Biofuel Production Credit® - 0.0 0.0 0.0 0.0 * 1
Corporate Exemptions
15. Certain Banking and Insurance Companies N/A N/A N/A N/A N/A N/A 5
16. Ferry Companies N/A N/A N/A N/A N/A N/A 5
17. Taxicabs and Omnibuses N/A N/A N/A N/A N/A N/A 5
18. Railroads and Vessels Engaged in Interstate or Foreign N/A N/A N/A N/A N/A N/A 5
Commerce
19. Corporations Principally Engaged in Providing N/A N/A N/A N/A N/A N/A 5
Telecommunications for Air Safety and Navigation
Purposes
20. Foreign Commerce N/A N/A N/A N/A N/A N/A 5
21. Railroad Leasing N/A N/A N/A N/A N/A N/A 5
22. Foreign Taxicabs and Omnibuses N/A N/A N/A N/A N/A N/A 5
23. Exempt Companies N/A N/A N/A N/A N/A N/A 5
24. Exempt Organizations — Section 186-a N/A N/A N/A N/A N/A N/A 5
25. Water Pollution Facilities N/A N/A N/A N/A N/A N/A 5
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History Forecast Reliability
Tax ltem* 2005 2006 2007 2008 2009 2013 Level
27. Commercial, Industrial, and Not-For-Profit Relief N/A N/A N/A N/A N/A N/A 5
28. Exempt Organizations — Section 186-e N/A N/A N/A N/A N/A N/A 5

1/ Amounts in the table are the sum of the expenditure estimates across all Article 9 tax sections. See specific descriptions to determine the
sections to which the expenditure applies and to view the section-specific estimates.

2/ For tax years 2010, 2011, and 2012, credits subject to deferral.
* Less than $0.1 million.
-- The tax expenditure was not applicable for these years.

N/A No data available.
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New York Modifications to Gross Income

Article 9 of the New York State Tax Law provides $&lect modifications when computing
New York gross income.

1.

Exclusion of Interstate and Foreign Income

Citation: Section 184(1)

Effective Date: June 15, 1896

Description: Corporations, joint stock corporations, or asatiens formed for or
principally engaged in canal, steamboat, ferryjgetion, or corporations formed for
or principally engaged in the operation of vess®y exclude earnings derived from
business of an interstate or foreign character.

Section 184 Estimate:No data available

Reliability: Level 5

Exclusion of Receipts from InterLATA, Interstate, and International Telephone
Services

Citation: Section 184(1)

Effective Date: January 1, 1995

Description: Telephone companies subject to the tax may egcl@@ percent of
receipts (other than those from the provision ofieaaccess services) from sales for
ultimate consumption of interLATA, interstate, anternational services.

Section 184 Estimates2009: $4.6 million — 2013: $5.0 million

Data Source: Corporation Tax Study File

Reliability: Level 1

Exclusion of Thirty Percent of Receipts from IntraLATA Toll Telephone
Services

Citation: Section 184.1

Effective Date: Effective for tax years beginning on or afterulay 1, 1996
Description: Telephone companies subject to the tax may egcBdpercent of
receipts (other than those from the provision ofienaccess services) from sales for
ultimate consumption of intra-LATA toll servicesicluding inter-region regional
calling plan services.

Section 184 Estimates2009: $3.8 million — 2013: $4.0 million

Data Source: Corporation Tax Study File

Reliability: Level 1

Exclusion of Cable Television Service

Citation: Section 186-e(2)(b)(2)

Effective Date: January 1, 1995

Description: Cable television service is specifically excludien the definition of
telecommunications services and receipts from #ie ef such service are not
subject to tax.

Section 186-e Estimates2009: $121.0 million — 2013: $128.0 million

Data Source: Annual Reports to the New York State Public SerGoenmission
Reliability: Level 3
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5.  Exclusion of Receipts from Certain Telecommunicans Services for Air Safety
and Navigation Purposes
Citation: Section 186-e(2)(b)(3)
Effective Date: January 1, 1995
Description: Receipts from the sale of telecommunicationsrtoariers solely for
the purposes of air safety and navigation are eecldrom the tax. Providers must
be at least 90 percent owned (directly or indiggdbly air carriers and have the
principal function of fulfilling requirements of éhFederal Aviation Administration
(FAA) or International Civil Aviation OrganizatigifCAO) relating to the existence
of a communication system between aircraft andadcser, aircraft and air traffic
control or ground station and ground station (gr @mbination of these entities).
Section 186-e Estimate:No data available
Reliability: Level 5

Credits

Credits include amounts, stipulated by the NewkY®tate Tax Law, which the
taxpayer may subtract in calculating New York tability. For tax years 2010, 2011, and
2012, taxpayers are required to defer the useefndd of certain tax credits if they exceed
$2 million in aggregate. The credits describeaWwedre specific to the Corporation Tax.
Descriptions of other tax credits that are avadalyider the Corporation Tax as well as other
tax articles are contained in the Cross-Article Tagdits section of the report.

6. Credit for Tax Paid in Another Jurisdiction
Citation: Section 186-e(4)(a)(2)
Credit Type: Non-refundable/Non-Carryforward
Effective Date: January 1, 1995
Description:  To prevent actual multijurisdictional taxation fales of
telecommunications services, providers of inteestaand international
telecommunications services may claim a crediafidee tax paid to another state or
country on a telecommunications service taxableuBéction 186-e. The amount
of the credit is the amount of tax lawfully due gpaid to the other country or
jurisdiction not exceeding the tax due to New York.
Section 186-e Estimate2009: Minimal — 2013: Minimal
Data Source: Corporation Tax Study File
Reliability: Level 1

Corporate Exemptions

7. Banking and Insurance Companies
Citation: Section 181(1) (license fee); 181(2) (annual nezance fee)
Effective Date: April 4, 1895; September 1, 1976
Description: Certain banking corporations, fire, marine, citgwnd life insurance
companies, cooperative fraternal insurance comparaad building and loan
associations are exempt from the license fee aatheal maintenance fee imposed
on foreign corporations.
Section 181 Estimate:No data available
Reliability: Level 5
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8.

10.

11.

Ferry Companies

Citation: Sections 183(1)(b) and 184(1)

Effective Date: April 14, 1914

Description: Ferry companies operating between any of theugire of the City of
New York under a lease granted by the City are @tdémm tax under Sections 183
and 184.

Section 183 Estimate:No data available

Section 184 Estimate:No data available

Reliability: Level 5

Taxicabs and Omnibuses

Citation: Section 183(1)(c)

Effective Date: April 11, 1951 (taxicabs); January 1, 1960 (oris#s)
Description: With certain exceptions, and so long as the Stat@n motor fuel
exceeds two cents per gallon, corporations claskds taxicabs and omnibuses are
taxable under Article 9-A and therefore are exeimgoh the tax imposed by Section
183.

Section 183 EstimateNo data available

Reliability: Level 5

Railroads and Vessels Engaged in Interstate or Foign Commerce

Citation: Section 183(7)

Effective Date: November 11, 1981 for taxable periods beginningoo after
January 1, 1981 (original exclusion for vesselyahline 15, 1896)

Description: A railroad, palace car, or sleeping car corporathavigation, canal,
ferry (except a ferry operating between any ofibeoughs of New York under a
lease granted by the City), steamboat, or any aotbeporation formed for or
principally engaged in the operation of vesseisiarstate or foreign commerce is
not subject to the Section 183 tax, even thoughaintains an office or otherwise
employs capital in New York.

Section 183 Estimate:No data available

Reliability: Level 5

Corporations Principally Engaged in Providing Tele@ommunications for Air
Safety and Navigation Purposes

Citation: Sections 183(1)(b) and 184(1)

Effective Date: January 1, 1995

Description: Corporations principally engaged in selling dét®mmunications to
air carriers solely for the purposes of air satatg navigation are exempt from the
tax under Sections 183 and 184. Providers musitbeast 90 percent owned
(directly or indirectly) by air carriers and haveetprincipal function of fulfilling
requirements of the Federal Aviation Administrat{&#\A) or International Civil
Aviation Organization (ICAQO) relating to the exist® of a communication system
between aircraft and dispatcher, aircraft andraffit control or ground station and
ground station (or any combination of these ersjtie

Section 183 Estimate:No data available

Section 184 Estimate:No data available
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12.

13.

14.

15.

16.

Reliability: Level 5

Foreign Commerce

Citation: Section 3

Effective Date: November 11, 1981 (original exclusion for vesseilly, June 15,
1896)

Description: All corporations incorporated under the lawdef Etate of New York,
exclusively engaged in the operation of vesselsrigign commerce, are exempted
from tax on their capital stock, franchises, anthiegs for State and local purposes.
Section 184 Estimate:No data available

Reliability: Level 5

Railroad Leasing

Citation: Section 184(3)

Effective Date: June 1, 1917

Description: In lieu of the tax on gross earnings, a railroaxgporation involved in
leasing railroad property to another railroad ibject to an excess income tax
measured at the rate of 4 % percent on that poofigividends paid in a calendar
year in excess of 4 percent on the capital stocketompany.

Section 184 Estimate:No data available

Reliability: Level 5

Foreign Taxicabs and Omnibuses

Citation: Section 184(2)(b)(1)(iv)

Effective Date: January 1, 1988

Description: A foreign taxicab or omnibus company doing busgi@ New York
by making fewer than 12 trips into New York State an annual basis, but not
otherwise owning or leasing property, maintainimgadfice, or otherwise doing
business in the State so as to become subject,tpags a tax equal to $15 per trip.
Section 184 EstimateNo data available

Reliability: Level 5

Exempt Companies

Citation: Section 186-a(2)(a)

Effective Date: January 1, 1960 (omnibuses)

Description: Persons engaged in operating omnibuses haviegtimg capacity of
more than seven persons; or, street surface, tegigdit, subway, and elevated
railroads are not subject to the Section 186-a tax.

Section 186-a Estimate:No data available

Reliability: Level 5

Exempt Organizations

Citation: Section 186-a(2)(b)

Effective Date: 1937

Description: The furnishing of utilities services by the Stet@xempt from tax.
Utility services furnished by municipalities, patél and civil subdivisions of the
State or a municipality, public districts, and aértcorporations and associations
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17.

18.

19.

organized and operated exclusively for religiobsritable, or educational purposes
are exempt from tax under certain circumstances.

Section 186-a Estimate:No data available

Reliability: Level 5

Water Pollution Facilities

Citation: Section 186-a(2)(b)

Effective Date: January 1, 1969

Description: Section 186-a does not apply to a corporatioamzgd and operated
exclusively for the purpose of leasing from a eitywater works system designed to
alleviate water pollution within the city.

Section 186-a Estimate:No data available

Reliability: Level 5

Commercial, Industrial, and Not-For-Profit Relief

Citation: Section 182-a(2)(c)(1)

Effective Date: January 1, 2000

Description: In addition to the reduction and elimination @ettax on the
commodity, the Section 186-a tax on transmissiahdastribution for commercial,
industrial and not-for-profit customers was elinteththrough a phased in exclusion
according to the following schedule:

Calendar Year 2000 2001 2002 2003 2004 2005 and After
Exclusion 0% 0% 25% 50% 75% 100%

Section 186-a EstimateNo data available
Data Source: No data available
Reliability: Level 5

Exempt Organizations

Citation: Section 186-e(1)(c)

Effective Date: January 1, 1995

Description: Telecommunications services provided by the Stataicipalities,
political and civil subdivisions of the State or mzipality, public districts, and
corporations and associations organized and opkratelusively for religious,
charitable, or educational purposes are exempt Bention 186-e tax.

Section 186-e Estimate:No data available

Reliability: Level 5
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This section of the report provides tax expenditgscriptions and estimates for
150 provisions of the Sales and Use Tax Law. &hef expenditures is based on the Tax
Law in effect as of January 1, 2013. The tax egliare estimates only pertain to the
State portion of the tax and do not include anyresdes of the revenue foregone by local
governments levying sales and use taxes.

The report presents historical estimates for cderyears 2006 through 2010.
Table 7 lists the tax expenditures and providesohical year and projected 2013
estimates. It also lists the years for which datavailable. For recently added tax
expenditures, the report displays historical esi®anly for years the item existed as a
tax expenditure. The effective dates recordeteamnréport refer to the date the applicable
provision took effect.

Description of Tax

The New York State Sales and Use Tax was enantd®65 and took effect
August 1, 1965. This tax applies primarily to sabé tangible personal property in New
York State, not for subsequent resale. The SalédJae Tax also applies to a variety of
services, notably, services to real or personglgmty, telephone service, and commercial
energy use. Certain admissions, hotel occuparamesrestaurant meals are also taxed.
Generally the tax base includes tangible persorgguty unless the law provides a
specific exclusion or exemption and does not inelservices unless the law specifically
enumerates the service as taxable.

The Tax Law provides manufacturers with exemptfonthe purchase, repair, and
maintenance of machinery and equipment used irygtamh. Other exempt items include
food, medicine, residential energy, and sales &gt entities. Although most services
are not subject to sales or use tax, this reparaxes only services which are specifically
exempted by New York State law. Thus, this redods not list unenumerated services
(e.g., accounting services, engineering servicesaexpenditures.

The Department of Taxation and Finance adminisherSales and Use Tax for the
State and its constituent jurisdictions that alspose the tax. The State rate equals
4 percent. Local rates range from 3 percent t&6 parcent. Communities within the
Metropolitan Commuter Transportation District angbject to an additional 3/8 of
1 percent tax rate. In State fiscal year 2011th2, Department collected about
$11.2 billion for the State and approximately $18illilon for local governments from
sales and use taxes.

Data Sources

Most tax expenditure estimates for the Sales T@x aggregate, non-tax data
sources because no tax return data exists for #&mg exclusions and exemptions. Thus,
the estimates are only suggestive of the revenas &ssociated with each of the
provisions. The estimates are rounded to the searndion dollars.
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The major non-tax data sources used to computéathexpenditure estimates
include:

e Government publications and surveys such as the@&Ssus Bureausconomic
Census,

e Data compiled by individual New York State agenceexd

e Industry surveys and information, such as the méiiron provided by the Alliance
for the Arts.

Methodology

The report bases the historical estimates on tist recent data available. If data
are not available for a particular year coveredtliy report, the tax expenditure is
estimated from the most recent data. For exarnmtiere 2007 represents the latest year
for which relevant data are available, the 2007 dat used to derive the historical
estimates. Historical estimates may vary fromrmyear reports due to the availability of
more recent data. From the most recent datax@eneliture estimates are projected to
2013 levels. Historical estimates are projecte@®3 levels using the New York State
Division of the Budget's forecast of the U.S. arelNY ork economies. Where applicable,
such measures as price, employment, and prodyctixte used to extrapolate to the
expenditure value.

A sales tax transaction can be exempt from taxaulmee the good or service is
exempt or because its use, purchaser, or sexeisipt. In valuing the exemptions, no
account is taken of the fact that if the good avise were made taxable, some of the
transactions would remain exempt because of theaaaf the use, purchaser, or seller.
Hence, the value of a particular good or servicg tva included in two or more tax
expenditure estimates. Because of this overlappiregrevenue value of eliminating an
exemption would not necessarily coincide with tegneated value herein.
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Table 7
2013 New York State Sales and Use Tax Expenditure Estimates
(2011-12 Total NY Sales and Use Tax Liability = $11,168.0 Million)
(Millions of Dollars)

Data
Source History Forecast Reliability
Tax Item Year(s) 2006 2007 2008 2009 2010 2013 Level
Services
1. Certain Information Services N/A N/A N/A N/A N/A N/A 5
2. Certain Information Services Provided Over the
Telephone N/A N/A N/A N/A N/A N/A 5
3. Services Performed on a Non-Trade Basis N/A N/A N/A N/A N/A N/A 5
4. Laundering, Tailoring, Shoe Repair, and Similar
Services 2007 70.0 72.0 75.0 77.0 79.0 87.0 4B
5. Capital Improvement Installation Services 2006-2009 602.0 606.0 738.0 540.0 486.0 520.0 4C
6. Services Related to Railroad Rolling Stock 2008 2.0 2.0 2.0 2.0 2.0 2.0 4B
7. Services to Property Delivered Outside New York N/A N/A N/A N/A N/A N/A 5
8. Municipal Parking Services 2010 7.0 7.0 8.0 8.0 9.0 10.0 4A
9. Parking and Garaging at a Private Residence 2010 * * * * * * 4A
10. Certain Protective and Detective Services 2008-2010 * * * * * * 4A
11. Medical Emergency Alarm Call Services 2010 1.0 1.0 1.0 1.0 1.0 1.0 4C
12. Coin-Operated Car Wash Services 2007 7.0 8.0 8.0 8.0 9.0 11.0 4Cc
13. Trash Removal from a Waste Transfer Facility® 2006-2010 4.0 4.0 3.0 3.0 3.0 2.0 4B
14. Transportation Services in Connection with 2010 4Cc
Funerals® - - - * 1.0 1.0
15. Transportation Services Provided by Affiliated Livery
Vehicles® 2010 - - - 1.0 3.0 3.0 4C
Food
16. Certain Food Products 2006-2010 1,049.0 1,064.0 1,143.0 1,168.0 1,147.0 1,313.0 4B
17. Food Sold to Airlines 2010 5.0 6.0 6.0 5.0 5.0 6.0 4A
18. Food Sold at School Cafeterias 2006-2010 94.0 110.0 116.0 117.0 119.0 135.0 4A
19. Food Purchased with Food Stamps 2006-2010 91.0 95.0 112.0 174.0 206.0 232.0 4A
20. Water Delivered Through Mains or Pipes 2006-2010 64.0 67.0 68.0 73.0 77.0 80.0 4B
21. Mandatory Gratuity Charges 2006-2009 25.0 27.0 29.0 27.0 28.0 30.0 4A
22. Wine Used for Wine Tastings 2010 * * * * * * 4A
23. Vending Machine Sales of Hot Drinks and Certain
Foods 2006-2010 21.0 18.0 17.0 16.0 14.0 16.0 4C
24. Vending Machine Sales of Candy, Juice and Soft
Drinks 2006-2010 12.0 8.0 6.0 4.0 3.0 3.0 4C
25. Food Sold at Senior Citizen Housing Communities 2008 * * * * * * 4B
Medical
26. Drugs, Medicine, and Medical Supplies 2006-2010 768.0 811.0 841.0 877.0 913.0 1,056.0 4C
27. Eyeglasses, Hearing Aids and Prosthetic Aids 2006-2007 100.0 111.0 117.0 123.0 129.0 136.0 4C
28. Veterinarian Services 2007, 2010 27.0 29.0 31.0 32.0 33.0 36.0 4B
29. Service Dogs 2010 * * * * * * 4B
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Data
Source History Forecast Reliability
Tax Item Year(s) 2006 2007 2008 2009 2010 2013 Level
Energy
30. Residential Energy 2006-2010 705.0 717.0 806.0 730.0 749.0 763.0 4A
31. Fuel, Gas, Electricity, Refrigeration, and Steam Used
in Research and Development and Production 2006-2010 177.0 205.0 207.0 147.0 164.0 178.0 4C
32. Fuel, Gas, Electricity, Refrigeration, and Steam Used
in Farming and Commercial Horse Boarding 2006-2010 10.0 12.0 13.0 11.0 11.0 16.0 4B
33. Reduced Rate on Gas and Electric Delivery 2005-2007 34.0 46.0 49.0 53.0 57.0 60.0 4B
34. Gas and Electricity Used in Transmission,
Distribution and Storage 2006-2010 6.0 6.0 7.0 6.0 6.0 6.0 4C
35. Residential Solar Energy Systems 2010 * * * * * * 4B
36. Commercial Solar Energy Systems® -- - -- - - 1.0 4C
37. Electricity, Refrigeration, and Steam Sold by Certain 2010
Cooperative Corporations N/A N/A N/A N/A N/A N/A 5
38. Automotive Fuel Receipts Exceeding Two Dollars
Per Gallon® 2007-2010 80.0 176.0 312.0 70.0 178.0 384.0 4A
39. Alternative Fuels® 2007-2010 * * * * * * 4A
40. B20 Bio-Diesel Fuel® 2007-2010 * * * * * * 4A
Transportation
41. Commercial Vessels N/A N/A N/A N/A N/A N/A 5
42. Barge Repairs 2007 * * * * * * 4C
43. Commercial Aircraft 2010 12.0 19.0 20.0 15.0 12.0 12.0 4C
44. Fuel Sold to Airlines 2006-2010 65.0 71.0 109.0 46.0 52.0 61.0 4A
45. Parts for Foreign Aircraft N/A N/A N/A N/A N/A N/A 5
46. Services to Private Aircraft 2010 3.0 3.0 3.0 4.0 4.0 4.0 4C
47. Intra-family Sales of Motor Vehicles N/A N/A N/A N/A N/A N/A 5
48. Motor Vehicles and Vessels Sold to Nonresidents N/A N/A N/A N/A N/A N/A 5
49. Rental of Trucks in Certain Cases N/A N/A N/A N/A N/A N/A 5
50. Tractor-Trailer Combinations 2010 9.0 9.0 10.0 10.0 10.0 13.0 4A
51. Sales of Property by Railroads in Reorganization 2006-2010 0.0 0.0 0.0 0.0 0.0 0.0 4A
52. Commercial Buses 2010 5.0 5.0 5.0 5.0 5.0 7.0 4A
53. Marine Terminal Facility Equipment 2006 * * * * * * 4B
54. Ferry Boats® 2008, 2009 - - * * * * 4A
Communication and Media
55. Interstate or International Telephone and Telegraph
Service 2006-2007 238.0 230.0 223.0 216.0 219.0 235.0 4A
56. Internet Access Service 2006-2008 128.0 148.0 165.0 169.0 193.0 218.0 4C
57. Cable Television Service 2006-2007 192.0 209.0 228.0 241.0 260.0 305.0 4C
58. Newspapers and Periodicals 2006-2008 67.0 67.0 68.0 65.0 64.0 61.0 4B
59. Electronic News Services and Electronic Periodicals 2010 - - - - * * 4C
60. Shopping Papers 2006-2007 1.0 1.0 1.0 1.0 1.0 1.0 4C
61. Telephone Service Used by the Media N/A N/A N/A N/A N/A N/A 5
62. Certain Coin-Operated Telephone Charges 2006-2007 1.0 1.0 1.0 1.0 1.0 * 4C
63. Telecommunications and Internet Equipment 2006-2008 75.0 78.0 74.0 67.0 69.0 76.0 4B
64. Internet Data Centers 2007 10.0 10.0 11.0 9.0 10.0 10.0 4C
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Data
Source History Forecast Reliability
Tax Item Year(s) 2006 2007 2008 2009 2010 2013 Level
65. Radio and Television Broadcasting 2006-2008 4.0 4.0 3.0 4.0 4.0 4.0 4C
66. Film Production N/A N/A N/A N/A N/A N/A 5
67. Certain Mobile Telecommunication Services 2006-2008 5.0 5.0 5.0 5.0 5.0 5.0 4B
Industry
68. Tools and Supplies Used in Production N/A N/A N/A N/A N/A N/A 5
69. Farm Production and Commercial Horse Boarding  2006-2010 50.0 60.0 70.0 61.0 65.0 80.0 4B
70. Research and Development Property 2006 57.0 57.0 58.0 58.0 58.0 65.0 4B
71. Machinery and Equipment Used in Production 2007 281.0 286.0 302.0 268.0 277.0 296.0 4B
72. Services to Machinery and Equipment Used in
Production 2007 15.0 15.0 16.0 14.0 15.0 16.0 4B
73. Wrapping and Packaging Materials N/A N/A N/A N/A N/A N/A 5
74. Milk Crates® - * * * * * 4c
75. Commercial Fishing Vessels 2006-2008 * * * * * * 4B
76. Certain Services Used in Gas or Oil Production 2006-2008 3.0 4.0 4.0 3.0 3.0 2.0 4C
77. Pollution Control Equipment 2006-2008 6.0 5.0 9.0 8.0 8.0 9.0 4Cc
78. Property Manufactured by the User 2006 * * * * * * 4B
Miscellaneous
79. Certain Property Sold Through Vending Machines ~ 2006-2009 1.0 1.0 1.0 1.0 1.0 1.0 4C
80. Trade-in Allowance 2006-2009 570.0 591.0 510.0 502.0 502.0 611.0 4A
81. Certain Hotel Room Rent N/A N/A N/A N/A N/A N/A 5
82. Dues for Fraternal Societies 2006-2008 16.0 17.0 17.0 17.0 17.0 19.0 4C
83. Homeowner Association Dues N/A N/A N/A N/A N/A N/A 5
84. Homeowner Association Parking Services N/A N/A N/A N/A N/A N/A 5
85. Excise Taxes Imposed on the Consumer 2006 8.0 N/A N/A N/A N/A N/A 4A
86. Property Sold by Morticians 2006-2008 10.0 10.0 10.0 10.0 10.0 11.0 4C
87. Flags N/A N/A N/A N/A N/A N/A 5
88. Military Decorations? 2006 * * * * * * 4C
89. Military Flags and Banners® 2012 -- -- -- -- -- * 4C
90. Garage Sales N/A N/A N/A N/A N/A N/A 5
91. New Mobile Homes 2006-2008 2.0 2.0 2.0 2.0 2.0 2.0 4A
92. Used Mobile Homes N/A N/A N/A N/A N/A N/A 5
93. Modular Homes® 2008 - - - * * * 4B
94. Registered Race Horses N/A N/A N/A N/A N/A N/A 5
95. Race Horses Purchased Through Claiming Races N/A N/A N/A N/A N/A N/A 5
96. Race Horses Purchased Out of State N/A N/A N/A N/A N/A N/A 5
97. Training and Maintaining Race Horses 2006 3.0 3.0 3.0 3.0 3.0 3.0 4C
98. Property Sold to Contractors for Capital
Improvements or Repairs for Exempt
Organizations 2006-2008 81.0 92.0 97.0 88.0 79.0 85.0 4C
99. Property Donated by a Manufacturer to an Exempt
Organization N/A N/A N/A N/A N/A N/A 5
100. Sales and Use Tax Paid to Other States N/A N/A N/A N/A N/A N/A 5
101. Precious Metal Bullion and Coins 2008 267.0 308.0 381.0 380.0 386.0 412.0 4C
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Data
Source History Forecast Reliability
Tax Item Year(s) 2006 2007 2008 2009 2010 2013 Level

102. Computer Software Transferred to Affiliated

Corporations N/A N/A N/A N/A N/A N/A 5
103. Services to Computer Software N/A N/A N/A N/A N/A N/A 5
104. Self-use of Prewritten Software by its Author N/A N/A N/A N/A N/A N/A 5
105. Computer System Hardware 2006-2008 27.0 26.0 24.0 21.0 21.0 23.0 4C
106. Promotional Materials Mailed Out of State N/A N/A N/A N/A N/A N/A 5
107. Printed Promotional Materials 2007 37.0 40.0 43.0 47.0 46.0 43.0 4C
108. U.S.Postage Used in the Distribution of Promotional

Materials N/A N/A N/A N/A N/A N/A 5
109. Clothing and Footwear 2006-2007 572.0 727.0 715.0 700.0 515.0 833.0 4B
110. Coin-Operated Photocopying Machines 2006-2007 * * * * * * 4Cc
111. Luggage Carts 2008 * * * * * * 4C
112. Emissions Testing Equipment 2006-2009 * * * * * * 4A
113. College Textbooks 2006-2009 25.0 25.0 24.0 25.0 24.0 20.0 4B
114. Live Dramatic or Musical Arts Production 2006 3.0 4.0 4.0 4.0 4.0 5.0 4A
115. Lower Manhattan Commercial Office Space 2006-2008 15.0 13.0 13.0 18.0 21.0 10.0 4B

Exempt Organizations

116. New York State Agencies and Political Subdivisions 2006-2008 1,158.0 1,228.0 1,316.0 1,261.0 1,274.0 1,299.0 4C
117. Industrial Development Agencies 2006-2009 87.0 98.0 109.0 76.0 77.0 81.0 4A
118. Federal Agencies 2007-2009 285.0 282.0 330.0 348.0 351.0 355.0 4B
119. United Nations N/A N/A N/A N/A N/A N/A 5
120. Diplomats and Foreign Missions N/A N/A N/A N/A N/A N/A 5
121. Charitable Organizations 2006-2009 426.0 438.0 471.0 488.0 498.0 528.0 4C
122. Veterans Posts or Organizations 2006-2009 * * * * * * 4C
123. Veterans Home Gift Shops® 2006 * * * * * * 4Cc
124. Indian Nations and Members of Such Indian Nations 2007 4.0 4.0 4.0 4.0 4.0 4.0 4C
125. U.S. Military Base Post Exchanges 2006 7.0 7.0 8.0 8.0 8.0 9.0 4A
126. Nonprofit Health Maintenance Organizations 2006-2009 11.0 12.0 13.0 13.0 13.0 14.0 4A
127. Nonprofit Medical Expense Indemnity or Hospital

Service Corporations 2006-2009 6.0 5.0 5.0 5.0 5.0 5.0 4A
128. Nonprofit Property/Casualty Insurance Companies N/A N/A N/A N/A N/A N/A 5
129. Certain State Credit Unions? 2006-2009 0.0 0.0 2.0 2.0 2.0 3.0 4A
130. Rural Electric Cooperatives 2006-2009 * * * * * * 4A
131. Municipal Trash Removal Services 2006-2009 41.0 39.0 40.0 39.0 39.0 40.0 4B

Exempt Admission Charges

132. Certain Admission Charges 2007 63.0 65.0 67.0 69.0 71.0 76.0 4B
133. Amusement Park Admissions 2007 2.0 2.0 2.0 2.0 2.0 2.0 4A
134. Events Given for the Benefit of Charitable

Organizations, Veterans Posts, and Indian Nations N/A N/A N/A N/A N/A N/A 5
135. Events Given for the Benefit of Certain Orchestras

and Opera Companies N/A N/A N/A N/A N/A N/A 5
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Data
Source History Forecast Reliability
Tax Item Year(s) 2006 2007 2008 2009 2010 2013 Level
136. National Guard Organization Events N/A N/A N/A N/A N/A N/A 5
137. Municipal Police and Fire Department Events N/A N/A N/A N/A N/A N/A 5
138. Certain Athletic Games N/A N/A N/A N/A N/A N/A 5
139. Carnivals or Rodeos for Certain Charitable
Organizations 2007 * * * * * * 4B
140. Agricultural Fairs 2006-2009 * * * * * * 4A
141. Historical Homes, Gardens, Sites, and Museums N/A N/A N/A N/A N/A N/A 5
142. Performances at a Roof Garden or Cabaret® 2008 * * * * * * 4C
Credits
143. Sales Tax Vendor Credit 2006-2010 60.0 94.0 95.0 96.0 79.0 76.0 3
144. Tangible Property Sold by Contractors in Certain
Situations N/A N/A N/A N/A N/A N/A 5
145. Veterinary Drugs N/A N/A N/A N/A N/A N/A 5
146. Construction Materials Used in Empire Zones N/A N/A N/A N/A N/A N/A 5
147. Bus Companies Providing Local Transit Service 2006-2009 * * * * * * 4A
148. Vessel Operators Providing Local Transit Service 2006-2009 * * * * * * 4B
149. Qualified Empire Zone Enterprises’ 2009 - - - * 20.0 20.0 4Cc
150. Economic Transformation and Facility
Redevelopment Program* 2012 - - - - - 5.0 4B
1/ A ?ew tax expenditure item or a revision of the methodology, data or data sources resulting in an estimate that better reflects the tax expenditure
value.
2/ First estimate in history is a partial calendar year estimate.
-- The tax expenditure was not applicable for these years.
* Less than $1 million.
N/A No data available.
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Services

1.

Certain Information Services

Citation: Section 1105(c)(1)

Effective Date: August 1, 1965; September 1, 1995 for meteoroldgiervices;
March 1, 2012 for electronic news services.

Description: An exclusion is allowed for the furnishing of ammation that is
personal or individual in nature, the servicesdMaatising or other agents acting in
a representative capacity, information servicesl use newspapers, electronic
news services, radio broadcasters, and televistadisasters in the collection and
dissemination of news, and meteorological services.

Estimate: No data available

Reliability: Level 5

Certain Information Services Provided Over the Telphone

Citation: Section 1105(c)(9)

Effective Date: September 1, 1990

Description: An information service that would be exempt friaxif delivered in
printed form is also exempt from tax when provideer the telephone. This
exemption complements Section 1105(c)(1), whidkeis number 1 above.
Estimate: No data available

Reliability: Level 5

Services Performed on a Non-Trade Basis

Citation: Section 1105(c)(3)(i) and Section 1105(c)(5)(i)

Effective Date: August 1, 1965

Description: An exclusion is allowed for installation, repaand maintenance

services rendered by an individual who is engagedttl by a private homeowner

or lessee in or about his residence and who isnnatregular trade or business
offering those services to the public.

Estimate: No data available

Reliability: Level 5

Laundering, Tailoring, Shoe Repair, and Similar Sevices

Citation: Section 1105(c)(3)(ii)

Effective Date: August 1, 1965

Description: Charges for laundering, dry cleaning, tailorimgaving, pressing,
shoe repairing, and shoe shining are excluded feon

Estimates: 2010: $79.0 million — 2013: $87.0 million

Data Source: U.S. Census Bureau

Reliability: Level 4B

Capital Improvement Installation Services

Citation: Section 1105(c)(3)(iii)

Effective Date: August 1, 1965

Description: An exclusion is allowed for installing propertyhigh, when
installed, will constitute an addition or capitalprovement to real property.
Estimates: 2010: $486.0 million — 2013: $520.0 million
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10.

Data Source: U.S. Census Bureau, F.W. Dodge
Reliability: Level 4C

Services Related to Railroad Rolling Stock

Citation: Section 1105(c)(3)(viii)

Effective Date: September 1, 1985

Description: Excluded from tax are repair and maintenanceiceswendered
with respect to railroad rolling stock primarilygaged in carrying freight, but not
including any charge for parts.

Estimates: 2010: $2.0 million — 2013: $2.0 million

Data Source: New York State Department of Transportation

Reliability: Level 4B

Services to Property Delivered Outside New York

Citation: Section 1115(d)

Effective Date: August 1, 1965

Description: Services to tangible personal property are exevhph the property
is delivered outside New York State for use outsideState.

Estimate: No data available

Reliability: Level 5

Municipal Parking Services

Citation: Section 1105(c)(6)

Effective Date: December 1, 1996

Description: Charges for parking, garaging, or storing mogdrigles are exempt
at facilities owned and operated by local governisi@md local public parking
authorities.

Estimates: 2010: $9.0 million — 2013: $10.0 million

Data Source: New York State Office of the Comptroller; City biew York
Office of Management and Budget

Reliability: Level 4A

Parking and Garaging at a Private Residence

Citation: Section 1105(c)(6)

Effective Date: June 1, 1990

Description: Charges for parking, garaging or storing vehieles garage which
constitutes part of the premises occupied solelg pavate one- or two-family
dwelling are exempt.

Estimates: 2010: Minimal — 2013: Minimal

Data Source: New York State Department of Taxation and Finance
Reliability: Level 4A

Certain Protective and Detective Services

Citation: Section 1105(c)(8)

Effective Date: June 1, 1990

Description: Protective and detective services provided by watchman
licensed by the Waterfront Commission of New Yoikbbr are exempt from tax.
Estimates: 2010: Minimal — 2013: Minimal
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11.

12.

13.

14.

15.

Data Source: New York Shipping Association, Inc.
Reliability: Level 4A

Medical Emergency Alarm Call Services

Citation: Section 1115(r)

Effective Date: September 1, 1994

Description: Exempt from tax are medical emergency alarm sesvi
Estimates: 2010: $1.0 million — 2013: $1.0 million

Data Source: U.S. Census Bureau; Philips Lifeline, Inc.
Reliability: Level 4C

Coin-Operated Car Wash Services

Citation: Section 1115(t)

Effective Date: December 1, 1997; December 1, 2004 for certaguwaing
services; December 1, 2005 for additional automaéedices.

Description: The sales tax exempts the service of washingngaar vacuuming
a motor vehicle or other property by means of aperated equipment.
Estimates: 2010: $9.0 million — 2013: $11.0 million

Data Source: U.S. Census Bureau; Professional Carwashing &ailreg
Magazine

Reliability: Level 4C

Trash Removal from a Waste Transfer Facility

Citation: Section 1105(c)(5)(iv)

Effective Date: December 1, 2005

Description: Excluded from tax is the removal of waste matdrai a waste
transfer station or construction and demolitionrdglirocessing facility, where the
waste to be removed was not originally generatethéyacility.

Estimate: 2010: $3.0 million — 2013: $2.0 million

Data Source: New York State Department of Environmental ConsomaNew
York State Department of Taxation and Finance

Reliability: Level 4B

Transportation Services in Connection with Funeals

Citation: Sections 1101(b)(34)

Effective Date June 1, 2009

Description: Excluded from tax is the transportation servicetrahsporting
persons in connection with funerals

Estimates: 2010: $1.0 million — 2013: $1.0 million

Data Source:New York State Department of Health; National Fah&irectors
Association

Reliability: Level 4B

Transportation Services Provided by Affiliated Livery Vehicles

Citation: Sections 1101(b)(34)
Effective Date: June 1, 2009
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Food

16.

17.

18.

Description: Charges for transportation services provided byiatéd livery
vehicles wholly within New York City are excludeain the sales tax on certain
transportation services.

Estimates: 2010: $3.0 million — 2013: $3.0 million

Data Source:New York State Division of the Budget

Reliability: 4C

Certain Food Products

Citation: Sections 1115(a)(1), 1105(d)(i)(3)

Effective Date: August 1, 1965

Description: Exempt from tax are food, food products, bevesadetary foods,
and health supplements sold for human consumptidre exemption does not
include candy and confectionery, fruit drinks whodntain less than 70 percent of
natural fruit juice, soft drinks, sodas, beer, wioeother alcoholic beverages. In
addition, sales of food (other than sandwicheslyioik of a type commonly sold in
food stores (other than food stores principallyagegl in selling prepared foods)
are exempt when sold by a restaurant or other ledtatent in an unheated state,
for off-premises consumption.

Estimates: 2010: $1,147.0 million — 2013: $1,313.0 million

Data Source: U.S. Bureau of Labor Statistics

Reliability: Level 4B

Food Sold to Airlines

Citation: Section 1105(d)(ii)(A)

Effective Date: August 1, 1965

Description: The sales tax does not apply to food or drinkithsold to an airline
for consumption by passengers while in flight.

Estimates: 2010: $5.0 million — 2013: $6.0 million

Data Source: Air Transport Association

Reliability: Level 4A

Food Sold at School Cafeterias

Citation: Section 1105(d)(ii)(B)

Effective Date: September 1, 1968

Description: Food or drink sold to nursery school, kindergaredementary, or
secondary school students at a restaurant or cafébeated at the school is
excluded from tax. Also excluded are food and tmofelic beverages sold at a
restaurant, tavern, or other establishment locatethe premises of a college or
university when sold to enrolled students underdractual arrangement whereby
the students do not pay cash at the time theyaaved.

Estimates: 2010: $119.0 million— 2013: $135.0 million

Data Source: New York State Department of Education

Reliability: Level 4A
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19.

20.

21.

22.

23.

Food Purchased with Food Stamps

Citation: Section 1115(k)

Effective Date: October 1, 1987

Description: Receipts from the sale of food eligible to begmased with Food
Stamps are exempt from tax when such food is psethaith Food Stamps.
Estimates: 2010: $206.0 million — 2013: $232.0 million

Data Source: New York State Office of Temporary and Disabilkgsistance
Reliability: Level 4A

Water Delivered Through Mains or Pipes

Citation: Section 1115(a)(2)

Effective Date: August 1, 1965

Description: Water delivered to consumers through mains cegip

exempt.

Estimates: 2010: $77.0 million — 2013: $80.0 million

Data Source: New York State Department of Public Service; Néark State
Office of the State Comptroller; New York City Watnd Sewer System
Reliability: Level 4B

Mandatory Gratuity Charges

Citation: Section 1105(d) and Regulation Section 527.8(1)

Effective Date: August 1, 1965

Description: A separately stated charge specifically desighata gratuity is
exempt where all such monies received are paidtovemployees.

Estimates: 2010: $28.0 million — 2013: $30.0 million

Data Source: New York State Department of Taxation and Finar@earnell
University School of Hotel and Food Service Managetn

Reliability: Level 4A

Wine Used for Wine Tastings

Citation: Section 1115(a)(33)

Effective Date: December 1, 1997

Description: Exempt from tax is the wine that a winery, winohesaler, or wine
importer furnishes to customers or prospectiveausts at a wine tasting.
Estimates: 2010: Minimal — 2013: Minimal

Data Source: New York State Department of Taxation and Finance
Reliability: Level 4A

Vending Machine Sales of Hot Drinks and Certain Fods

Citation: Section 1105(d)(i)(3)

Effective Date: December 1, 1997; December 1, 1999 for crediifd=iyd-
operated machines.

Description: Exempt from tax are hot drinks sold through coperated vending
machines and vending machines accepting credis cardebit cards. In addition,
vending machine sales of other food and beveragkiding food and beverage
sold for on-premises consumption, are exempt iffitloel or beverage would be
exempt when sold at a grocery store.

90



SALES AND USE TAX

24.

25.

Estimates: 2010: $14.0 million — 2013: $16.0 million
Data Source: Vending Times; U.S. Census Bureau
Reliability: Level 4C

Vending Machine Sales of Candy, Juice and Soft Drks

Citation: Section 1115(a)(1)

Effective Date: September 1, 2000

Description: Candy, fruit drinks, and soft drinks sold for&énts or less through
a vending machine are exempt from tax.

Estimates: 2010: $3.0 million — 2013: $3.0 million

Data Source:Vending Times; U.S. Census Bureau

Reliability: Level 4C

Food Sold at Senior Citizen Housing Communities

Citation: Section 1115(w)

Effective Date: December 1, 2000

Description: Sales by a senior citizen independent housingroamity of food or
drink (except alcoholic beverages) for on-premisescimption are exempt from
tax when served to residents and their guestseadihing facility or in the
resident’s room.

Estimates: 2010: Minimal — 2013: Minimal

Data Source: New York State Department of Taxation and Finaiswv York
State Department of Health

Reliability: Level 4B

Medical

26.

27.

Drugs, Medicine, and Medical Supplies

Citation: Section 1115(a)(3), ()

Effective Date: August 1, 1965 for drugs and medicines; Septerhp#®76 for
medical equipment and supplies and services tocakéguipment.

Description: Exempt from tax are drugs and medicines intenfi@duse,
internally or externally, in the cure, mitigatidreatment, or prevention of illnesses
or diseases in human beings. The exemption extenaedical equipment and
supplies required for such use or to correct evadte physical incapacity, services
to medical equipment, and products consumed by harfwa the preservation of
health. This exemption does not include cosmeitidsilet articles and does not
include purchases of medical equipment and suppiies person who provides
medical or dental services for compensation.

Estimates: 2010: $913.0 million — 2013: $1,056.0 million

Data Source: U.S. Department of Commerce, U.S. Census Bureau
Reliability: Level 4C

Eyeglasses, Hearing Aids, and Prosthetic Aids

Citation: Section 1115(a)(4), (9)
Effective Date: August 1, 1965 (Sec. 1115(a)(4)); September B (R€c. 1115(qg))
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28.

29.

Description: Eyeglasses, hearing aids, prosthetic aids, afitial devices and
component parts purchased to correct physical amgpn human beings, as well
as services performed upon these items, are exeonptax.

Estimates: 2010: $129.0 million — 2013: $136.0 million

Data Source: U.S. Department of Commerdd.S. Census Bureau

Reliability: Level 4C

Veterinarian Services

Citation: Section 1115(f)

Effective Date: June 1, 1967

Description: Services rendered by a licensed veterinariarhéngractice of
veterinary medicine are exempt from tax. Tanguglesonal property designed for
use by domestic animals or poultry is also exempgwsold by a veterinarian.
However, the veterinarian is liable for the salas on the purchase of such
property.

Estimates: 2010: $33.0 million — 2013: $36.0 million

Data Source: American Veterinary Medical Association; The NelsA.
Rockefeller Institute of Government

Reliability: Level 4B

Service Dogs

Citation: Section 1115(s)

Effective Date: September 24, 1995

Description: The sale of any good or service necessary toit@;qgustain, or
maintain a guide dog, a hearing dog, or a servigevehich is used by a person
with a disability is exempt.

Estimates: 2010: Minimal — 2013: Minimal

Data Source: New York State Department of Agriculture and Mask New York
City Department of Health

Reliability: Level 4B

Energy

30.

Residential Energy

Citation: Sections 1105-A, 1115(a)(25)

Effective Date: October 1, 1980 (Section 1105-A); September 8519
(Section 1115(a)(25))

Description: Receipts from the retail sale of wood used feidential heating
purposes, fuel oil, propane (except when sold maiaers that hold less than 100
pounds), natural gas, electricity and steam, asd glactric, and steam services
used for residential purposes are taxed at theafatero percent and thus are
exempt from State sales tax. Residential use toir@agas obtained from a gas
well located on the landowner’s property is exempt.

Estimates: 2010: $749.0 million — 2013: $763.0 million

Data Source:New York State Department of Taxation and FinamNsy York
State Energy Research and Development Authority; Gensus Bureau
Reliability: Level 4A
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31.

32.

33.

34.

Fuel, Gas, Electricity, Refrigeration, and Steam Usd in Research and
Development and Production

Citation: Section 1115(a)(10), (b)(ii), (c)(1)

Effective Date: August 1, 1965

Description: Fuel oil, gas, electricity, refrigeration, andam; and gas, electric,
refrigeration, and steam service used directly exclusively in research and
development in the experimental or laboratory semseused directly and
exclusively in the production of tangible persomabperty, gas, electricity,
refrigeration, or steam, for sale, by manufacturipgocessing, assembling,
generating, refining, mining, or extracting are raypé from the sales tax.
Estimates: 2010: $164.0 million — 2013: $178.0 million

Data Source: New York State Energy Research and Developmettiofty; U.S.
Department of Energy

Reliability: Level 4C

Fuel, Gas, Electricity, Refrigeration, and Steam Usd in Farming and
Commercial Horse Boarding

Citation: Section 1115(c)(2)

Effective Date: September 1, 2000

Description: Fuel, gas, electricity, refrigeration, and steamg gas, electric,
refrigeration, and steam service used in the pricdlucof tangible personal
property, for sale, by farming or in a commerciatde boarding operation are
exempt from tax.

Estimates: 2010: $11.0 million — 2013: $16.0 million

Data Source: U.S. Department of Agriculture; New York Statepfagment of
Agriculture and Markets

Reliability: Level 4B

Reduced Rate on Gas and Electric Delivery

Citation: Section 1105-C

Effective Date: September 1, 2000

Description: On September 1, 2000, and on September 1 ofyeactollowing,
the sales and use tax rate on transportation,mige®n, or distribution of gas or
electricity when sold by someone other than theleenf the gas or electricity was
reduced by 25 percent of the rate in effect on &eper 1, 2000. Beginning
September 1, 2003, the State tax rate was redocastd.

Estimates: 2010: $57.0 million — 2013: $60.0 million

Data Source: New York State Public Service Commission

Reliability: Level 4B

Gas and Electricity Used in Transmission, Distribuiton and Storage

Citation: Section 1115(w)

Effective Date: June 1, 2000

Description: Gas or electricity or gas or electric serviceduskrectly and
exclusively to provide gas or electric service ¢stirsg of operating a gas pipeline
or gas distribution line or an electric transmigsio distribution line and ensuring
the necessary working pressure in an undergrousidtgaage facility is exempt.
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35.

36.

37.

38.

39.

Estimates: 2010: $6.0 million — 2013: $6.0 million

Data Source: New York State Public Service Commission; U.S. Depant of
Energy, Energy Information Administration

Reliability: Level 4C

Residential Solar Energy Systems

Citation: Section 1115(ee)

Effective Date: September 1, 2005

Description: Residential solar energy systems equipment andéhace of
installing such systems is exempt from tax.

Estimate: 2010: Minimal — 2013: Minimal

Data Source: New York State Energy Research and DevelopmentokiiyhU.S.
Department of Energy, Energy Information Administra

Reliability: Level 4B

Commercial Solar Energy Systems

Citation: Section 1115(hh)

Effective Date: January 1, 2013

Description: The retail sale and installation of commercidhsenergy systems
equipment is exempt from tax.

Estimates: 2010: N/A — 2013: $1.0 million

Data Source: New York State Division of the Budget

Reliability: 4C

Electricity, Refrigeration, and Steam Sold by Certin Cooperative
Corporations

Citation: Section 1115(b)(iii)

Effective Date: March 1, 2006

Description: Exempt from tax are electricity, steam, and gefration produced
by a cogeneration facility owned and operated Ioagecooperative corporations
and distributed to tenants.

Estimate: No data available

Reliability: Level 5

Automotive Fuel Receipts Exceeding Two Dollars Pdgallon

Citation: Section 1111(m)

Effective Date: June 1, 2006

Description: Certain motor fuel and diesel motor fuel salessarbject to tax at
the rate of 8 cents per gallon. This effectivetgrapts the portion of the taxable
receipt exceeding two dollars per gallon.

Estimate: 2010: $178.0 million — 2013: $384.0 million

Data Source: New York State Department of Taxation and Finaimy York
State Energy Research and Development Authority

Reliability: Level 4A

Alternative Fuels
Citation: Section 1115(a)(42)
Effective Date: September 1, 2006
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40.

Description: E85, CNG, or hydrogen is exempt from sales tagwised directly
and exclusively in the engine of a motor vehicle.

Termination Date: Expires August 31, 2013

Estimate: 2010: Minimal — 2013: Minimal

Data Source: New York State Department of Taxation and Finance
Reliability: Level 4A

B20 Bio-Diesel Fuel

Citation: Section 1111(n)

Effective Date: September 1, 2006

Description: Bio-diesel fuel that is B20 is exempt from 20qaatt of the cents-
per-gallon sales tax rate imposed on certain sdldsesel motor fuel.
Termination Date: Expires August 31, 2013

Estimate: 2010: Minimal — 2013: Minimal

Data Source: New York State Department of Taxation and Finance
Reliability: Level 4A

Transportation

41.

42.

43.

Commercial Vessels

Citation: Sections 1101(b)(16), 1105(c)(3)(iv), 1115(a)(8)

Effective Date: August 1, 1965 (Sections 1105(c)(3)(iv), 111Ry)(
December 1, 1996 (Section 1101(b)(16))

Description: Sales of commercial vessels primarily engagedhiterstate or
foreign commerce and property used by or purchiaseke use of such vessels for
fuel, provisions, supplies, maintenance, and re@ag exempt. Services rendered
with respect to commercial vessels are also exempt.

Estimates: No data available.

Reliability: Level 5

Barge Repairs

Citation: Section 1115(q)

Effective Date: December 1, 1993

Description: Exempt from tax are maintenance and repair sesvimcluding
parts) performed on a barge having a cargo capatiy least 1,000 short tons
used exclusively to transport goods in the conadigts owner’s business and
primarily engaged in transportation between NewkY@tate and any other state or
foreign country.

Estimates: 2010: Minimal — 2013: Minimal

Data Source:U.S. Department of Commerce; U.S. Army Corps ajikeers
Reliability: Level 4C

Commercial Aircraft

Citation: Sections 1101(b)(17), 1105(c)(3)(v), 1115(a)(21)

Effective Date: March 1, 1979 (Sections 1105(c)(3)(v), 1115(a)21
December 1, 1996 (Section 1101(b)(17))

Description: Exempt from tax are commercial aircraft primamggaged in
intrastate, interstate, or foreign commerce; maatyior equipment to be installed
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45.

46.

47.

on such aircraft; property used by or purchasedHeruse of such aircraft for
maintenance and repairs; flight simulators purct&secommercial airlines; and
services rendered with respect to exempt purchases.

Estimates: 2010: $12.0 million — 2013: $12.0 million

Data Source: U.S. Census Bureau

Reliability: Level 4C

Fuel Sold to Airlines

Citation: Section 1115(a)(9)

Effective Date: August 1, 1965

Description: Fuel sold to an airline for use in its airplarsesxempt from tax.
Estimates: 20101: $52.0 million — 2013: $61.0 million

Data Source: New York State Energy Research and Developmetitdkity
Reliability: Level 4A

Parts for Foreign Aircraft

Citation: Section 1118(8)

Effective Date: September 1, 1977

Description: Parts, engines, consumable technical supplidsyamtenance and
ground equipment used exclusively in the operatiandling, or maintenance of
aircraft are exempt from use tax if it is a foregriine which brings such items
into New York from a foreign country. These itemsist be used on aircraft
owned by the foreign airline, and are exempt ohbimilar items would not be
subject to tax in the airline’s home country if@akinto such country by a U.S.
airline.

Estimate: No data available

Reliability: Level 5

Services to Private Aircraft

Citation: Section 1115(dd)

Effective Date: December 1, 2004

Description: A sales and use tax exemption is provided for neaice and
certain other services performed on private aitcaafwell as the tangible personal
property purchased and used in performing the sesvand any related storage
charges.

Estimate: 2010: $4.0 million — 2013: $4.0 million

Data Source: General Aviation Manufacturers Association, New R @tate
Department of Transportation

Reliability: Level4C

Intra-family Sales of Motor Vehicles

Citation: Section 1115(a)(14)

Effective Date: September 1, 1969 for transactions between s uswl
September 1, 1972 for transactions between par@mdschildren.
Description: Motor vehicles sold between spouses, or by anp&oea child or
child to parent are exempt from tax.

Estimate: No data available

Reliability: Level 5
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49.

50.

51.

52.

Motor Vehicles and Vessels Sold to Nonresidents
Citation: Section 1117(a)

Effective Date: August 1, 1965, as amended December 1, 1994 and

March 1, 2001.

Description: Sales of motor vehicles and vessels in New Yorionresidents are
exempt from the sales tax provided the nonresig@rdhaser is not registering the
newly purchased vehicle or vessel for use in NewkYo

Estimate: No data available

Reliability: Level 5

Rental of Trucks in Certain Cases

Citation: Section 1115(a)(22)

Effective Date: May 15, 1981

Description: Certain rentals or leases of trucks, tractorstractor-trailer
combinations to an authorized carrier, pursuaattoitten contractual agreement
are exempt. To qualify for exemption the equipmenist be for use as
augmenting equipment in the transportation, fa,tof tangible personal property,
provided the owner of the vehicle, or an employééhe owner, operates the
vehicle.

Estimate: No data available

Reliability: Level 5

Tractor-Trailer Combinations

Citation: Section 1115(a)(26), (9)

Effective Date: January 1, 1988

Description: Exempt from tax are tractors, trailers or senidra, and property
installed on such vehicles for their equipping, mbanance, or repair, provided the
vehicle is used in combination where the gross meaifisuch combination exceeds
26,000 pounds. Related services performed on tredseles are also exempt.
Estimates: 2010: $10.0 million — 2013: $13.0 million

Data Source: New York State Department of Motor Vehicles; U@&ensus
Bureau

Reliability: Level 4A

Sales of Property by Railroads in Reorganization

Citation: Section 1115(h)

Effective Date: August 1, 1975

Description: Sales of tangible personal property by a railioadorganization to
a profitable railroad are exempt if the transaddiare part of a reorganization plan.
Estimates: 2010: $0.0 million — 2013: $0.0 million

Data Source: New York State Department of Transportation

Reliability: Level 4A

Commercial Buses

Citation: Section 1115(a)(32), (u)
Effective Date: December 1, 1997
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Description: Exempt from tax are buses and parts, equipmedhtparicants used
in operating the bus, provided the vehicle weighteast 26,000 pounds and
measures 40 feet and is used to transport personsire. Related services
performed on these vehicles are also exempt.

Estimates: 2010: $5.0 million — 2013: $7.0 million

Data Source: New York State Department of Motor Vehicles; TBes
Association of New York State

Reliability: Level 4A

Marine Terminal Facility Equipment

Citation: 1115(a)(41)

Effective Date: December 1, 2005

Description: Exempt from tax are machinery and equipment fordireetly and
predominantly in loading, unloading, and handlirggo at a marine terminal
facility located in a city with a population of on@llion or more which in 2003,
handled more than 350,000 twenty-foot equivalesymEUS).

Estimate: 2010: Minimal — 2013: Minimal

Data Source: New York State Division of the Budget

Reliability: Level 4B

Ferry Boats

Citation: Section 1115(a)(43)

Effective Date: September 1, 2008

Description: Exempt from tax are ferry boats and property usezbnjunction
with exempt boats for fuel, provisions, suppliegjmienance and repairs.
Estimates: 2010: Minimal — 2013: Minimal

Data Source: New York State Department of Taxation and Finance
Reliability: 4A

Communication and Media

55.

56.

Interstate or International Telephone and TelegraphService

Citation: Section 1105(b)

Effective Date: August 1, 1965

Description: Charges for interstate and international telephang telegraph
services are exempt.

Estimates: 2010: $219.0 million — 2013: $235.0 million

Data Source: New York State Department of Taxation and Finance
Reliability: Level 4A

Internet Access Service

Citation: Section 1115(v)

Effective Date: February 1, 1997

Description: The sales tax exempts Internet access servimgdeintal services
such as Internet communications or navigation so#ywan email address, and
news headlines when offered in conjunction witletnet access are considered
part of the exempt service.

Estimates: 2010: $193.0 million — 2013: $218.0 million
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Data Source: U.S. Census Bureau
Reliability: Level 4C

Cable Television Service

Citation: Section 1105(c)(9)

Effective Date: September 1, 1990

Description: Cable television service is exempt from tax.
Estimates: 2010: $260.0 million — 2013: $305.0 million
Data Source: U.S. Census Bureau

Reliability: Level 4C

Newspapers and Periodicals

Citation: Sections 1101(b)(6), 1115(a)(5), Regulation $a&PR8.6, Section 1118(5)
Effective Date: August 1, 1965 (Section 1115(@)(5)); December 9941
(Section 1101(b)(6))

Description: The sales of newspapers and periodicals, inajuaknwspapers and
periodicals delivered electronically, are exemptrfrtax. In addition, the paper
and ink used to publish newspapers and periodi&zalexempt.

Estimates: 2010: $64.0 million — 2013: $61.0 million

Data Source: U.S. Census Bureau

Reliability: Level 4B

Electronic News Services and Electronic Periodicals

Citation: Section 1115(gQ)

Effective Date: March 1, 2012

Description: Certain electronic news services and electroeigogicals are
exempt from tax.

Estimates: 2010: Not Applicable — 2013: Minimal

Data Source: New York State Department of Taxation and Finance
Reliability: 4C

Shopping Papers

Citation: Section 1115(a)(20), (i)

Effective Date: September 1, 1977

Description: Receipts from the retail sale of a shopping p&ptre publisher are
exempt as well as the receipts from the sale aftipg services performed in
publishing such paper. In addition, the paperiakdised to publish a shopping
paper are exempt.

Estimates: 2010: $1.0 million— 2013: $1.0 million

Data Source: U.S. Census Bureau

Reliability: Level 4C

Telephone Service Used by the Media

Citation: Section 1115(b)(i)

Effective Date: August 1, 1965; March 1, 2012 for electronic neesvices
Description: Charges for telephone and telegraph service ligewwspapers,
electronic news services, radio broadcasters, eledision broadcasters in the
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63.

64.

65.

collection or dissemination of news are exemphé& tharges are toll charges or
charges for mileage.

Estimates: No data available

Data Source: New York State Department of Taxation and Finance
Reliability: Level 5

Certain Coin-Operated Telephone Charges

Citation: Section 1115(e)

Effective Date: September 1, 1998

Description: Coin-operated telephone charges of 25 centserde exempt.
Estimates: 2010: $1.0 million — 2013: Minimal

Data Source: U.S. Federal Communications Commission; New \Rigte Public
Service Commission

Reliability: Level 4C

Telecommunications and Internet Equipment

Citation: Sections 1115(a)(12-a), 1105(c)(3)(x)

Effective Date: September 1, 2000

Description: Exempt from tax is tangible personal propertydudeectly and
predominantly in the receiving, initiating, amplifig, processing, transmitting,
re-transmitting, switching, or monitoring or swieh of telecommunications
services for sale or Internet access servicesalet s

Estimates: 2010: $69.0 million — 2013: $76.0 million

Data Source: New York State Public Service Commission; CTIAhke Wireless
Association

Reliability: Level 4B

Internet Data Centers

Citation: Section 1115(a)(37), (y)

Effective Date: September 1, 2000

Description: Machinery, equipment, and certain other tangielesonal property
sold to a person operating an Internet data céimé¢is required for and directly
related to the provision of Internet Web site hagtaind other Web site services at
the data center are exempt. Also exempt are nesgavices to the exempt tangible
personal property and building security services.

Estimates: 2010: $10.0 million — 2013: $10.0 million

Data Source: The Uptime Institute

Reliability: Level 4C

Radio and Television Broadcasting
Citation: Section 1115(a)(38), (aa)
Effective Date: September 1, 2000
Description: Exempt from tax are purchases by radio and t&l@vibroadcasters
of machinery, equipment, parts, tools, and supplg=d in the production and
transmission of live or recorded programs. Instg]lmaintaining, servicing, or
repairing the exempt items is also exempt. Moreabe services of producing,
fabricating, processing, printing, or imprintingtgble personal property furnished
to the service provider by the broadcaster andopmdd in connection with the
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production, post-production, or the transmissiohivaf or recorded programs are
exempt. A broadcaster includes Federal CommupitcstCommission licensed
radio and television stations, radio and televisietworks, and cable television
networks.

Estimates: 2010: $4.0 million — 2013: $4.0 million

Data Source: U.S. Census Bureau

Reliability: Level 4C

Film Production

Citation: Section 1115(a)(39) and Section 1115(bb)

Effective Date: December 1, 2002

Description: Tangible personal property used or consumed ttiireand
predominantly in the production of a film for sateexempt, regardless of the
medium by which the film is conveyed to the pur@rasFor purposes of this
exemptionfilm means feature films, documentary films, shorisytsion films,
television commercials, and similar productiondie Exemption also extends to
services rendered to the exempt property and tbdie utility services used
directly and exclusively in production.

Estimate: No data available

Reliability: Level 5

Certain Mobile Telecommunication Services

Citation: Section 1115(cc)

Effective Date: August 1, 2002

Description: The sale of mobile telecommunication services imppme service
provider is exempt from tax if the mobile telecommuations customer’s place of
primary use is outside of New York State.

Estimate: 2010: $5.0 million — 2013: $5.0 million

Data Source: U.S. Census Bureau

Reliability: Level 4B

Industry

68.

69.

Tools and Supplies Used in Production

Citation: Sections 1105-B(a), 1115(a)(36)

Effective Date: March 1, 1981, December 1, 1998 (Section 1115¢)(
Description: Receipts from the retail sale of parts with guidée of one year or
less, tools and supplies for use or consumpticectyr and predominantly in the
production of tangible personal property, gas,talgty, refrigeration, or steam for
sale by manufacturing, processing, generatingnasi#gg, refining, mining, or
extracting are exempt from sales tax.

Estimate: No data available

Reliability: Level 5

Farm Production and Commercial Horse Boarding

Citation: Sections 1115(a)(6), 1105(c)(3)(vi), 1105(c)@®)(i

Effective Date: August 1, 1965 (Section 1115(a)(6)); Septemberl 982
(Section 1105(c)(3)(vi)), September 1, 2000 (Seclid05(c)(5)(iii))
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72.

73.

Description: Exempt from tax is tangible personal property foge or
consumption predominantly in the production, fotesaf tangible personal
property by farming or in a commercial horse baagdiperation. Also exempt are
the services of installing, repairing, maintainiagd servicing tangible personal
property and real property used predominantlyimfag or in a commercial horse
boarding operation.

Estimates: 2010: $65.0 million — 2013: $80.0 million

Data Source:U.S. Department of Agriculture, Economic Rese&elvice; New
York State Department of Agriculture and MarketsSUAgriculture Statistics
Service

Reliability: Level 4B

Research and Development Property

Citation: Section 1115(a)(10)

Effective Date: August 1, 1965

Description: Tangible personal property purchased for useomsamption
directly and predominantly in research and develamnin the experimental or
laboratory sense is exempt from tax.

Estimates: 2010: $58.0 million — 2013: $65.0 million

Data Source: National Science Foundation

Reliability: Level 4B

Machinery and Equipment Used in Production

Citation: Section 1115(a)(12)

Effective Date: August 1, 1965

Description: Exempt from sales tax are machinery and equiprfentise or
consumption directly or predominantly in the pratiluec of tangible personal
property, gas, electricity, refrigeration, or stedon sale by manufacturing,
processing, generating, assembling, refining, nginam extracting.

Estimates: 2010: $277.0 million — 2013: $296.0 million

Data Source: U.S. Census Bureau

Reliability: Level 4B

Services to Machinery and Equipment Used in Produain

Citation: Section 1105-B(b)

Effective Date: March 1, 1981

Description: The services of installing, repairing, maintagiror servicing
exempt production machinery and equipment or exgags, tools, and supplies
are exempt.

Estimates: 2010: $15.0 million — 2013: $16.0 million

Data Source: U.S. Census Bureau

Reliability: Level 4B

Wrapping and Packaging Materials

Citation: Section 1115(a)(19)
Effective Date: July 1, 1974
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76.

17.

Description: Cartons, containers, wrapping, and packagingmaite@nd supplies
are nontaxable when used by a vendor in packagipgaeking tangible personal
property for sale and actually transferred by teedor to the purchaser.
Estimate: No data available

Reliability: Level 5

Milk Crates

Citation: Section 1115(a)(19-a)

Effective Date: September 1, 2007

Description: Exempt from tax are milk crates purchased byieydarmer or
licensed milk distributor used exclusively and dilgfor packaging and delivering
milk and milk products to customers.

Estimates: 2010: Minimal — 2013: Minimal

Data Source: New York State Division of the Budget

Reliability: Level 4C

Commercial Fishing Vessels

Citation: Sections 1115(a)(24), 1105(c)(3)(vii)

Effective Date: August 1, 1985

Description: Exempt from tax are the sales of commercial fighiessels used
directly and predominantly in the harvesting ohffer sale, and property used by
or purchased for the use of such vessels forfueVlisions, supplies, maintenance,
and repairs. Related services are also exempt.

Estimates: 2010: Minimal — 2013: Minimal

Data Source: National Marine Fisheries Services

Reliability: Level 4B

Certain Services Used in Gas or Oil Production

Citation: Section 1105(c)(3)(ix), (c)(5)

Effective Date: December 1, 1998

Description: Exempt from tax are the services of installingaimtaining,
repairing, or servicing tangible personal propedgd directly and predominately
in producing gas or oil for sale. Also exemptm@g@ntenance and repair services
rendered to real property or land used directly@edominately in producing gas
or oil for sale.

Estimates: 2010: $3.0 million — 2013: $2.0 million

Data Source: U.S. Department of Commerce, Bureau of Econdknalysis
Reliability: Level 4C

Pollution Control Equipment

Citation: Section 1115(a)(40)

Effective Date: March 1, 2001

Description: Machinery or equipment used directly and predamily in the
control, prevention, or abatement of pollution@n@aminants from manufacturing
or industrial facilities is exempt to the extent agempted under expenditure Item
number 70.

Estimates: 2010: $8.0 million — 2013: $9.0 million

Data Source: U.S. Census Bureau
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Reliability: Level 4C

Property Manufactured by the User

Citation: Section 1110(c)

Effective Date: March 1, 2001

Description: The Compensating Use Tax imposed on certaimpsetfticed items
used by a manufacturer on its own premises is ctedpan the cost of materials
rather than on the manufacturer’'s normal sellingepr

Estimates: 2010: Minimal — 2013: Minimal

Data Source: New York State Department of Taxation and Figanc
Reliability: Level 4B

Miscellaneous

79.

80.

81.

82.

Certain Property Sold Through Vending Machines

Citation: Section 1115(a)(13), (13-a)

Effective Date: August 1, 1965 (Section 1115(a)(13)); 50-centngption
effective Department 1, 1997 (Section 1115(a)()3-a)

Description: Tangible personal property sold through coin-afest vending
machines at 10 cents or less is exempt, providecetailer is primarily engaged in
making such sales. Also exempt is tangible peispr@perty sold through
coin-operated bulk vending machines at 50 centess; provided the retailer is
primarily engaged in making such sales.

Estimates: 2010: $1.0 million — 2013: $1.0 million

Data Source: Vending Times; U.S. Census Bureau

Reliability: Level 4C

Trade-in Allowance

Citation: Section 1101(b)(3)

Effective Date: August 1, 1965

Description: A credit for a trade-in on an automobile and/beoitem qualifies as
a reduction of the taxable receipts, providedtdwa itraded in is intended for resale
by the vendor.

Estimates: 2010: 502.0 million — 2013: $611.0 million

Data Source: National Automobile Dealers Association

Reliability: Level 4B

Certain Hotel Room Rent

Citation: Section 1105(e)(1),(2)

Effective Date: August 1, 1965

Description: The rent for occupancy of a hotel room by a penaresident or
where the rent is not more than two dollars peridaxempt from tax.
Estimates:No data available

Reliability: Level 5

Dues for Fraternal Societies
Citation: Section 1105(f)(2)(ii)(a), (b)
Effective Date: August 1, 1965
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Description: Dues and initiation fees paid to a fraternal stygiorder, or
association operating under the lodge system orfeaigrnal association of
students of a college or university are excludedhftax. Also excluded are dues
paid to any social or athletic club which are teflats or less a year.

Estimates: 2010: $17.0 million — 2013: $19.0 million

Data Source: U.S. Department of Commerce

Reliability: Level 4C

Homeowner Association Dues

Citation: Section 1105(f)(ii)(c)

Effective Date: September 1, 1995

Description: The Tax Law exempts the dues paid to a homeoasswciation
operating social or athletic facilities for its mieens.

Estimate: No data available

Reliability: Level 5

Homeowner Association Parking Services

Citation: Section 1105(c)(6)

Effective Date: December 1, 1997

Description: Charges paid by a homeowner association memipgraficing,
garaging, or storing motor vehicles at a facilitwn®d or operated by the
association are exempt.

Estimates: No data available

Reliability: Level 5

Excise Taxes Imposed on the Consumer

Citation: Regulation Section 526.5(b)

Effective Date: August 26, 1976

Description: Most consumer excise taxes are excluded fromettept subject to
sales tax. The expenditure item in #38 makesekesnption inapplicable with
regard to motor fuel.

Estimates: No data available

Data Source: New York State Department of Taxation and Finance
Reliability: Level 4A

Property Sold by Morticians

Citation: Section 1115(a)(7)

Effective Date: August 1, 1965

Description: Exempt from tax is tangible personal propertyldmt a mortician,
undertaker, or funeral director. However, saleshtem for use in conducting
funerals do not qualify as a sale for resale apdatable.

Estimates: 2010: $10.0 million — 2013: $11.0 million

Data Source: National Funeral Directors’ Association; CrematAssociation of
North America

Reliability: Level 4C
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Flags

Citation: Section 1115(a)(11)

Effective Date: August 1, 1965

Description: Flags of the United States of America and th&eStBNew York are
exempt.

Estimate: No data available

Reliability: Level 5

Military Decorations

Citation: Section 1115(a)(11-a)

Effective Date: December 1, 2006

Description: Purchases of military decorations (e.g., ribbomsgals, and lapel
pins) by a veteran or active member of the UnitedeS military are exempt from
tax.

Estimate: 2010: Minimal — 2013: Minimal

Data Source: New York State Division of the Budget

Reliability: Level 4C

Military Flags and Banners

Citation: Section 1115(a)(11-b)

Effective Date: December 1, 2012

Description: Military service flags, prisoner of war flags dvide star banners are
exempt from tax.

Estimates: 2010: N/A — 2013: Minimal

Data Source: New York State Division of the Budget

Reliability: 4C

Garage Sales

Citation: Section 1115(a)(18)

Effective Date: September 1, 1973

Description: Certain sales of property at private residencesat taxable if the
sales do not take place more than three days aleadar year, are reasonably
expected not to exceed $600, if no member of theséloold conducts a trade or
business selling similar products, and the sat®ideld to liquidate an estate.
Estimate: No data available

Reliability: Level 5

New Mobile Homes

Citation: Section 1111(f)

Effective Date: September 1, 1983

Description: Thirty percent of the receipts or consideratimnf sales of new
mobile homes is exempt from tax.

Estimates: 2010: $2.0 million — 2013: $2.0 million

Data Source: U.S. Census Bureau

Reliability: Level 4A
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Used Mobile Homes

Citation: Section 1115(a)(23)

Effective Date: January 1, 1982

Description: Sales of used mobile homes are fully tax exempt.
Estimate: No data available

Reliability: Level 5

Modular Homes

Citation: Section 1111(p)

Effective Date December 1, 2009

Description: Forty percent of a vendor's receipt from the séla new modular
home module is exempt from sales tax.

Estimates: 2010: Minimal — 2013: Minimal

Data Source: New York Housing Association Inc.; Modular Buildifgystems
Association; Manufactured Housing Institute

Reliability: Level 4B

Registered Race Horses

Citation: Section 1115(a)(29)

Effective Date: June 1, 1994

Description: The Sales Tax exempts racehorses registeredheittockey Club,
the United States Trotting Association, or the bladl Steeplechase and Hunt
Association (or such a horse during the first 24ths of its life if eligible to be so
registered) purchased or used for entry in evantgtoch pari-mutuel wagering is
authorized by law. The exemption, however, doéspply to a horse which had
never raced in such an event during the first j@ars of its life.

Estimate: No data available

Reliability: Level 5

Race Horses Purchased Through Claiming Races

Citation: Section 1111(g)

Effective Date: July 1, 1985

Description: The sale in New York of race horses through diagmmaces, if not
otherwise exempt, is taxable on the full initiatrghase price. On the second or
later sale of the same horse in the same caleretarwithin the State, the tax
applies only to the excess of the purchase priax the highest of the prior
purchase prices.

Estimate: No data available

Reliability: Level 5

Race Horses Purchased Out of State

Citation: Section 1118(9), (10)

Effective Date: July 28, 1981 (Section 1118(9)); July 1, 198%({®a 1118(10))
Description: Race horses purchased by New York residentsdautéew York
and brought into the State for the purpose of ergeacing events on five or less
days in any one calendar year for which pari-mutaeing is authorized, if not
otherwise exempt, are exempt from use tax. F®ehace horses not otherwise
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exempt and entered in racing events in New Yorkname than five days and
subject to use tax, the tax does not apply to ¥tene that the value of the race
horse exceeds $100,000.

Estimate: No data available

Reliability: Level 5

Training and Maintaining Race Horses

Citation: Section 1115(m)

Effective Date: July 19, 1988

Description: Exempt from tax are the services of training arantaining race
horses. Also exempt is the tangible personal ptg@etually transferred by a
trainer to the race horse owner in conjunction i above services.
Estimates: 2010: $3.0 million — 2012: $3.0 million

Data Source: American Horse Council Foundation; New York 8®@gricultural
Statistics Service

Reliability: Level 4C

Property Sold to Contractors for Capital Improvements or Repairs for
Exempt Organizations

Citation: Section 1115(a)(15), (16)

Effective Date: September 1, 1969

Description: Tangible personal property sold to a contragabcontractor, or
repairman is exempt from tax if the property isduse erecting structures,
maintaining, servicing, repairing, or adding toattering the real property of an
exempt organization and such property becomestegral component part of the
realty.

Estimates: 2010: $79.0 million — 2013: $85.0 million

Data Source: U.S. Census Bureau

Reliability: Level 4C

Property Donated by a Manufacturer to an Exempt Orgnization

Citation: Section 1115(l)

Effective Date: September 1, 1986

Description: Tangible personal property manufactured and cohdty the
manufacturer to an exempt organization is exengnftax provided that the
manufacturer offers the same kind of property fe sn the regular course of
business and that the manufacturer has not madethey use of the donated
property.

Estimate: No data available

Reliability: Level 5

Sales and Use Tax Paid to Other States

Citation: Section 1118(7)

Effective Date: August 1, 1965

Description: Exempt from tax are property or services uporctviai sales or use
tax was properly paid to another state, providinghsstate allows a corresponding
exemption for taxable purchases in New York, andredit or refund is available
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from such other state. However, tax is due to Newk to the extent that the tax
imposed by New York is at a higher rate than the of such other state.
Estimate: No data available

Reliability: Level 5

Precious Metal Bullion and Coins

Citation: Section 1115(a)(27)

Effective Date: September 1, 1989

Description: Precious metal bullion and coins purchased feestment are
exempt.

Estimates: 2010: $386.0 million — 2013: $412.0 million

Data Source: New York Mercantile Exchange

Reliability: Level 4C

Computer Software Transferred to Affiliated Corporations

Citation: Section 1115(a)(28)

Effective Date: September 1, 1991

Description: Computer software that was originally purchase@ aontaxable
custom computer program, and which is subsequestlg by the original
purchaser to a corporation which is a member dfaimted group to which the
original purchaser also belongs, is exempt from tax

Estimate: No data available

Reliability: Level 5

Services to Computer Software

Citation: Section 1115(0)

Effective Date: September 1, 1991

Description: Installing, maintaining, servicing, or repairipgewritten computer
software is exempt from tax.

Estimate: No data available

Reliability: Level 5

Self-use of Prewritten Software by its Author

Citation: Section 1110(g)

Effective Date: September 1, 1991

Description: The Use Tax on prewritten computer software Useits author or
creator is calculated on the cost of the blank omaglisuch as the disks or tapes,
and not at the price at which the software is ndisnodfered for sale.

Estimate: No data available

Reliability: Level 5

Computer System Hardware

Citation: Section 1115(a)(35)

Effective Date: June 1, 1998; March 1, 2001 for Internet Welssite
Description: Exempt from tax are purchases, leases, or rasftatsnputer system
hardware used or consumed directly and predomwaintl designing and
developing computer software for sale or in prawidihe service, for sale, of
designing and developing Internet Web sites.
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106.

107.

108.

109.

Estimates: 2010: $21.0 million — 2013: $23.0 million
Data Source:U.S. Census Bureau
Reliability: Level 4C

Promotional Materials Mailed Out of State

Citation: Section 1115(n)(1), (2)

Effective Date: September 1, 1989

Description: Exempt from tax are promotional materials maited of state,

envelopes, and cheshire labels used in mailing gtiomal materials from points in
New York State to customers outside New York Staeoro rata exemption is
also allowed for charges for the use of a mailiag in connection with mailing
such promotional materials.

Estimates:No data available

Reliability: Level 5

Printed Promotional Materials

Citation: Section 1115(n)(4), (5) and (6)

Effective Date: March 1, 1997

Description: Exempt from tax are printed promotional materditgributed by
U.S. mail or common carrier. Also exempt are dertervices purchased in
connection with the exempt promotional materialshsas mailing list services and
a printer’s storage service.

Estimates: 2010: $46.0 million — 2013: $43.0 million

Data Source: U.S. Census Bureau

Reliability: Level 4C

U.S. Postage Used in the Distribution of PromotioridMaterials

Citation: Section 1115(n)(3)

Effective Date: September 1, 1991

Description: Separately stated charges by a vendor to thehasec of
promotional materials, or of taxable services thgoromotional material, for the
cost of mailing such promotional materials by meainthe United States Postal
Service to the purchaser’s customers or prospectistomers are exempt from tax
where such charges do not exceed the vendor’'sdJattges Postal Service costs.
Estimate: No data available

Reliability: Level 5

Clothing and Footwear

Citation: Section 1115(a)(30)

Effective Date:March 1, 2000; Suspended June 1, 2003 throughhvadrc2006;
Eliminated for the period October 1, 2010 throughrth 31, 2011; Reimposed at
a $55 exemption threshold for the April 1, 201Jothlgh March 31, 2012 period;
Exemption threshold reinstated at $110 on Apr2di 2.

Description: Exempt from tax are items of clothing and footnassting less than
$110. The exemption applies to most clothing asatviear worn by human
beings. It also applies to most fabric, threadnyhuttons, snaps, hooks, zippers,
and like items which become a physical componerttgi@xempt clothing or are
used to make or repair the exempt clothing.
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110.

111.

112.

113.

114.

Estimates: 2010: $515.0 million — 2013: $833.0 million

Data Source: New York State Division of the Budget; New Yorkat
Department of Taxation and Finance

Reliability: Level 4B

Coin-Operated Photocopying Machines

Citation: Section 1115(a)(31)

Effective Date: December 1, 1997

Description: Copies made using a coin-operated photocopy madkinere the
charge is 50 cents or less per copy are exempttagm

Estimates: 2010: Minimal — 2013: Minimal

Data Source: Vending Times

Reliability: Level 4C

Luggage Carts

Citation: Section 1115(a)(13-b)

Effective Date: December 1, 1997

Description: Exempt from tax are temporary transportationcks/{e.g., luggage
carts) sold through coin operated equipment, pexvithe retailer is primarily
engaged in making such sales.

Estimates: 2010: Minimal — 2013: Minimal

Data Source: New York State Department of Taxation and Finance
Reliability: Level 4C

Emissions Testing Equipment

Citation: Section 1115(a)(31)

Effective Date: September 1, 1997

Description: Exempt from tax is enhanced emissions inspecatiguipment
certified by the Department of Environmental Comagon for use in an enhanced
emissions inspection and maintenance program asreeidoy the Federal Clean
Air Act of 1990, where such equipment is purchaaad used by an official
inspection station authorized to conduct the enbdmenissions inspections.
Estimates: 2010: Minimal — 2013: Minimal

Data Source: New York State Department of Environmental Conggon
Reliability: Level 4A

College Textbooks

Citation: Section 1115(a)(34)

Effective Date: June 1, 1998

Description: Course textbooks purchased by full or part-titadents enrolled in
an institution of higher education are exempt.

Estimates: 2010: $24.0 million — 2013: $20.0 million

Data Source: New York State Department of Education

Reliability: Level 4B

Live Dramatic or Musical Arts Production
Citation: Section 1115(x)
Effective Date: March 1, 2001
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115.

Description: Exempt from sales and use taxes are certain it@ntangible
personal property and certain services that aré disectly and predominantly in
producing live dramatic or musical arts performancinhe performances must take
place in a theater or other similar place of as$gmibh a fixed seating capacity of
at least 100.

Estimates: 2010: $4.0 million — 2013: $5.0 million

Data Source: Alliance for the Arts

Reliability: Level 4A

Lower Manhattan Commercial Office Space

Citation: Section 1115(ee)

Effective Date: September 1, 2005

Description: Exempt from sales and compensating use tax is aneoaial
tenant’s, landlord’s, and contractor’s purchasesuses of certain property used to
outfit, furnish, and equip certain leased commeéuafizce space in eligible areas in
Lower Manhattan.

Estimate: 2010: $21.0 million — 2013: $10.0 million

Data Source: New York State Division of the Budget

Reliability: Level 4B

Exempt Organizations

116.

117.

New York State Agencies and Political Subdivisions

Citation: Section 1116(a)(1)

Effective Date: August 1, 1965

Description: Exempt from tax is the State of NewYork, or arfiyt® agencies,
instrumentalities, public corporations, or politicubdivisions where it is the
purchaser, user, or consumer, or where it is aseofdservices or property of a
kind not ordinarily sold by private persons.

Estimates: 2010: $1,274.0 million — 2013: $1,299.0 million

Data Source: New York State Division of the Budget; U.S. Ddpant of
Commerce

Reliability: Level 4C

Industrial Development Agencies

Citation: Section 1116(a)(1), and General Municipal Lawidlet 18-A

Effective Date: May 26, 1969

Description: An Industrial Development Agency (IDA) qualifias an exempt
government organization under Section 1116(a)(dyeaceives all the benefits of
that status. In addition, Article 18-A of the GeadleMunicipal Law grants tax
exempt status to purchases made by an IDA promwtficiary (as agent of the
IDA) and for sales by an IDA even where it is ad@nof services or property of a
kind ordinarily sold by private persons.

Estimates: 2010: $77.0 million — 2013: $81.0 million

Data Source: New York State Department of Taxation and Finance
Reliability: Level 4A
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118.

119.

120.

121.

122.

Federal Agencies

Citation: Section 1116(a)(2), and 12 U.S. Code, Sectiol8176

Effective Date: August 1, 1965

Description: Exempt from tax is the United States of Ameriaag any of its
agencies and instrumentalities where it is the lpaser, user, or consumer, or
where it sells services or property of a kind rolirarily sold by private persons.
Estimates: 2010: $351.0 million — 2013: $355.0 million

Data Source: U.S. Census Bureau

Reliability: Level 4B

United Nations

Citation: Section 1116(a)(3)

Effective Date: August 1, 1965

Description: Exempt from tax is the United Nations, or anyeingtional
organization of which the United States is a membéere it is the purchaser,
user, or consumer, or where it sells services opgnty of a kind not ordinarily
sold by private persons.

Estimate: No data available

Reliability: Level 5

Diplomats and Foreign Missions

Citation: Federal treaties with diplomat’s country

Effective Date: Effective dates vary by Federal treaties

Description: Diplomats of foreign countries and foreign missicare exempt
from all national, state, and local taxes if tleaty with the foreign nation provides
a reciprocal exemption for U.S. diplomats abroad.

Estimate: No data available

Reliability: Level 5

Charitable Organizations

Citation: Section 1116(a)(4)

Effective Date: August 1, 1965

Description: Exempt from tax are purchases by nonprofit ozgtions organized
and operated exclusively for religious, charitaldeientific, testing for public
safety, literary or educational purposes, fostenatponal or international amateur
sports competition, or for the prevention of cruétt children or animals. These
organizations may not be engaged substantiallghtigal activities and no part of
net earnings may inure to the benefit of a priwit@reholder or individual.
Estimates: 2010: $498.0 million — 2013: $528.0 million

Data Source: U.S. Department of Commerce

Reliability: Level 4C

Veterans Posts or Organizations

Citation: Section 1116(a)(5), (g9)

Effective Date: September 1, 1974 (Section 1116(a)(5)); December993
(Section 1116(Q))
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123.

124.

125.

126.

Description: Exempt from tax are purchases by posts or org#ioizs of past or
present members of the Armed Forces of the Unitag§ provided that such post
or organization is organized in New York and astegb percent of its members
are past or present members of the U.S. Armed Epaoel no part of net earnings
inures to the benefit of a private shareholdernolividual. Purchases of hotel
accommodations by individual members acting as dutiiorized representatives
of the post or organization are also exempt froxm ta

Estimates: 2010: Minimal — 2013: Minimal

Data Source: New York State Department of Taxation and Finarfeeod
Institute

Reliability: Level 4C

Veterans Homes Gift Shops

Citation: Section 1115(ff)

Effective Date: December 1, 2006

Description: Sales of tangible personal property by any diipslocated in a
veterans’ home are exempt.

Estimate: 2010: Minimal — 2013: Minimal

Data Source: New York State Division of the Budget

Reliability: Level 4C

Indian Nations and Members of Such Indian Nations

Citation: Section 1116(a)(6); Federal restrictions

Effective Date: September 1, 1976

Description: The following Indian Nations residing in New Yosgke exempt
where they are the purchaser, user, or consumaguda, Oneida, Onondaga,
Poospatuck, Saint Regis Mohawk, Seneca, Shinnecdokawanda, and
Tuscarora. In addition, members of these Natiaesexcluded from tax for
purchases made by them on the reservation in New State.

Estimates: 2010: $4.0 million — 2013: $4.0 million

Data Source: U.S. Census Bureau; U.S. Bureau of Indian Affairs
Reliability: Level 4C

U.S. Military Base Post Exchanges

Citation: 4 U.S. Code, Sections 104-110

Effective Date: August 1, 1965

Description: Sales, except sales of motor fuel, made on d@amjlbase at a post
exchange or commissary are exempt.

Estimates: 2010: $8.0 million — 2013: $9.0 million

Data Source: Regional sales offices of U.S. Armed Services

Reliability: Level 4A

Nonprofit Health Maintenance Organizations

Citation: Section 1116(a)(7)

Effective Date: April 1, 1980

Description: Purchases by a nonprofit health maintenance aafson subject to
the provisions of Article 44 of the Public HealthW. are tax exempt.
Estimates: 2010: $13.0 million — 2013: $14.0 million
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127.

128.

129.

130.

131.

Data Source: New York State Department of Health
Reliability: Level 4A

Nonprofit Medical Expense Indemnity or Hospital Sewice Corporations
Citation: Insurance Law Article 43, Section 4310())

Effective Date: June 15, 1939

Description: The Insurance Law provides for an exemption fadhState and
local taxes (including State and local sales taf@gertain entities. These entities
include nonprofit corporations organized for thegmse of family medical expense
indemnity, dental expense indemnity, hospital $®wj or health services.
Estimates: 2010: $5.0 million — 2013: $5.0 million

Data Source: New York State Insurance Department

Reliability: Level 4A

Nonprofit Property/Casualty Insurance Companies

Citation: Insurance Law, Article 67, Section 6707

Effective Date: December 20, 2000

Description: The Insurance Law provides for an exemption f®aes and Use
Tax for a nonprofit property/casualty insurance pany subject to the provisions
of Article 67 with respect to any property ownedibgr under its jurisdiction,
control, or supervision.

Estimate: No data available

Reliability: Level 5

Certain State Credit Unions

Citation: Section 1116(a)(9)

Effective Date: March 1, 2006

Description: New York State chartered credit unions are exdropt tax if they
had converted to a State charter from a federat@han or after January 1, 2006.
Estimate: 2010: $2.0 million — 2013: $3.0 million

Data Source: New York State Credit Union League

Reliability: Level 4A

Rural Electric Cooperatives

Citation: Section 1116(a)(8)

Effective Date: September 1, 1983

Description: Exempt from tax on their purchases are coopersitand foreign
corporations doing business in this State purdoahe Rural Electric Cooperative
Law.

Estimates: 2010: Minimal — 2013: Minimal

Data Source: Rural Electric Cooperatives Association; U.S. &dment of
Agriculture

Reliability: Level 4A

Municipal Trash Removal Services

Citation: Section 1116(e)
Effective Date: June 30, 1980
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Description: Receipts from the service of trash removal amengt from tax
where such service is rendered by or on behalfrotiaicipal corporation of the
State other than New York City.

Estimates: 2010: $39.0 million — 2013: $40.0 million

Data Source: New York State Office of the State Comptroller

Reliability: Level 4B

Admission Charges

132.

133.

134.

135.

Certain Admission Charges

Citation: Section 1105(f)(1)

Effective Date: August 1, 1965; December 1, 1997 for circus adiois
Description: Exempt from tax are admission charges of tenscentess, plus
admission charges to: race tracks; boxing or \ngsmatches; live circus
performances, dramatic, or musical arts performgmuoetion picture theaters; and
sporting facilities where the patron is to be dipgrant, such as bowling alleys,
health and fitness centers, and swimming pools.

Estimates: 2010: $71.0 million — 2013: $76.0 million

Data Source: U.S. Census Bureau

Reliability: Level 4B

Amusement Park Admissions

Citation: Section 1122

Effective Date: July 27, 2004

Description: An exemption from Sales and Use Tax applies tpetent of the
admission charge to certain amusement parks wigecdhiérge includes a fee for
the use of amusement rides within the park.

Estimate: 2010: $2.0 million — 2013: $2.0 million

Data Source:New York State Department of Taxation and Finance
Reliability: 4A

Events Given for the Benefit of Charitable Organizéions, Veterans Posts, and
Indian Nations

Citation: Section 1116(d)(1)(A)

Effective Date: August 1, 1965

Description: In general, admissions are exempt if all of thecpeds go
exclusively to the benefit of a tax-exempt chatiadrganization, Indian Nations,
or organization of past or present members of theedl Forces.

Estimate: No data available

Reliability: Level 5

Events Given for the Benefit of Certain Orchestrasand Opera Companies
Citation: Section 1116(d)(1)(B)

Effective Date: August 1, 1965

Description: Admissions are exempt if all of the proceeds xyduwsively to the
benefit of a society or organization conductediiersole purpose of maintaining
symphony orchestras or operas and receiving sutatanpport from voluntary
contributions.
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136.

137.

138.

139.

140.

Estimate: No data available
Reliability: Level 5

National Guard Organization Events

Citation: Section 1116(d)(1)(c)

Effective Date: August 1, 1965

Description: Admissions are exempt if all of the proceeds xyduwsively to the
benefit of a National Guard organization.

Estimate: No data available

Reliability: Level 5

Municipal Police and Fire Department Events

Citation: Section 1116(d)(1)(D)

Effective Date: August 1, 1965

Description: Admissions are exempt if all of the proceeds xydusively to the
benefit of a police or fire department of a poaticubdivision of the State,
including its pension or disability funds, or tolwoteer fire and ambulance
companies.

Estimate: No data available

Reliability: Level 5

Certain Athletic Games

Citation: Section 1116(d)(2)(A)

Effective Date: August 1, 1965

Description: Admissions to any athletic game or exhibitionetempt where the
proceeds go exclusively to the benefit of elemgnbarsecondary schools.
Estimate: No data available

Reliability: Level 5

Carnivals or Rodeos for Certain Charitable Organizdions

Citation: Section 1116(d)(2)(B)

Effective Date: July 30, 1983

Description: Admissions to carnivals or rodeos in which angfessional
performer or operator participates for compensatrerexempt when the entire net
profit inures exclusively to the benefit of a taxeenpt charitable organization
having as its charitable purpose the operationsa@ol.

Estimates: 2010: Minimal — 2013: Minimal

Data Source: U.S. Census Bureau

Reliability: Level 4B

Agricultural Fairs

Citation: Section 1116(d)(3)(A)

Effective Date: August 1, 1965

Description: Admissions to agricultural fairs are exempt ifgaot of net earnings

inures to the benefit of any stockholders or membéthe association conducting
the fair, and if the proceeds from the fair areduseclusively for the improvement,
maintenance, and operation of such agriculturas fai

Estimates: 2010: Minimal — 2013: Minimal
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141.

142.

Data Source: New York State Department of Agriculture
Reliability: Level 4A

Historical Homes, Gardens, Sites, and Museums

Citation: Section 1116(d)(3)(B), (c)

Effective Date: August 1, 1965

Description: Admissions to an historical home or garden, histsites, houses

and shrines, or museums which are maintained aedatgul by a society or
organization devoted to the preservation and maamtee of such historic places
are exempt, provided that no part of net earnings ¢o the benefit of any private
stockholder or individual.

Estimate: No data available

Reliability: Level 5

Performances at a Roof Garden or Cabaret

Citation: Section 1123

Effective Date: December 1, 2006

Description: The admission charge to a roof garden, cabarstnolar place to
attend a dramatic or musical arts performance ésngxt from tax when separate
from other charges such as charges for food okdrin

Estimate: 2010: Minimal — 2013: Minimal

Data Source New York State Division of the Budget

Reliability: Level 4C

Credits

143.

144.

Sales Tax Vendor Credit

Citation: Section 1137(f)

Effective Date: September 1, 1994; September 1, 2006 for incteestes;
September 1, 2010 for limitation of the credit tagerly and annual filers.
Description: A vendor allowance is provided to vendors thatraot required to
file part-quarterly (monthly) returns or participah the PrompTax program who
collect sales tax and remit the tax with their tiyrféed and fully paid quarterly or
annual returns. The credit is equal to five peroéState and local taxes remitted
up to $200 per return. Effective September 1, 2868ugh March 1, 2007, the cap
was $175. Prior to September 1, 2006, the creglibked three and one-half
percent of the State sales tax collected, up texdmum credit of $150 per return.
Estimates: 2010: $79.0 million — 2013: $76.0 million

Data Source: New York State Department of Taxation and Finance
Reliability: Level 3

Tangible Property Sold by Contractors in Certain Stuations

Citation: Section 1119(a)

Effective Date: August 1, 1965

Description: A credit for taxes paid is allowed on the saleotouse by a
contractor or subcontractor of tangible personapprty if that property is used
solely in the performance of a preexisting lump samunit price construction
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145.

146.

147.

148.

contract. The credit would only be applicabledualing a sales and use tax rate
change.

Estimate: No data available

Reliability: Level 5

Veterinary Drugs

Citation: Section 1119(a)

Effective Date: September 1, 1978

Description: A credit for taxes paid is allowed on the saledo use by, a
veterinarian of drugs or medicine if they are ulsgdhe veterinarian in rendering
exempt services to livestock or poultry used inghaduction for sale of tangible
personal property by farming. The credit also edseto farmers, who qualify for
the farming exemption, for use by such personsvastock or poultry.
Estimate: No data available

Reliability: Level 5

Construction Materials Used in Empire Zones

Citation: Section 1119(a)

Effective Date: September 1, 1986

Description: A credit for taxes paid is allowed on the sal¢avfgible personal
property purchased for use in constructing, expandir rehabilitating industrial
or commercial real property located in an Empire€dut only to the extent that
such property becomes an integral component pébieafeal property.
Estimate: No data available

Reliability: Level 5

Bus Companies Providing Local Transit Service

Citation: Section 1119(b)

Effective Date: March 1, 1974

Description: A credit for taxes paid is allowed on the saledouse by, an
omnibus carrier in New York of any omnibus, pagtgiipment, lubricants, motor
fuel, diesel fuel, maintenance or service, or neparchased and used in the
operation of any such omnibus by such carrier. deunt of credit is based on
the ratio of the vehicle mileage in local trangtwce in New York to the total
vehicle mileage in the State.

Estimates: 2010: Minimal — 2013: Minimal

Data Source: New York State Department of Taxation and Finance
Reliability: Level 4A

Vessel Operators Providing Local Transit Service

Citation: Section 1119(b)

Effective Date: December 1, 2004

Description: A credit or refund for taxes paid is allowed ba sale to, or use by,
a vessel operator of any vessel, parts, equiprhdmicants, diesel motor fuel,
maintenance, servicing, or repairs purchased aed insthe operation of certain
vessels providing local transit service (e.g., w&&is). The credit or refund is
provided according to the percentage of the vesss in local transit service.
Estimate: 2010: Minimal — 2013: Minimal
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149.

150.

Data Source:New York State Department of Taxation and Finance
Reliability: 4B

Qualified Empire Zone Enterprises

Citation: Section 1119(d)

Effective Date September 1, 2009

Description: A credit or refund is available for tax paid omgédle personal
property and certain services purchased by a QedlEmpire Zone Enterprise
(QEZE) and used directly and predominantly in anpEenZone in which the
QEZE has qualified for benefits. A refund or cteslialso allowed for tax paid on
tangible personal property sold to a contractdocentractor or repairman if the
property is used in erecting a structure or bugadiha QEZE, or used in adding to,
altering, improving, maintaining, servicing, or a#ng the real property of a
QEZE. (Prior to September 1, 2009, the QEZE galebenefit was available as a
sales tax exemption instead of a credit or refund.)

Estimates: 2010: $20.0 million — 2013: $20.0 million

Data Source:New York State Department of Taxation and Finance
Reliability: Level 4C

Economic Transformation and Facility Redevelopmenfrogram

Citation: Section 1115(f)

Effective Date: March 31, 2011

Description: A refund is available to a participant in this pra (or its
contractor) for State tax paid on tangible persopadperty used in the
construction, expansion, or rehabilitation of inma$ or commercial real property
located in an economic transformation area, buy ¢olthe extent that such
property becomes an integral component part ofghkeproperty.

Termination Date: Expires on December 31, 2021

Estimates: 2010: N/A — 2013: $5.0 million

Data Source: New York State Division of the Budget

Reliability: 4B
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This section provides tax expenditure estimate83oprovisions of the Petroleum
Business Tax. Table 8 provides a list of expemd#ubased on the Tax Law as of
January 1, 2013. The estimates are based on atathef 2011 calendar year (the latest
complete year for which tax return data is avadaland then extrapolated to the 2013
calendar year. Total Petroleum Business Tax ltgfibr calendar 2011 is provided as a
benchmark for the tax expenditure estimates.

Description of Tax

Article 13-A of the Tax Law imposes a businessvifgge tax on petroleum
businesses operating in New York State. The tamdasured by the quantity of various
petroleum products refined or sold in the Statérgorted for sale or use in the State.
Imposition of the tax occurs at different pointshe distribution chain, depending upon the
type of petroleum product. Motor fuel (gasoline¥ubject to tax upon importation to New
York State. Highway diesel motor fuel is taxabpon the first non-exempt sale or use of
the product in New York. Non-highway diesel mdigel and residual petroleum products
become taxable on the final sale or use of theywioich New York.

The Article 13-A business privilege tax was adttethe Tax Law in 1983 and was
imposed on the gross receipts of such busine3$estax was initiallyimposed at the rate of
3.25 percent and was reduced to 2.75 percent oih B984. On June 1, 1990, the rate
was increased to 7.2 percent and was subjectd@artent surcharge similar to that applied
temporarily to other businesses. On Septemb&d0,he tax was restructured, converting
the annual gross receipts tax to a monthly tax aredsby gallons.

Some of the exemptions, credits, and reimbursen@novided for in the
restructuring applied to the prior gross receigss tAlthough these provisions already had
been in place, the effective dates and estimated berein reflect the date on which they
were restructured.

The rate schedule displays the petroleum busiagsates effective January 1, 2013.
These rates generally have two components: the taxsvhose rates vary by product type
and the supplemental tax. For example, the maotelrtax rate of 18.6 cents per gallon
consists of a 11.2 cents per gallon basic tax and aents per gallon supplemental tax.

Data Sources

The major sources of data used to compute thexpenditure estimates under
Article 13-A include:

e Petroleum Business Tax (PBT) Master File for 200742 This is an unverified file
of all taxpayers filing a return under Article 13-&ome of the expenditure items, as
indicated, were simulated using this file by regdime gallons from the database and
applying the statutory tax rate for the appropr@dgods to arrive at an estimate of
revenue foregone. For kerosene, bunker fuel, igmebll petroleum gas, where no
statutory tax rate existed, the most closely asseditax rate was selected. The rate
used for each type of fuel are as follows: keresenthe non-highway diesel fuel
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rate; bunker fuell the residual petroleum products rate; and fordiguetroleum
gasl] the motor fuel rate and non-highway diesel rates.

¢ Refund data from the Department of Taxation anéiide’s Audit Division.
e Nontax data sources such as: Data from the U.BaiDeent of Energy and U.S.

Department of Defense and New York State Energye&ehl and Development
Authority.

Methodology

The projections of the tax expenditures from 2@12013 are based, where possible,
on forecasted consumption of various petroleumuyectsed These forecasts were produced
by the United States Department of Energy - Enémfgrmation Agency. The remaining
expenditure estimates used forecasts of appro@eaieomic variables.

Tax expenditures whose values are less than $llidnare considered Minimal and
are designated by an asterisk.
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Petroleum Business Tax Rates as of January 1, 2013
(Cents-Per-Gallon)

Base Supplemental Total
Product Tax Tax Tax
Taxes:
Motor Fuel and Aviation Gasoline 11.2 7.4 18.6
Highway Diesel Fuel 11.2 5.65 16.85
Railroad Diesel 9.9 — 9.9
Kero-jet Fuel 7.4 — 7.4
Non-highway Diesel Fuel 10.1 7.4 175
Residual Petroleum Product 7.7 7.4 15.1
Base Supplemental Total
Credit Credit Credit
Credits/Reimbursements:
Electric Utility Credit/Reimbursement
Non-highway Diesel Fuel 6.78 — 6.78
Residual Fuel 6.74 — 6.74
Manufacturing Reimbursement*
Non-highway Diesel Motor Fuel 10.1 7.4 175
Residual Petroleum Product 7.4 7.4 15.1
Commercial Gallonage
Non-highway Diesel Fuel — 7.4 7.4
Residual Petroleum Product — 7.4 7.4
Non-residential Heating*
Non-highway Diesel Motor Fuel 4.6 — 4.6
Residual Petroleum Product 3.5 — 3.5
Railroad Gallonage 1.3 5.65 6.95
Farm Use Reimbursement’
Motor Fuel 11.2 7.4 18.6
Commercial Fisherman Reimbursement
Motor Fuel 11.2 7.4 18.6
Diesel Motor Fuel 11.2 5.65 16.85
Distributor of Aviation Gasoline Reimbursement 3.8 7.4 11.2
Not-for-Profit and Veterans’ Group Credit/Reimbursement®
Non-highway Diesel Motor Fuel 10.1 7.4 175
Residual Petroleum Product 7.7 7.4 151
Alternative Fuels Reimbursements
E-85 and CNG 11.2 7.4 18.6
B-20 2.24 1.13 3.37

Non-highway diesel motor fuel and residual petroleum product used and consumed directly and exclusively in the
production of tangible personal property are exempt from the tax.

Diesel motor fuel and residual petroleum product for farm use are exempt from the tax.

Non-highway diesel motor fuel and residual petroleum product used and consumed exclusively by certain
not-for-profit organizations and veterans’ groups for related activities are exempt from the tax.

This reimbursement rate applies where the PBT commercial gallonage rate of 10.1 cents per gallon was paid at the
time of purchase and the product was subsequently used for non-residential heating purposes. Other reimbursement
rates would apply if the product used was the full highway or non-highway diesel rates were paid at the time of
purchase and the product was subsequently used for non-residential heating purposes.
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2013 New York State Petroleum Business Tax Expenditure Estimates

Table 8

(2011 Calendar Year Total Petroleum Business Tax Liability = $1,074.0 Million)
(Millions of Dollars)

History Forecast Reliability
Tax Item 2007 2008 2009 2010 2011 2013 Level
Exemptions
Products
1. Kerosene 5.0 2.7 3.4 2.0 17 1.8 2
2. Bunker Fuel 66.8 68.0 56.2 45.0 32.0 38.8 2
3. Liquid Petroleum Gases 51.6 52.2 47.9 48.2 53.8 57.4 4
4. CNG and Hydrogen® 0.2 0.2 0.3 0.3 0.4 4.5 2
5. E-85 * 0.2 0.3 0.6 13 1.8 2
6. B-20" 0.1 0.2 0.2 0.2 0.4 0.4 2
Sales
7. Governments 69.8 64.0 61.7 57.8 58.7 58.0 2
8. Residential Heating 269.9 228.4 239.7 207.0 198.3 216.0 2
9. Fuel Used for Manufacturing Purposes 13.7 9.6 8.7 7.8 7.8 7.8 2
10. Fuel Used for Farm Production 7.6 7.6 7.8 7.8 7.9 8.5 2
11. Not-for-Profit Organizations and Veterans Groups 12.3 10.0 11.0 8.6 8.8 9.6 2
12. Fuel Used for Railroad Purposes 1.7 1.4 1.1 1.3 1.6 1.8 2
13. Certain Commercial Gallonage 42.5 20.0 18.9 8.4 6.4 5.0 2
14. Fuel Used for Non-Residential Heating Purposes 12.4 10.5 10.8 8.6 8.8 9.9 2
Credit, Refund, or Reimbursement

15. Residential Heating Fuel * * * * * * 2
16. Governments 1.6 3.2 2.8 4.8 5.4 5.9 2
17. Omnibus Carriers 4.6 51 5.0 51 5.1 5.7 2
18. Non-Public School Operators * * 0.2 0.2 0.2 0.3 2
19. Regulated Electric Utilities 0.3 0.1 0.2 0.1 0.1 0.1 2
20. Fuel Used for Manufacturing Purposes * 0.2 * * * * 2
21. Certain Commercial Gallonage * * * * * * 2
22. Fuel Used by Commercial Fishers 0.3 0.3 0.3 0.2 0.5 0.5 2
23. Fuel Used for Farm Production 0.3 0..6 0.5 0.4 0.4 0.5 2
24. Fuel Used for Railroad Purposes * * * * * * 2
25. Fuel Used for Non-Residential Heating Purposes * * * * * * 2
26. Fuel Used for Mining or Extracting Purposes 15 1.2 15 1.2 1.6 15 2
27. Bad Debts * * * 0.1 0.2 0.3 2
28. Not-for-Profit Organizations and Veterans Groups * * * * * * 2
29. Fuel Used by Passenger Commuter Ferries 0.1 0.2 0.3 0.3 0.2 0.3 2
30. E-85! * * * * * * 2
31. B_zol * * * * * * 2
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PETROLEUM BUSINESS TAX

History Forecast Reliability
Tax ltem 2007 2008 2009 2010 2011 2013 Level
Exempt Entities
32. Governments, the United Nations and Certain Not-for-Profit * * * * * * 4
Organizations
33. Certain Airlines 1.2 1.0 1.0 1.1 1.2 1.3 2

* Less than $0.1 million.
N/A No data available.
-- The tax expenditure was not applicable for these years

1) Effective for sales through August 31, 2014.
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Exemptions

The Petroleum Business Tax allows certain exemgtior gallonage otherwise
included in the calculation of tax.

Products

1. Kerosene
Citation: Section 301-b(a)(1)
Effective Date: September 1, 1990
Description: Exemptions from tax apply to kerosene sold odusgea petroleum
business registered as a diesel motor fuel digotbuThe exemption applies to
kerosene which has not been blended or mixed wayhdgesel motor fuel, motor
fuel, or residual petroleum product and is not usethe petroleum business as fuel
to operate a motor vehicle or sold to a consumerstoas fuel for operation of a
motor vehicle.
Estimates: 2011: $1.7 million — 2013: $1.8 million
Data Source: PBT Master File
Reliability: Level 2

2. Bunker Fuel
Citation: Section 301-b(a)(4)
Effective Date: September 1, 1990
Description: This section exempts from tax residual petrolguoducts sold by a
business registered as a “residual petroleum bssine a consumer for exclusive
use as bunker fuel, or, for use by the residuabfeim business as bunker fuel for
its own vessels. Bunker fuel is petroleum fuelduiseships.
Estimates: 2011: $32.0 million — 2013: $38.8 million
Data Source: PBT Master File
Reliability: Level 2

3. Liquid Petroleum Gases
Citation: Section 301-b(a)(5)
Effective Date: September 1, 1990
Description: An exemption from tax is allowed for crude oiddiquid petroleum
gases such as butane, ethane, or propane.
Estimates: 2011: $53.8 million — 2013: $57.4 million
Data Source: Crude oil: U.S. Department of Energy; Liquid il@eEum Gases:
PBT Master File and U.S. Department of Energy
Reliability: Level 4

4. CNG and Hydrogen
Citation: Section 301-b(a)(8)
Effective Date: September 1, 2006
Description: Exemptions from tax apply to compressed natuaal @CNG) and
hydrogen which are suitable for use in the engfreerootor vehicle. This provision
sunsets on September 1, 2014.
Estimates: 2011: $0.4 million — 2013: $4.5 million
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Data Source: PBT Master File
Reliability: Level 2

E-85

Citation: Section 301-b(a)(6)

Effective Date: September 1, 2006

Description: Exemptions from tax apply to sales of E-85 predidhe E-85 is
delivered to and placed in a storage tank of mdjlstation to be dispensed directly
into a motor vehicle for use in the operation @ thotor vehicle. This provision
sunsets on September 1, 2014.

Estimates: 2011: $1.3 million — 2013: $1.8 million

Data Source: PBT Master File

Reliability: Level 2

B-20

Citation: Section 301-b(a)(7)(i,ii)

Effective Date: September 1, 2006

Description: A partial exemption from tax applies to sale8e20 (20% biodiesel
and 80% diesel motor fuel). The partial exempisoegual to a 20 percent reduction
of the otherwise applicable PBT rates on diesebnfael. This provision sunsets on
September 1, 2014.

Estimates: 2011: $0.4 million — 2013: $0.4 million

Data Source:PBT Master File

Reliability: Level 2

Sales

Governments

Citation: Section 301-b(c), 301-e(e)(4)

Effective Date: September 1, 1990

Description: The petroleum business tax exempts the salesotdrrfuel, diesel
motor fuel, or residual petroleum products to that&of New York, the United
States of America, or any of their agencies, imsemntalities, or political
subdivisions. The exemption applies where suchsuesed by these entities for its
own use or consumption. An exemption from tax @&ssts for naphtha based
aviation fuel used solely for propelling militargtjaircraft of the United States
Armed Forces.

Estimates: 2011: $58.7 million — 2013: $58.0 million

Data Source: PBT Master File and U.S. Department of Defense

Reliability: Level 2

Residential Heating

Citation: Section 301-b(d)(1)

Effective Date: September 1, 1990

Description: An exemption from tax applies to non-highway dleaotor fuel and
residual petroleum product sold by a registeredridigor of the product to a
consumer, exclusively for residential heating psgs

Estimates: 2011: $198.3 million — 2013: $216.0 million
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10.

11.

Data Source: PBT Master File
Reliability: Level 2

Fuel Used for Manufacturing Purposes

Citation: Section 301-a(f)(4), 301-a(g)(4)

Effective Date: January 1, 1998

Description: The sale or use of residual fuel or non-highwiagel fuel for use and
consumption directly and exclusively in the prodmciof tangible personal property
for sale by manufacturing, processing, or assenaoé/ exempt from the full
petroleum business tax. Prior to January 1, 1888dtive in September 1994), the
above sales or uses of such fuels were exempttirersupplemental portion of the
petroleum business tax. (See item 20: “Fuel UseManufacturing Purposes” for
reimbursement if the tax was paid on subsequees 3al

Estimates: 2011: $7.8 million — 2013: $7.8 million

Data Source: PBT Master File

Reliability: Level 2

Fuel Used for Farm Production

Citation: Section 301-b(g)

Effective Date: September 1, 1994

Description: The sale or use of non-highway diesel motor fared residual
petroleum product for off-highway farm productiohgmods for sale are exempt
from the tax. However, the fuel must be delivesedhe farm site. (See item 23:
“Fuel Used for Farm Production.”)

Estimates: 2011: $7.9 million — 2013: $8.5 million

Data Source: PBT Master File

Reliability: Level 2

Not-for-Profit Organizations and Veterans Groups

Citation: Section 301-b(h)

Effective Date: January 1, 1996

Description: Not-for-profit organizations and veterans’ groypsgchasing and
using residual fuel, non-highway diesel motor foetheir exclusive use are eligible
for a full, up-front exemption from the tax. Thesganizations include not-for-
profit groups organized for religious, charitatdeientific, testing for public safety,
literary or educational purposes, to foster nafi@manternational amateur sports
competition, for the prevention of cruelty to chéd or animals, or veteran groups as
listed in Section 1116(a)(4) or (5) of the Tax LayBee item 28: “Not-for-Profit
Organizations and Veterans Groups” for a full aregimbursement of the tax.)
Estimates: 2011: $8.8 million — 2013: $9.6 million

Data Source: PBT Master File

Reliability: Level 2
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12.

13.

14.

Fuel Used for Railroad Purposes

Citation: Section 301-a(e)(4); 301-j(a)(3)

Effective Date: January 1, 1997

Description: The sale of non-highway diesel motor fuel for nse&onsumption
directly and exclusively in the operation of a loeative or a self-propelled vehicle
run only on rails or tracks is exempt from the dappental portion of the tax. Such
fuel is also taxed at a preferential rate underbiage portion of the tax which is
computed as the automotive diesel base rate I@sets. (See item 24: “Fuel Used
for Railroad Purposes” for refund/reimbursemenaaf)

Estimates: 2011: $1.6 million — 2013: $1.8 million

Data Source: PBT Master File and refund data from the Depantno¢ Taxation
and Finance’s Audit Division

Reliability: Level 2

Certain Commercial Gallonage

Citation: Section 301-j(a)(2)

Effective Date: March 1, 1997

Description: Commercial gallonage defined as non-highway tlipsel motor fuel
and residual fuel that does not qualify for thdityticredit/reimbursement or the
manufacturing exemption or the not-for-profit exdimp or the non-residential
heating rate or will not be used in a commerciatsed is exempt from the
supplemental portion of the tax. This fuel is pmy used for electric generation
purposes. (Seeitem 21: “Certain Commercial Gathe” for refund/reimbursement
of tax.)

Estimates: 2011: $6.4 million — 2013: $5.0 million

Data Source: PBT Master File

Reliability: Level 2

Fuel Used for Non-Residential Heating Purposes

Citation: Section 301-b(d)(2)

Effective Date: April 1, 2001

Description: A partial exemption from tax applies to non-higtywdiesel motor fuel
and residual petroleum product sold by a registdisulibutor of the product to a
consumer exclusively for non-residential heatingopses. The rate of the partial
exemption was calculated as the then-current PBplemental tax rate (imposed
under Section 301-j) plus 20 percent of the themeoi PBT base rate (imposed
under Section 301-a) for the applicable fuel abdféective September 1, 2002, this
partial exemption is calculated as the then-cursarplemental tax rate plus
46 percent of the then-current PBT base rate.

Estimates: 2011: $8.8 million — 2013: $9.9 million

Data Source: PBT Master File

Reliability: Level 2

129



PETROLEUM BUSINESS TAX

Credit, Refund, or Reimbursement

A credit, refund, or reimbursement is allowed agtiaxes paid by certain petroleum

businesses for particular petroleum products.

15.

16.

17.

18.

Residential Heating Fuel

Citation: Section 301-c(a)(1)

Effective Date: September 1, 1990

Description: A reimbursement is allowed for taxes paid by sgoent purchasers
of non-highway diesel motor fuel purchased in tteeSand sold to a consumer for
use exclusively for residential heating purposes.

Estimates: 2011: Minimal — 2013: Minimal

Data Source:Refund data from the Department of Taxation amaiee’s Audit
Division

Reliability: Level 2

Governments

Citation: Section 301-c(b)

Effective Date: September 1, 1990

Description: This section provides a reimbursement for tayeed pursuant to the
petroleum business tax on motor fuel and diesebnfael purchased in the State
and then sold by the purchaser to the State of Merk, the United States of
America, or any of their instrumentalities, agesgiar political subdivisions.
Estimates: 2011: $5.4 million — 2013: $5.9 million

Data Source: Refund data from the Department of Taxation aindrkce’s Audit
Division

Reliability: Level 2

Omnibus Carriers

Citation: Section 301-c(c)

Effective Date: April 1, 1992

Description: A reimbursement is allowed for taxes paid on métel and diesel
motor fuel purchased in the State by an omnibusecarThe reimbursement applies
to fuel used in the operation of: i) an omnibufoital transit service pursuant to a
certificate of convenience and necessity issuedthey Commissioner of the
Department of Transportation, or issued by therététe Commerce Commission of
the United States, or pursuant to a contract, friee¢ or consent with a city having a
population of one million or more; and ii) as asohbus used for the transportation
of children in the State pursuant to the Educaltiaw.

Estimates: 2011: $5.1 million — 2013: $5.7 million

Data Source: Refund data from the Department of Taxation aimérce’s Audit
Division

Reliability: Level 2

Non-Public School Operators

Citation: Section 301-c(d)
Effective Date: April 1, 1992
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19.

20.

21.

Description: This section provides a reimbursement for taxed pn motor fuel
and diesel motor fuel purchased in the State bgrapublic school operator and
consumed by the operator exclusively for educatsbated activities.

Estimates: 2011: $0.2 million — 2013: $0.3 million

Data Source: Refund data from the Department of Taxation aimérce’s Audit
Division

Reliability: Level 2

Regulated Electric Utilities

Citation: Section 301-d

Effective Date: September 1, 1990

Description: This section extends a credit, refund, or reimbment for the tax
surcharge and part of the basic tax for fuel useébe production of electricity. For
periods July 1991 and August 1991, this creditavadiable only for petroleum used
to produce residential electricity.

Estimates: 2011: $0.1 million — 2013: $0.1 million

Data Source: PBT Master File

Reliability: Level 2

Fuel Used for Manufacturing Purposes

Citation: Section 301-c(j)

Effective Date: January 1, 1998

Description: Purchasers who subsequently sell residual fusborhighway diesel
fuel used and consumed for manufacturing purposssh® reimbursed for the full
Petroleum Business Tax. (See item 9: “Fuel Usetianufacturing Purposes” for
the up-front exemption.) Prior to January 1, 1@38ctive in September 1994), the
above purchasers making such sales were eligiblerdimbursement of the
supplemental portion of the petroleum business tax.

Estimates: 2011: Minimal — 2013: Minimal

Data Source: Refund data from the Department of Taxation aimérce’s Audit
Division

Reliability: Level 2

Certain Commercial Gallonage

Citation: Section 301-c(i)(1, 2)

Effective Date: March 1, 1997

Description: Reimbursements are allowed to a consumer whate cansumer
purchased non-highway type diesel fuel or resitlue| absorbed the supplemental
portion of the tax in the purchase price and useth gallonage as “commercial
gallonage.” The reimbursement is calculated asatheunt of such gallonage
multiplied by the then-applicable supplemental tate. (See item 13: “Certain
Commercial Gallonage” for refund/reimbursementaf) Prior to March 1997 (and
subsequent to September 1994), commercial gallonage eligible for a
credit/reimbursement at a rate of one-half the-ygplicable supplemental tax plus
surcharge on the supplemental tax under Sectiork301

Estimates: 2011: Minimal — 2013: Minimal

Data Source: Refund data from the Department of Taxation aindrkce’s Audit
Division
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22.

23.

24.

Reliability: Level 2

Fuel Used by Commercial Fishers

Citation: Section 301-c(g)

Effective Date: September 1, 1994

Description: A reimbursement is allowed for diesel motor faretl motor fuel used
in the operation of a commercial fishing vessekbynmercial fishers while such
vessel is engaged in harvesting fish for sale.

Estimates: 2011: $0.5 million — 2013: $0.5 million

Data Source: Refund data from the Department of Taxation aindrce’s Audit
Division

Reliability: Level 2

Fuel Used for Farm Production

Citation: Section 301-c(e), (f)

Effective Date: September 1, 1994

Description: Reimbursements are allowed for non-highway diessbr fuel and
residual fuel purchased in this State and solduay purchaser to a consumer for
farm use. In addition, a purchaser of motor fudlowuses the fuel for farm
production is eligible for a reimbursement of tH&TP The reimbursement is only
allowed if it is not more than 1,500 gallons ofglage purchased in a 30 day period,
or for greater amounts with prior clearance by@oenmissioner of Taxation and
Finance. The motor fuel must be delivered on #renfsite and consumed off-
highway in the production of goods for sale. (8em 10: “Fuel Used for Farm
Production” for the up-front exemption

Estimates: 2011: $0.4 million — 2013: $0.5 million

Data Source: Refund data from the Department of Taxation aindrkce’s Audit
Division

Reliability: Level 2

Fuel Used for Railroad Purposes

Citation: Section 301-c(k)(1, 2)

Effective Date: January 1, 1997

Description: Reimbursements are allowed to subsequent punshasbo are
registered as distributors of diesel motor fuekehabsorbed the full PBT non-
highway diesel rate and then sell such fuel adrtrad diesel.” The amount of the
reimbursement is equal to the difference betweerfuh non-highway diesel rate
and the railroad diesel rate. (See item 12: “Elsedd for Railroad Purposes” for the
exemption from tax.)

Estimates: 2011: Minimal — 2013: Minimal

Data Source: Department of Taxation and Finance Audit Division

Reliability: Level 2
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25.

26.

27.

Fuel Used for Non-Residential Heating Purposes

Citation: Section 301-c(a)(2)

Effective Date: April 1, 2001

Description: A partial reimbursement from tax applies to naghivay diesel motor
fuel purchased in the State and then sold by suglthpser to a consumer
exclusively for non-residential heating purposeBhe partial reimbursement is
provided only when such non-highway diesel motet fsl delivered into a storage
tank (which is not equipped with a hose or othgraaptus where such fuel can be
dispensed into the tank of a motor vehicle) — ahdne& such tank is attached to the
heating unit burning such fuel. Additionally, thmurchaser must possess
documentary proof that it absorbed the full amaifrihe PBT.

The rate of the partial reimbursement was calcdlae the then-current PBT
supplemental tax rate (imposed under Section 3@l 20 percent of the then-
current PBT base rate (imposed under Section 3@bpljcable for the specific
diesel motor fuel rate above. Effective Septenih@002, this partial exemption is
calculated as the then-current supplemental tax phts 46 percent of the then-
current PBT base rate.

Estimates: 2011: Minimal — 2013: Minimal

Data Source: Department of Taxation and Finance Audit Division

Reliability: Level 2

Fuel Used for Mining or Extracting Purposes

Citation: Section 301-c(l)

Effective Date: April 1, 2001

Description: A purchaser may obtain a reimbursement of the p&d on non-
highway diesel motor fuel or residual petroleumdouict when such fuel is purchased
exclusively for use and consumption directly andlasively in the production of
tangible personal property for sale by mining dr&sting. The reimbursement is
provided only where such fuel is delivered at thaing or extracting site and is
consumed other than on the public highways of tteteS Additionally, the
purchaser must possess documentary proof thasdrlaéd the full amount of the
PBT.

Estimates: 2011: $1.6 million — 2013: $1.5 million

Data Source: Refund data from the Department of Taxation aindrkce’s Audit
Division

Reliability: Level 2

Bad Debts

Citation: Section 301-|

Effective Date: September 1, 1994

Description: A registered petroleum business or aviation fusiness may apply
for a refund for PBT that it has paid with respiecgallonage sold in-bulk by the
business for the purchaser’'s own consumption. sEnee must then give rise to a
debt that becomes worthless for Federal incomeuggoses. In addition, a sale of
motor fuel and highway diesel motor fuel to afifjistation is a sale in-bulk for such
filling station’s own use and consumption. Salgslilling station are not eligible
for this refund.
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28.

29.

30.

31.

Estimates: 2011: $0.2 million — 2013: $1.3 million

Data Source: Refund data from the Department of Taxation aindrkce’s Audit
Division

Reliability: Level 2

Not-for-Profit Organizations and Veterans Groups

Citation: Section 301-c(h)

Effective Date: January 1, 1996

Description: Purchasers who subsequently sell residual fusbo+highway diesel
motor fuel used and consumed exclusively by cerntaiffor-profit organizations and
veterans’ groups may apply for a full refund of tRBT. These organizations
include the organizations listed in Section 111@(adr (5) of the Tax Law. (See
item 8: “Not-for-Profit Organizations and VeteraBsoups” for the full up-front
exemption.)

Estimates: 2011: Minimal — 2013: Minimal

Data Source: Refund data from the Department of Taxation aimérce’s Audit
Division

Reliability: Level 2

Fuel Used by Passenger Commuter Ferries

Citation: 301-c(m)

Effective Date: December 1, 2000

Description: A reimbursement is allowed for non-highway diasettor fuel and
residual petroleum product used and consumed bgsepger commuter ferry when
such fuel is used exclusively in providing a maasgportation service.
Estimates: 2011: $0.2 million — 2013: $0.3 million

Data Source: Refund data from the Department of Taxation aindrce’s Audit
Division

Reliability: Level 2

E-85

Citation: Section 301-c(n)

Effective Date: September 1, 2006

Description: A reimbursement of tax applies for purchases-8bEvhere the tax
was paid by the purchaser and the E-85 was detiterand placed in a storage tank
of a filling station to be dispensed directly irmomotor vehicle for use in the
operation of the motor vehicle. This provision setis on September 1, 2014.
Estimates: 2011: Minimal — 2013: Minimal

Data Source: Department of Taxation and Finance Audit Division

Reliability: Level 2

B-20

Citation: 301-c(o)

Effective Date September 1, 2006

Description: A partial reimbursement of tax applies for pasbs of B-20 where the
tax was paid by the purchaser and subsequentlidresSbe partial reimbursement is
equal to 20 percent of the PBT tax paid on diesgbnfuel. This provision sunsets
on September 1, 2014.
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32.

33.

Estimates 2011: Minimal — 2013: Minimal
Data Source Department of Taxation and Finance Audit Divisio
Reliability : Level 2

EXEMPT ENTITIES

Governments, The United Nations, and Certain Not-feProfit Organizations
Citation: Section 305

Effective Date: July 1, 1983

Description: Organizations exempt under the Sales Tax Lawi@eti16(a) that
import petroleum into New York exclusively for thewn use and consumption are
not considered petroleum businesses and are exigomtthe PBT. These
organizations include: the State of New York,timted States of America and any
of its agencies, instrumentalities, or politicabdivisions; the United Nations; or any
international organization of which the United 8tatis a member; any trust,
corporation, association, fund, or foundation ofeztaexclusively for religious,
charitable, or scientific purposes, or to fosteteinational amateur sports
competition, for the prevention of cruelty to chéd or animals, or veteran’s groups;
certain Indian nations or tribes; and certain motgrofit health maintenance
organizations.

Estimates: 2011: Minimal — 2013: Minimal

Data Source: PBT Master File

Reliability: Level 4

Certain Airlines

Citation: 301-e(f)

Effective Date: June 1, 2005

Description: Aviation fuel businesses (i.e., airlines) whigrsce four or more
cities in the State with direct non-stop flightdveeen these cities are fully exempt
from the PBT. This provision will allow these @gs to “burn” jet fuel on take-offs
in New York State without paying the PBT whethex #ssociated flights or legs of
flights are intra or interstate in destination.

Estimates: 2011: $1.2 million — 2013: $1.3 million

Data Source: PBT Master File

Reliability: Level 2
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REAL ESTATE TRANSFER TAX

This section of the report provides tax expenditestimates for 17 separate
provisions of the Real Estate Transfer Tax. T8lpeovides a list of expenditures based on
the Tax Law as of January 1, 2013. The estimaiesased on liability data from the 2010-
11 fiscal year. Base year 2010-11 liability iscadxtrapolated to the 2013-14 fiscal year.
The estimates are based on an examination ofitialicurred between April 1 and
March 31. Real Estate Transfer Tax liability foe 2010-11 fiscal year has been included to
provide some perspective to the tax expendituienagts.

Description of Tax

Adopted in 1968, Article 31 of the New York Stdi@x Law imposes a Real Estate
Transfer Tax on the conveyance of real propertgrointerest in real property where the
consideration exceeds $500. Payment is due nothete fifteen days after the delivery of
the instrument affecting the conveyance (suchdesed). The rate of tax equals two dollars
for every five hundred dollars (or fraction thereof consideration. Responsibility for
payment rests with the person making the conveydinegrantor. If the grantor (the seller)
has failed to pay the tax or is exempt from liapjlihe grantee (the buyer) is responsible for
payment.

The transfer tax also applies to conveyances afeshof stock in a cooperative
housing corporation, the creation of long-term éedds and subleases, and transfers or
acquisitions of a controlling interest in an entitiiich owns an interest in real property.

Together with the basic transfer tax, an additiona percent tax (the “mansion” tax)
is imposed on the conveyance of residential reapgnty or interest therein where the

consideration is one million dollars or more. Haelitional tax is imposed upon the grantee.
However, if the grantee is exempt from tax, thenttx is imposed on the grantor.

Data Sources
The major source of data used to compute theXparaliture estimates include:
e Real Estate Transfer Tax Return Database — Tleisddmpiled by the Department
of Taxation and Finance, includes information dected transfers of real property.

It includes data items from the TP-584 tax retiledfwith these transfers and is an
unverified data file.

Methodology

Historical estimates are projected to Fiscal Y2@it3-14 levels using various
economic forecast variables.
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Table 9
2013 New York State Real Estate Transfer Tax Expenditure Estimates
(Fiscal Year 2011 Total Real Estate Transfer Tax Liability = $580.10 Million)
(Millions of Dollars)

History Forecast Reliability
Tax Item 2007-08 2008-09 2009-10 2010-11 2013-14 Level
Exclusions
1. Continuing Lien Deduction 2.7 1.6 1.6 2.1 2.0 2
Exemptions
2. State of New York N/A N/A N/A N/A N/A 5
3. The United Nations and United States of America N/A N/A N/A N/A N/A 5
4. Conveyances to the United Nations, United States of 3.7 5.3 4.8 4.3 5.0 2
America, or State of New York
5. Conveyances Which Secure a Debt or Other Obligation 0.5 0.3 0.3 0.1 0.3 2
6. Conveyances that Confirm, Correct, Modify, or Supplement 1.3 0.2 0.1 0.1 0.4 2
a Prior Conveyance
7. Bona Fide Gifts and Conveyance Without Consideration 0.4 0.3 0.4 0.5 0.4 2
8. Tax Sale 0.6 0.4 0.5 0.4 0.5 2
9. Mere Changes of Identity 6.7 5.2 0.7 8.6 4.8 2
10. Deeds of Partition * * * * * 2
11. Federal Bankruptcy Act 0.8 4.3 1.6 2.8 2.1 2
12. Contract to Sell or Option to Purchase Without Use 0.1 * 0.1 0.1 0.1 2
13. Option or Contract to Purchase With Right to Occupy * * * * 0.1 2
Credits
14. Credit for Prior Transfer Tax Paid 0.1 0.1 * 0.1 0.1 2
15. Cooperative Housing Corporation Transfer Credit 0.9 0.3 0.8 0.4 0.8 2
Preferential Tax Rates
16. Real Estate Investment Trust Transfers (Initial Formation 0.0 0.0 0.0 0.0 0.0 2
REITS)
17. Real Estate Investment Trust Transfers (Existing REITS) 0.0 0.0 D/ D/ 1.2 2
* Minimal

N/A No data available.

D/ Tax Law prohibits the disclosure of individual taxpayer
information.
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Exclusions

1. Continuing Lien Deduction
Citation: Section 1402
Effective Date: August 1, 1968 (amended May 1, 1983)
Description: The Real Estate Transfer Tax excludes the amofuany lien or
encumbrance remaining at the time of sale invoharane-, two-, or three-family
house or individual residential condominium umbnh the total consideration used
to calculate the tax due. Additionally, considematdoes not include the value of
any lien or encumbrance at the time of sale whemsideration is less than
$500,000.
Estimates: FY2011: $2.1 million — FY2014: $2.0 million
Data Source: RETT Database
Reliability: Level 2

Exemptions

Section 1405 of the New York State Tax Law exengpt$ain organizations from
payment of the transfer tax. Liability for any taxurred, when an exempt organization is
the grantor, becomes the responsibility of the tgeand is payable no later than 15 days
after delivery of the instrument effecting the cepance. Where both parties are exempt
there is no tax due. Section 1405 also exemptainaronveyances from tax.

2. State of New York
Citation: Section 1405(a)(1)
Effective Date: August 1, 1968
Description: This section exempts the State of New York or ahis agencies,
instrumentalities, political subdivisions, or pubtiorporations (including a public
corporation created pursuant to an agreement witithar state or Dominion of
Canada) from liability for the transfer tax.
Estimate: No data available
Reliability: Level 5

3. The United Nations and United States of America
Citation: Section 1405(a)(2)
Effective Date: August 1, 1968
Description: The real estate transfer tax excuses the Unitgths, the United
States of America, and any of its agencies orunséntalities from incurring liability
for payment of the tax.
Estimate: No data available
Reliability: Level 5

4. Conveyances to the United Nations, United States Afnerica, or State of New
York
Citation: Section 1405(b)(1)
Effective Date: August 1, 1968
Description: Exempt from tax are conveyances to the UnitedoNaf the United
States of America, the State of New York, or anytledir agencies, political
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subdivisions, instrumentalities, or any public aadion (including public
corporations created pursuant to an agreementamibther state or Dominion of
Canada).

Estimates: FY2011: $4.3 million — FY2014: $5.0 million

Data Source: RETT Database

Reliability: Level 2

5. Conveyances which Secure a Debt or Other Obligation
Citation: Section 1405(b)(2)
Effective Date: August 1, 1968
Description: The transfer tax exempts conveyances used toesaalebt or other
obligation.
Estimates: FY2011: $0.1 million — FY2014: $0.3 million
Data Source: RETT Database
Reliability: Level 2

6. Conveyances that Confirm, Correct, Modify, or Suppément a Prior
Conveyance
Citation: Section 1405(b)(3)
Effective Date: August 1, 1968
Description: The real estate transfer tax does not apply tveyances which
without additional consideration confirm, correctodify, or supplement a prior
conveyance.
Estimates: FY2011: $0.1 million — FY2014: $0.4 million
Data Source: RETT Database
Reliability: Level 2

7. Bona Fide Gifts and Conveyance Without Consideratio
Citation: Section 1405(b)(4)
Effective Date: August 1, 1968
Description: Conveyances exempted from the tax include: cgarvees made
without consideration, bona fide gifts, bequestsnberitances.
Estimates: FY2011: $0.5 million — FY2014: $0.4 million
Data Source: RETT Database
Reliability: Level 2

8. Tax Sale
Citation: Section 1405(b)(5)
Effective Date: August 1, 1968
Description: The real estate transfer tax exempts any coneeya@iven in
connection with a tax sale.
Estimates: FY2011: $0.4 million — FY2014: $0.5 million
Data Source: RETT Database
Reliability: Level 2

9. Mere Changes of Identity
Citation: Section 1405(b)(6)
Effective Date: July 1, 1989

140



REAL ESTATE TRANSFER TAX

10.

11.

12.

13.

Description: The transfer tax does not apply to a conveyased to effectuate a
mere change in identity or form of ownership whthkiege is no change in beneficial
ownership. This exemption is not applicable toweyances to a cooperative
housing corporation of the real property compridimg cooperative dwelling.
Estimates: FY2011: $8.6 million — FY2014: $4.8 million

Data Source: RETT Database

Reliability: Level 2

Deeds of Partition

Citation: Section 1405(b)(7)

Effective Date: August 1, 1968

Description: Exempt from the tax are conveyances which comdist deed of
partition. Partition is the division of propertgtiveen several persons who are
co-owners of the property. The object of a pantitis to end the joint tenancy or
tenancy in common and divide the property amongebkpective co-owners.
Estimates: FY2011: Minimal — FY2014: Minimal

Data Source: RETT Database

Reliability: Level 2

Federal Bankruptcy Act

Citation: Section 1405(b)(8)

Effective Date: August 1, 1968

Description: This section exempts from taxation any conveyangen pursuant to
the Federal Bankruptcy Act.

Estimates: FY2011: $2.8 million — FY2014: $2.1 million

Data Source: RETT Database

Reliability: Level 2

Contract to Sell or Option to Purchase Without Use

Citation: Section 1405(b)(9)

Effective Date: July 1, 1989

Description: The real estate transfer tax exempts a conveyahiod consists of a
contract to sell real property without the use ocupancy of such property.
Likewise, exempt from tax are conveyances granéingption to purchase real
property without the use or occupancy of the priyper

Estimates: FY2011: $0.1 million — FY2014: $0.1 million

Data Source: RETT Database

Reliability: Level 2

Option or Contract to Purchase With Right to Occupy

Citation: Section 1405(b)(10)

Effective Date: July 1, 1989

Description: An exemption from the transfer tax is alloweddonveyances of an
option or contract to purchase real property, whitdludes the right to use or
occupy the property, providing:

a. the consideration is less than $200,000;
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b. such property or at least one unit of a two- ce¢hfamily house was used solely
as the grantor’s personal residence; and

c. the real property consists of a one-, two-, ordkeemily house, an individual
residential condominium unit or the sale of stookai cooperative housing
corporation in connection with a grant or transféra proprietary leasehold
covering an individual residential cooperative unit

Estimates: FY2011: Minimal — FY2014: $0.1 million

Data Source: RETT Database

Reliability: Level 2

Credits

14.

15.

The real estate transfer tax allows credits feesgpaid in certain transactions.

Credit for Prior Transfer Tax Paid

Citation: Section 1405-A

Effective Date: July 1, 1989

Description: A grantor is allowed credit against the tax dn@@onveyance of real
property to the extent tax was paid by the graatoa prior creation of a leasehold
for all or a portion of the same real property otloe granting of a contract or option
to purchase all or a part of the same real property

Estimates: FY2011: $0.1 million — FY2014: $0.1 million

Data Source: RETT Database

Reliability: Level 2

Cooperative Housing Corporation Transfer Credit

Citation: Section 1405-B

Effective Date: July 1, 1989

Description: A credit is allowed for a proportionate part of #traount of tax paid
upon the conveyance to the cooperative housingocatipn of real property
comprising the cooperative dwelling(s). The cregtiplies to the conveyance of
cooperative shares to unit purchases. It is altbovily to the extent that the original
conveyance of the real property to the cooperdibeesing corporation effectuates a
mere change in identity or form of ownership, aot & change in the beneficial
ownership of the property.

Estimates: FY2011: $0.4 million — FY2014: $0.8 million

Data Source: RETT Database

Reliability: Level 2

Preferential Tax Rates

16.

The Real Estate Transfer Tax allows a preferetatialate in the following instances.
Real Estate Investment Trust Transfers (Initial Formation REITS)

Citation: Section 1402(b)
Effective Date: June 9, 1994 (amended July 13, 1996)
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17.

Description: The transfer tax rate is reduced to $1.00 peD$60fractional part
thereof) on transfers of real property effectedotigh qualifying “real estate
investment trust transfers” in order to form a Ridcurring on or after June 9,
1994.

Estimates: FY2011: $0.0 million — FY2014: $0.0 million

Data Source: New York State Department of Taxation and Finance
Reliability: Level 2

Real Estate Investment Trust Transfers (Existing RETS)

Citation: Section 1402(b)

Effective Date: July 13, 1996

Description: The transfer tax rate is reduced to $1.00 per $60@actional part
thereof) on transfers of real property to exis®RiglTs effected through qualifying
“real estate investment trust transfers” occurang@r after July 13, 1996 and before
September 1, 2014.

Estimates: FY2011: D/1 — FY2014: $1.2 million

Data Source: New York State Department of Taxation and Finance

Reliability: Level 2
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CROSS-ARTICLE TAX CREDITS

Many of the tax credits New York State offers arailable to taxpayers regardless of
the tax article to which they are subject. Thidtise provides descriptions of these credits
and notes where there may be article-specific iiffees. The section also provides an
estimate for the credit under each article wheeedtailable! Credits that are only available
under one tax article are reported in their respecection.

Table 10
2013 New York State Cross-Article Tax Credits Estimates

History Forecast
Tax Item 2005 2006 2007 2008 2009 2010° 2013
Investment Tax Credit, Retail Enterprise Tax Credit,
Rehabilitation Credit for Historic Barns, and Employment
Incentive Credit
PIT: 24.0 23.1 25.7 25.2 17.0 21.1 25.0
CFT? 100.4 113.5 99.0 106.5 106.6 104.0
Total 124.4 136.6 124.7 131.7 123.6 129.0
Investment Tax Credit for the Financial Services Industry
PIT 0.3 0.3 0.1 0.5 0.1 0.2 0.4
CFT 13.2 17.1 6.8 20.5 18.6 15.0
Bank 3.9 1.6 1.4 11.6 14.9 15.0
Insurance 0.0 0.0 0.0 0.0 0.0 *
Total 17.4 19.0 8.3 32.6 33.6 30.4
Credit for Servicing SONYMA Mortgages
CFT * * 0.0 0.0 0.0 *
Bank 7.1 8.7 5.8 7.7 5.7 7.0
Total 7.1 8.7 5.8 7.7 5.7 7.0
Special Additional Mortgage Recording Tax Credit
PIT 19.2 18.2 19.3 11.2 6.3 4.0 10.0
CFT 5.4 7.0 7.0 3.4 3.9 5.0
Bank 19.9 14.3 154 19.6 145 15.0
Insurance 0.0 0.0 0.0 0.0 0.0 *
Article 9, §183 0.0 0.0 0.0 0.0 0.0 *
Article 9, §184 0.0 0.0 0.0 0.0 0.0 *
Article 9, §185 0.0 0.0 0.0 0.0 0.0 *
Article 9, §186 0.0 0.0 0.0 0.0 0.0 *
Total 44.5 39.5 41.7 34.2 247 30.0
Empire Zone (EZ), Qualified Empire Zone Enterprise (QEZE),
and Zone Equivalent Areas Tax Credits
a. EZ Investment Tax Credit and Employment Incentive
Credit
PIT 11.9 16.1 17.8 12.2 11.7 14.3 12.0
CFT 22.3 53.7 30.9 32.3 21.8 30.0
Article 9, §185 * * * 0.1 * *
b. EZ/ZEA Wage Tax Credit
PIT 31.7 323 30.0 17.0 17.2 17.7 14.0
CFT 27.4 31.3 28.9 23.4 14.6 20.0
Bank 14.8 1.2 0.9 0.2 0.7 1.0
Insurance 2.4 3.4 3.1 4.3 0.4 3.0
Article 9, §185 * * * * 0.1 *
c. EZ Capital Credit
PIT 2.0 2.0 1.5 1.2 0.9 15 1.0
CFT 0.1 0.2 0.1 0.1 * *
Bank * * * * * *
Insurance 0.0 * 0.0 0.0 0.0 *
d. QEZE Real Property Tax Credit
PIT 81.4 103.8 100.9 70.7 83.2 85.4 66.0
CFT 82.5 106.7 118.6 119.0 128.0 135.0
Bank 2.7 2.7 3.1 4.9 10.6 11.0

YWhere used, PIT = Personal Income Tax; CFT = Qatjon Franchise Tax.
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History Forecast
Tax Item 2005 2006 2007 2008 2009 2010° 2013
Insurance 0.1 0.1 0.1 0.1 0.2 *
Article 9, §185 * 0.3 0.3 0.4 0.4 *
e. QEZE Tax Reduction Credit
PIT 39.2 41.8 53.1 29.8 40.9 48.9 38.0
CFT 28.4 43.0 30.8 31.7 28.5 30.0
Bank 6.9 4.4 0.9 1.2 1.2 1.0
Insurance 18.1 20.1 21.7 16.0 10.1 12.0
Total 371.9 463.1 442.7 364.6 3705 374.0
6. Farmers' School Property Tax Credit
PIT 24.8 243 26.0 28.6 29.1 31.2 34.0
CFT 0.9 1.1 1.1 1.1 1.2 1.0
Total 25.7 254 27.1 29.7 30.3 35.0
7. Credit for Employment of Persons with Disabilities
PIT * * * * * * *
CFT * * 01 * * *
Bank 0.0 0.0 0.0 0.0 0.0 *
Insurance 0.0 0.0 0.0 0.0 0.0 *
Article 9, §183 0.0 0.0 0.0 0.0 0.0 *
Article 9, §184 0.0 0.0 0.0 0.0 0.0 *
Article 9, §185 0.0 0.0 0.0 0.0 0.0 *
Article 9, §186 0.0 0.0 0.0 0.0 0.0 *
Total 0.0 0.0 0.1 0.0 0.0 *
8. Qualified Emerging Technology Company (QETC) Credits
a. QETC Capital Tax Credit
PIT 0.5 1.0 0.5 0.9 0.7 1.0 1.0
CFT * * * * * *
b. QETC Employment Credit
PIT 0.2 0.2 0.2 0.2 0.2 0.2 0.2
CFT 1.2 1.0 0.3 0.4 0.4 1.0
Total 1.9 2.2 1.0 15 1.3 2.2
9. Low-Income Housing Credit
PIT 0.1 * 0.1 0.1 * * *
CFT 0.0 0.0 * 0.0 * *
Bank 0.4 0.5 0.3 4.1 8.0 10.0
Insurance 0.0 * 0.1 0.1 0.0 1.0
Total 0.5 0.5 0.5 43 8.0 11.0
10. Credit for Purchase of an Automated External Defibrillator
PIT 0.1 0.1 0.1 * * 0.1 0.1
CFT * * * 01 * *
Bank 0.0 * * * 0.0 *
Insurance 0.0 0.0 0.0 0.0 0.0 *
Total 0.1 0.1 0.1 0.1 0.0 0.1
11. Green Buildings Credit
PIT 0.7 0.8 0.3 * 0.2 * 0.5
CFT 0.0 1.2 1.2 1.2 3.7 4.0
Bank 0.0 0.0 0.0 0.6 6.2 6.0
Insurance * 0.4 0.4 0.4 0.0 *
Article 9, §183 0.0 0.0 0.0 0.0 0.0 *
Article 9, §184 0.0 0.0 0.0 0.0 0.0 *
Article 9, §185 0.0 0.0 0.0 0.0 0.0 *
Article 9, §186 0.0 0.0 0.0 0.0 0.0 *
Total 0.7 24 1.9 2.2 10.1 10.5
12. Long-Term Care Insurance Credit
PIT 47.3 56.9 63.6 63.9 51.7 71.3 75.0
CFT * * 0.1 0.1 0.2 *
Bank * * * 0.0 * *
Insurance 0.0 0.0 0.0 0.1 0.2 *
Article 9, §183 0.0 0.0 0.0 0.0 0.0 *
Article 9, §184 0.0 0.0 0.0 0.0 0.0 *
Article 9, §185 0.0 0.0 0.0 0.0 0.0 *
Article 9, §186 0.0 0.0 0.0 0.0 0.0 *
Article 9, §186-a 0.0 0.0 0.0 0.0 0.0 *
Article 9, §186-e 0.0 0.0 0.0 0.0 0.0 *
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History Forecast
Tax Item 2005 2006 2007 2008 2009 2010° 2013
Total 47.3 56.9 63.7 64.1 52.0 75.0
13. Empire State Film and Commercial Credits
a. Empire State Film Production Credit
PIT 0.3 2.8 5.8 8.3 7.8 8.8 22.0
CFT 14.2 39.8 61.4 137.1 102.6 338.0
b.  Empire State Film Post Production Credit
PIT - - - - - 0.0 *
CFT - - - - - 7.0
c. Empire State Commercial Production Credit
PIT - - 1.0 *
CFT - - 0.6 1.6 0.8 7.0
Total 145 42.6 67.8 147.0 111.2 374.0
14.  Security Training Tax Credit
PIT * * 0.2 * 0.2 0.1 0.1
CFT 0.0 0.3 0.4 0.3 0.2 *
Bank 0.0 0.0 0.0 0.0 0.0 *
Insurance 0.0 0.0 0.0 0.0 0.0 *
Article 9, §183 0.0 0.0 0.0 0.0 0.0 *
Article 9, §184 0.0 0.0 0.0 0.0 0.0 *
Article 9, §185 0.0 0.0 0.0 0.0 0.0 *
Article 9, §186 0.0 0.0 0.0 0.0 0.0 *
Article 9, §186-a 0.0 0.0 0.0 0.0 0.0 *
Article 9, §186-e 0.0 0.0 0.0 0.0 0.0 *
Total 0.0 0.3 0.6 0.3 0.4 0.1
15. Brownfields Tax Credit
a. Brownfield Redevelopment Tax Credit
PIT * 28.2 87.9 81.4 70.3 3.7 320.0
CFT 0.0 42.7 126.4 324 8.7 170.0
Bank 0.0 1.3 0.0 21 59.1 5.0
Insurance 0.0 0.0 0.0 0.0 0.0 *
Article 9, §183 0.0 0.0 0.0 0.0 0.0 *
Article 9, §184 0.0 0.0 0.0 0.0 0.0 *
Article 9, §185 0.0 0.0 0.0 0.0 0.0 *
b. Remediated Brownfield Credit for Real Property Taxes
PIT * * * 0.9 1.2 2.2 5.0
CFT 0.0 0.1 15 2.6 2.8 3.0
Bank 0.0 0.0 0.0 0.0 0.0 *
Insurance 0.0 0.0 0.0 0.0 0.0 *
Article 9, §183 0.0 0.0 0.0 0.0 0.0 *
Article 9, §184 0.0 0.0 0.0 0.0 0.0 *
Article 9, §185 0.0 0.0 0.0 0.0 0.0 *
c. Environmental Remediation Insurance Credit
PIT * 0.0 * 0.0 0.0 0.0 0.0
CFT 0.0 0.1 0.1 0.0 0.0 *
Bank 0.0 0.0 0.0 0.0 0.0 *
Insurance 0.0 0.0 0.0 0.0 0.0 *
Article 9, §183 0.0 0.0 0.0 0.0 0.0 *
Article 9, §184 0.0 0.0 0.0 0.0 0.0 *
Article 9, §185 0.0 0.0 0.0 0.0 0.0 *
Total 0.0 72.4 216.2 119.4 1421 503.0
16. Biofuel Production Credit
PIT - 0.0 0.3 5.8 6.1 1.8 10.0
CFT - 0.0 0.0 0.0 * *
Article 9, §183 - 0.0 0.0 0.0 0.0 *
Article 9, §184 - 0.0 0.0 0.0 0.0 *
Article 9, §185 - 0.0 0.0 0.0 0.0 *
Article 9, §186 - 0.0 0.0 0.0 0.0 *
Article 9, §186-a - 0.0 0.0 0.0 0.0 *
Article 9, §186-e - 0.0 0.0 0.0 0.0 *
Total 0.0 0.3 5.8 6.1 10.0
17. Land Conservation Easement Credit
PIT - 1.0 11 11 1.2 1.2 15
CFT _— * * * * *
Total 1.0 11 11 1.2 15
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History Forecast
Tax Item 2005 2006 2007 2008 2009 2010° 2013
18. Clean Heating Fuel Credit
PIT - 0.3 0.5 0.3 0.4 0.3 0.5
CFT _— * * * * *
Total 0.3 0.5 0.3 0.4 0.5
19. Rehabilitation of Historic Properties Credit
PIT - - 0.2 0.1 0.2 0.5 12.0
CFT - - 0.3 * * 1.0
Bank -- -- -- -- -- 1.0
Insurance -- -- -- -- -- 1.0
Total 0.5 0.1 0.2 15.0
20. Excelsior Jobs Program Tax Credits
PIT -- -- -- -- -- - 75.0
CFT - - - - - 75.0
Bank - - - - - *
Insurance -- -- -- -- -- *
Total 150.0
21. Credit for Companies who Provide Transportation to
Individuals with Disabilities
PIT -- -- -- -- -- - *
CFT -- -- -- -- -- *
Total *
22. Economic Transformation and Facility Redevelopment
Program Tax Credit
PIT -- -- -- -- -- - 27.0
CFT - - - - - 27.0
Bank - - - - - *
Insurance -- -- -- -- -- *
Total 54.0
23.  New York Youth Works Tax Credit
PIT - - - - - - *
CFT -- -- -- -- -- - 5.0
Total 5.0
24. Empire State Jobs Retention Program Credit
PIT -- -- -- -- -- - *
CFT - - - - - *
Bank - - - - - *
Insurance -- -- -- -- -- *
Total *
25. Beer Production Credit
PIT -- -- -- -- -- - *
CFT - - - - - 3.0
Total 3.0

! Personal Income Tax
2 Corporation Franchise Tax
*Data for non-PIT items is not yet available
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1. Investment Tax Credit, Retail Enterprise Tax Credit, Rehabilitation Credit for
Historic Barns, and Employment Incentive Credit

a. Investment Tax Credit (ITC)
Citation: Section 210(12); Section 606(a), a-1
Credit Type: Refundable to New Businesses Only
Effective Date: Effective for tax years beginning on or afterulay 1, 1969;
the sections of this credit covering research akkbpment (R&D) property
and pollution control facilities represent a corgation of previously separate
tax benefits and are effective for tax years bagmon or after January 1, 1987
Description: The law allows a credit based on the cost orrdiasis for Federal
tax purposes of depreciable tangible personal prpgacluding buildings and
their structural components, acquired, construcgsdnstructed, or erected after
December 31, 1968 having a useful life of four gearmore, located within the
State of New York, and used primarily for the proiilon of goods by a variety
of processes. The claiming of a depreciation greese deduction for such
property under certain other tax provisions, or lgesing of the property to
another individual or corporation, unless exphcidllowed, disqualifies the
taxpayer from exercising a claim under this prauisi A taxpayer may carry
forward any unused credit and apply it againstalkdor subsequent years or, in
the case of a qualified new business, claim it sund.

Taxpayers who provide three or more services, sisca studio lighting grid,
lighting and grip equipment, or industrial scaleattical capacity to qualified
film productions are eligible to claim the ITC oroperty used in the qualified
film production facility.

The law allows a credit for expenditures paid aumed during the tax year for
the construction, reconstruction, erection, or iowement of pollution control,
waste treatment, and acid rain control facilitiefo qualify for the credit,
facilities must be located within the State, useskgular business activities, and
certified by the State Commissioner of Environme@@nservation.

Tangible property, including buildings and strualusomponents of buildings
used for the purpose of research and developmerthenlaboratory or
experimental sense is eligible for a higher crealié. However, credit is not
allowed with respect to property that has beenel@as another individual or
corporation, or that has been the basis of a claman elective expense
deduction or a regular ITC.

PIT Filers — The credit rate equals 4 percent of the investroedit base.
The taxpayer may claim a rate of 7 percent on R&Bperty but is not
allowed to also claim the employment incentive dred/here the allowable
credit exceeds the taxpayer’s liability for a giwarar, the taxpayer may
carry forward the excess credit for 10 subsequenyears. In the case of a
new business, excess credit may be received dsraire
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CFT Filers — The credit rate equals 5 percent of the fir&h3illion of the
investment credit base. A 4 percent rate appbieantounts above $350
million. The taxpayer may claim a rate of 9 petaamR&D property but is
not allowed to also claim the employment incentivedit. Where the
allowable credit exceeds the taxpayer’s liabiliyd given year, the taxpayer
may carry forward the excess credit for 15 subseijae years. In the case
of a new business, excess credit may be receivadefsnd.

NOTE: When qualified ITC property is disposed bteases to be in qualified
use prior to the end of its useful life, a portmfrthe credit must be recaptured.
Any ITC recapture may be added to the tax otherwlige in the year of
disposition or disqualification.

b. Retail Enterprise Tax Credit
Citation: Section 606(a), Section 210(12)(k)
Credit Type: Refundable to New Businesses Only
Effective Date: Effective for investments made on or after Jun&9B1
Description: A retail enterprise not eligible for the ITC magim a credit based
on qualified rehabilitation expenditures incurred paid with respect to a
building used in retail sales activities and lodaile New York State. The
amount of the credit equals the amount of qualifedthbilitation expenditures
multiplied by the applicable ITC percentages.

c. Rehabilitation Credit for Historic Barns
Citation: Section 606(a), Section 210(12)(1)
Credit Type: Refundable to New Business Only
Effective Date: Effective for tax years beginning on or afteruay 1, 1997
Description: Taxpayers may claim a tax credit for the rehtdiibn of historic
barns in New York State. The credit equals 25¢mrof qualified rehabilitation
expenditures. The definition of a qualified rehitédied barn has the same
meaning as a “qualified rehabilitated building” fpurposes of the Federal
rehabilitation credit under Section 47 of the IntdrRevenue Code. In
accordance with Federal law for rehabilitationistdric buildings, the barn must
have been placed in service before 1936 and wauldqualify for the credit
based on substantial rehabilitation. Generallyyidding will only have been
considered substantially rehabilitated if the exjitemes exceed the greater of the
adjusted basis of the barn or $5,000. A taxpayer not claim both the regular
ITC on manufacturing property and the ITC for rahthon of historic barns on
the same property.

d. Employment Incentive Credit (EIC)
Citation: Section 606(a-1), Section 210(12-D)
Credit Type: CFT - Non-refundable/Carryforward; PIT - Refunidatm New
Businesses Only
Effective Date: Effective for tax years beginning on or afterukny 1, 1987 for
corporate franchise taxpayers; January 1, 199@dmonal income taxpayers
Description: Taxpayers that increase employment may be edigibt the
employment incentive credit, which is allowed faack of the two years
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succeeding the taxable year in which the ITC isedr The amount of the credit

is as follows:

e 1.5 percentof the ITC base if employment is adti@@1 percent but less than
102 percent of the employment base year;

e 2.0 percent of the ITC base if employment is adti@é82 percent but less than
103 percent of the employment base year;

e 2.5 percent of the ITC base if employment is astie®3 percent of the
employment base year.

PIT Estimates: 2010: $21.1 million — 2013: $25.0 million

CFT Estimates: 2009: $106.6 million — 2013: $104.0 million

Information on the amount of credits used and r@éahin any year is not separately
available for the above four credits.

Data Sources: PIT Population File, CFT Study File

Reliability: Level 1

. Investment Tax Credit for the Financial Services lmustry

Citation: Section 606(a)(2)(A), Section 210(12), Sectiobd(®, Section 1511(q)
Credit Type: Refundable to New Businesses Only

Effective Date: PIT/CFT/Bank Effective for property placed in service on or afte
October 1, 1998, and before October 1, 2015; ImagraAvailable for property
placed in service between January 1, 2002 and @cigl2015

Description: An ITC is allowed for qualified property used iretiinancial services
industry. The rate of credit, maximum amountsymdfcarryforward provisions, and
recapture rules are generally the same as foetidar investment credit available
under the corporate franchise or personal incoxestaespectively.

Qualified property includes property principallyeasin the ordinary course of the

taxpayer’s trade or business:

o as a broker or dealer in connection with the pwsela sale of stocks, bonds,
or other securities (as defined in Internal Reve@asle (IRC) Section
475(c)(2)), or of commodities (as defined in IRCci8m 475(e)), or in
providing lending, loan arrangement, or loan orgion services to customers
in connection with the purchase or sale of se@asritis defined in IRC Section
475(c)(2);

e Of providing investment advisory services for aulated investment company
as described in IRC Section 851; or

e as an exchange registered as a national secuaxdsnge (such as the New
York Stock Exchange) or a board of trade definedenthe New York Not-
For-Profit Corporation Law, or an entity wholly oashby one or more national
security exchanges or boards of trade that provédésmation or technical
services to the national security exchanges ordsoairtrade.

Property purchased by a taxpayer affiliated witbgulated broker, dealer, registered

investment advisor, or national securities exchasgeoard of trade, or property

leased by a taxpayer to an affiliated regulateéémadealer, registered investment
advisor, national securities exchange, or boatrhdk is eligible for this credit if the
property is used by the affiliate in an activitysdebed above.
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Taxpayers must also satisfy an annual employmenthat measures New York

State employment in the current tax year againstadrthree standards:

. 80% current-year test: 80% or more of the emplsyperforming the
administrative and support functions resulting frammelating to the qualifying
uses of the property are located in New York State;

. 95% three-year back-office test: The average nuwiEmployees located in
New York State performing the administrative anggsart functions resulting
from or related to the qualifying uses of such pqent during the tax year is
equal to or greater than 95% of the number dutied36 months immediately
preceding the year for which the credit is claimed;

. 90% end-of-year test: The number of New York Seéaployees during the
current tax year is equal to or greater than 9@euerof the number on
December 31, 1998 or, if the taxpayer was not ancir year taxpayer in
1998, the last day of its first taxable year endiftgr December 31, 1998.

PIT Estimates: 2010: $0.2 million — 2013: $0.4 million

CFT Estimates: 2009: $18.6 million — 2013: $15.0 million

Bank Tax Estimates:2009: $14.9 million — 2013: $15.0 million

Insurance Tax Estimates:2009: $0.0 million — 2013: Minimal

Data Source: PIT Population File, CFT Study File, Bank Tax@tlrile, Insurance
Tax Study File

Reliability: Level 1

3. Credit for Servicing SONYMA Mortgages
Citation: Section 210(21-a), Section 1456(a)
Credit Type: Non-refundable/Non-carryforward
Effective Date: Bank Tax - Effective for tax years beginning aratier April 25,
1972; CFT - Effective for tax years beginning oratier January 1, 1995
Description: Banking corporations and mortgage bankers regidtender Article
12-D of the Banking Law and meeting certain reguiatequirements established by
the State of New York Mortgage Agency (SONYMA) megim a credit for
servicing mortgages acquired by SONYMA. The creditals 2.93 percent of the
total principal and interest collected for each SAM mortgage secured by a one-
to-four family residence. In addition, banks andrtgage bankers may receive an
amount equal to the interest collected during ¢hxalble year on each SONYMA
mortgage secured by a five or more family residenatiplied by a fraction. The
fraction depends on the types of properties whechie the serviced mortgage loans.
The credit may reduce tax liability to zero.
CFT Estimates: 2009: $0.0 million — 2013: Minimal
Bank Tax Estimates:2009: $5.7 million — 2013: $7.0 million
Data Sources: CFT Study File, Bank Tax Study File
Reliability: Level 1

4. Special Additional Mortgage Recording Tax Credit
Citation: Section 606(f)(3), Section 210(17,21), Sectioh€(4), Section 1511(e),
Section 187
Credit Type: Non-refundable/Carryforward (Refundable for Residd Mortgages
Only)
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Effective Date: CFT/Bank/Insurance/Corporation - Effective foix tgears
beginning after December 31, 1978; PIT - Effectimetax years beginning after
2003

Description: Taxpayers may claim a credit equal to the spedidit@nal mortgage
recording tax paid on certain mortgages. The trednot available for special
additional tax paid on mortgages of real properiggypally improved by one or
more structures containing in the aggregate noerttwan six residential dwelling
units, each dwelling unit having its own separateking facilities, where the real
property is located in one or more of the countiesprising the Metropolitan
Commuter Transportation District or Erie County.

Effective for special additional mortgage recordiag paid in tax years beginning
after January 1, 1994, an S corporation may eteteat the unused portion of the
credit as either a refund or carryforward instefgassing the credit through to
shareholders. S corporations may also elect @adalefund regardless of whether
the credit is carried from a New York C year or@nNYork S year.

PIT Estimates: 2010: $4.0 million — 2013: $10.0 million

CFT Estimates: 2009: $3.9 million — 2013: $5.0 million

Bank Tax Estimates:2009: $14.5 million — 2013: $15.0 million

Insurance Tax Estimates:2009: $0.0 million — 2013: Minimal

Section 183 Estimates2009: $0.0 million — 2013: Minimal

Section 184 Estimates2009: $0.0 million — 2013: Minimal

Section 185 Estimates2009: $0.0 million — 2013: Minimal

Section 186 Estimates2009: $0.0 million — 2013: Minimal

Data Sources:PIT Population File, CFT Study File, Bank Taxdttrile, Insurance
Tax Study File, Corporation Tax Study File

Reliability: Level 1

. Empire Zone (EZ), Qualified Empire Zone Enterprise (QEZE), and Zone
Equivalent Area Tax Credits

The Empire Zones (EZ) Program expired on June@D) 2No new entrants will be
admitted to the Program, but existing participaras continue to earn credits for
several years. Taxpayers will be allowed to wililze remainder of their five year
period for the EZ wage tax credit and the remaimdeheir benefit period for the
Qualified Empire Zone (QEZE) credits (15 or 10 wedepending on the date of first
certification). Taxpayers will be allowed to eatditional Empire Zone Investment
Tax Credit (EZ-ITC) until April 1, 2014, but quakf investment projects (QUIPS)
can earn EZ-ITC for their next nine tax years. Hrapire Zone Employment
Incentive Credit (EZ-EIC) will be fully availablef the three years after an EZ-ITC
is claimed if the taxpayer meets the requisite eyrmpent tests. Finally, taxpayers
can continue to earn the EZ capital credit throdgrch 31, 2014 for certified
contributions in fulfillment of a pledge made to BZ community development
project.

a. EZ-ITC and EZ-EIC*

Citation: Section 606(j), Section 606(j-1), Section 210B)2Section 210(12-
C), Section 187-k, Section 187-
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Credit Type: EZ-ITC - 50 percent Refundable to New Businessdy;®z-
EIC - Non-refundable/Carryforward for corporate payers; EZ-EIC - 50
percent Refundable to

New Businesses Only for Personal Income Taxpayers

Effective Date: PIT/CFT - Effective for tax years beginning arafter January
1, 1986; Article 9, Section 185 Agricultural Coogires - Effective for tax years
beginning on or after January 1, 2004

Description: Taxpayers may qualify for an enhanced investnt@xtcredit
(EZ-ITC) equal to a percentage of the cost or offexteral basis of tangible
personal property, including buildings and struat@womponents of buildings,
located within a designated EZ. The credit is algailable to taxpayers in the
financial services industry and contains the santesrand qualifications as the
regular financial services ITC. The credit ratel® percent for corporate
taxpayers and 8 percent for personal income taxpaye

Taxpayers may also claim an EZ-EIC similar to #gutar EIC, based upon EZ-
ITC claimed and employment increased within an EBe amount of the EZ-
EIC allowed is 30 percent of the EZ-ITC for eachh# three years following the
year for which the original EZ-ITC was allowed. eTRZ-EIC is allowed only
for those years during which the average numbengdloyees (except general
executive officers) in the EZ is at least 101 petad the average number of
employees (except general executive officers) enEZ during the tax year
immediately preceding the tax year for which thgioal EZ-ITC was allowed.
Corporation franchise taxpayers may apply the EZ-&jainst the alternative
minimum tax base.

PIT Estimates: 2010: $14.3 million — 2013: $12.0 million

CFT Estimates: 2009: $21.8 million — 2013: $30.0 million

Section 185 Estimates:2009: Minimal — 2013: Minimal

Data Sources: PIT Study File CFT Study File, Corporation Tax Study File
Reliability: Level 1

* Estimates include amounts of EZ financial services ITC and EIC.

b. EZ/ZEA Wage Tax Credit
Citation: Section 606(k), Section 210(19), Section 145&ektion 1511(g),
Section 187-m
Credit Type: 50 percent Refundable to New Business Only
Effective Date: PIT/CFT/Bank/Insurance - Effective for tax yelbeginning on
or after January 1, 1986; Article 9, Section 185ié&gtural Cooperatives -
Effective for tax years beginning on or after Jagua 2004
Description: A taxpayer may claim a wage tax credit (EZ-WT@) dloing
business and creating full-time jobs in an Empioe& The credit equals the
product of the average number of newly hired tad&Z employees receiving
EZ wages multiplied by $3,000. The correspondimgdit amount for
nontargeted employees is $1,500. Taxpayers @gtiifi Investment Zones may
claim an additional $500 for each employee paid 4,000 in wages. The
EZ-WTC is available for five years. Taxpayers emypig individuals in areas
that met EZ eligibility criteria but were not sosigmated - Zone Equivalent
Areas, or ZEAs - could claim a credit for ZEA wageaid for full-time
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employment in jobs created in the ZEA. The ZEAddrexpired in 2004, but
taxpayers are allowed to use carryforwards untieested. The total wage tax
credit cannot exceed 50 percent of tax due bef@uits.

PIT Estimates: 2010: $17.7 million — 2013: $14.0 million

CFT Estimates: 2009: $14.6 million — 2013: $20.0 million

Bank Tax Estimates:2009: $0.7 million — 2013: $1.0 million

Insurance Tax Estimates:2009: $0.4 million — 2013: $3.0 million
Section 185 Estimates2009: $0.1 million — 2013: Minimal

Data Sources:PIT Study File, CFT Study File, Bank Tax StudieFinsurance
Tax Study File, Corporation Tax Study File

Reliability: Level 1

NOTE: Excess amounts of EZ-ITC and EZ-WTC are &@@nt refundable to
new business taxpayers or taxpayers designatedvasr® of a qualified
investment project (QUIP) or a significant capitalestment project (SCIP).
Owners of QUIPs or SCIPs may also refund 50 peraeexcess EZ-EIC.

. EZ Capital Credit

Citation: Section 606(I), Section 210(20), Section 1456%dxtion 1511(h)
Credit Type: Non-refundable/Carryforward
Effective Date: Effective for tax years beginning on or afteruy 1, 1986
Description: Taxpayers may qualify for a credit for direct gginvestments in
certified zone businesses and contributions to conitydevelopment projects.
The credit equals 25 percent of the sum of eack bipinvestment. The
maximum credit per taxpayer is $100,000 for eaclestment type for an
aggregate limit of $200,000 and cannot exceed aifeohthe taxpayer’'s pre-
credit tax. Taxpayers may carry unused creditwdod indefinitely.
PIT Estimates: 2010: $1.5 million — 2013: $1.0 million
CFT Estimates: 2009: Minimal — 2013: Minimal
Bank Tax Estimates: 2009: Minimal — 2013: Minimal
Insurance Tax Estimates:2009: $0.0 million — 2013: Minimal
Data Sources: PIT Simulation Model, CFT Study File, Bank Taxu&y File,
Insurance Tax Study File
Reliability: Level 1

. QEZE Real Property Tax Credit

Citation: Section 14, Section 15, Section 606(bb), SeQb®(27), Section
1456(0), Section 1511(r), Section 187-j

Credit Type: Refundable

Effective Date: PIT/CFT/Bank/Insurance - Effective for tax yelaegjinning on
or after January 1, 2001; Article 9, Section 18iégtural Cooperatives -
Effective for tax years beginning on or after Jagug 2004

Description: For taxpayers certified prior to April 1, 2005etQEZE real
property tax credit (RPTC) is the product of thfaetors. The benefit period
factor is 1.0 in the first ten years of certificatj declining by 0.2 each year
thereafter. The employment increase factor is dag®n the QEZE’s job
growth. The final factor is the QEZE’s real pragdaxes for the current tax
year.
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For taxpayers certified on or after April 1, 200tdocated in an Investment
Zone (12), the credit equals 25 percent of the saayed health and retirement
benefits of net new employees. Taxpayers locataddevelopment Zone (DZ)
use the same formula but include an additionalofache DZ employment
increase factor, scaled to reward greater job asge. The credit can exceed
these amounts if the capital investment limitati®greater, but the credit is
capped at the amount of real property taxes.

Taxpayers certified on or after April 1, 2009 mresiuce the computed credit
amount by 25 percent.

PIT Estimates: 2010: $85.4 million — 2013: $66.0 million

CFT Estimates: 2009: $128.0 million — 2013: $135.0 million

Bank Tax Estimates:2009: $10.6 million — 2013: $11.0 million

Insurance Tax Estimates:2009: $0.2 million — 2013: Minimal

Section 185 Estimates2009: $0.4 million — 2013: Minimal

Data Sources:PIT Study File, CFT Study File, Bank Tax StudieFinsurance
Tax Study File, Corporation Tax Study File

Reliability: Level 1

e. QEZE Tax Reduction Credit
Citation: Section 14, Section 16, Section 606(cc), Se@iH(28),
Section 1456(p), Section 1511(s)
Credit Type: Non-refundable/Non-carryforward
Effective Date: Effective for tax years beginning on or afteruy 1, 2001
Description: The QEZE tax reduction credit is the product ofrffactors: the
benefit period factor, the employment increasediathe zone allocation factor,
and the tax factor. The first two factors are désed above. The zone allocation
factor measures the QEZE’s economic presence izdhe. The tax factor
depends on the type of filer:

Tax Type Tax Factor

Personal Income Tax The amount of personal income tax attributable to allocated QEZE income
Corporation Franchise Tax | The greater of the QEZE'’s tax on the ENI or AMT bases

Bank Tax The greater of the QEZE’s tax on the ENI or AMT bases

Insurance Tax The greater of the QEZE’s tax on the ENI or ENI plus compensation bases

For corporation franchise taxpayers located entiweithin an EZ, the tax
reduction credit can be applied against the AMT faxetl dollar minimum tax,
potentially reducing a taxpayer’s liability to zero

PIT Estimates: 2010: $48.9 million — 2013: $38.0 million

CFT Estimates: 2009: $28.5 million — 2013: $30.0 million

Bank Tax Estimates: 2009: $1.2 million — 2013: $1.0 million

Insurance Tax Estimates: 2009: $10.1 million — 2013: $12.0 million
Data Sources: PIT Population File, CFT Study File, Bank Tax @tuFile,
Insurance Tax Study File

Reliability: Level 1
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6. Farmers’ School Property Tax Credit
Citation: Section 606(n), Section 210(22)
Credit Type: Refundable
Effective Date: Effective for tax years beginning on or afteruany 1, 1997
Description: Taxpayers primarily engaged in farming may claieredit equal to
100 percent of total school property taxes paidjaalified New York agricultural
property up to 350 acres, and 50 percent of theaddhxes paid on acres in excess
of 350. To be eligible, taxpayers must earn twiadthof their Federal income from
farming, with three-year income averaging allowedletermining this threshold.
Recapture provisions apply if the taxpayer convirgsproperty to a nonqualified
use in the two years subsequent to first use ofrbeit.

PIT Filers - For purposes of this test, total gross incomedsiced by the sum
(not to exceed $30,000) of earned income, penssaesal security, interest, and
dividends. The credit begins to phase out foragmeps with NYAGI in excess of
$200,000, after subtracting principal on farm indelness, and is phased out
completely at $300,000.

CFT Filers - The credit begins to phase out for taxpayerk Wew York entire
net income in excess of $200,000 and is phasedmupletely at $300,000.
Shareholders may elect to claim their pro rataesbfthe corporation’s income
and principal payments on farm indebtedness whégrmeing the farmers’
school tax credit. In such instances, the corpmratoes not claim any credit.

PIT Estimates: 2010: $31.2 million — 2013: $34.0 million
CFT Estimates: 2009: $1.2 million — 2013: $1.0 million
Data Sources: PIT Population File, CFT Study File
Reliability: Level 1

7. Credit for Employment of Persons with Disabilities
Citation: Section 606(0), Section 210(23), Section 1456€}tion 1511(j), Section
187-a
Credit Type: Non-refundable/Carryforward
Effective Date: Effective for tax years beginning on or after W&y 1, 1998,
applicable to individuals who begin work on or aflanuary 1, 1997
Description: Employers may claim a credit equal to 35 peroétite first $6,000 of
first year wages paid to employees with disabgitia maximum of $2,100 per
employee). However, if the first year's wages lfydor the Federal work
opportunity tax credit, the New York credit willgly to second year wages. To be
eligible for the State credit, the disabled empéogeust work for the employer on a
full time basis for at least 180 days or 400 hoarsl must be certified by the State
Department of Education or another designated Sgeecy. Visually handicapped
individuals may receive certification from the appriate agency responsible for
vocational rehabilitation of the blind and visualhypaired.
PIT Estimates: 2010: Minimal — 2013: Minimal
CFT Estimates: 2009: Minimal — 2013: Minimal
Bank Tax Estimates:2009: $0.0 million — 2013: Minimal
Insurance Tax Estimates:2009: $0.0 million — 2013: Minimal
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Section 183 Estimates2009: $0.0 million — 2013: Minimal
Section 184 Estimates2009: $0.0 million — 2013: Minimal
Section 185 Estimates2009: $0.0 million — 2013: Minimal
Section 186 Estimates2009: $0.0 million — 2013: Minimal

Data Sources:PIT Population File, CFT Study File, Bank Tax@térile, Insurance

Tax Study File, Corporation Tax Study File
Reliability: Level 1

8. Qualified Emerging Technology Company (QETC) Credis

a. QETC Capital Tax Credit

Citation: Section 606(r), Section 210(12-F)

Credit Type: Non-refundable/Carryforward

Effective Date: Effective for tax years beginning on or afterulay 1, 1999
Description: Taxpayers who make a qualified investment inréfesel QETC
can receive a credit that varies depending uponlbogthe investment is held.
Taxpayers claim the credit in the year the investnie made and certify the
duration of the holding period. Investments heldéur years from the close of
the tax year in which the credit is first claimedafify for a 10 percent credit.
Investments held for nine years qualify for a 2fcpat credit. If the property is
sold, transferred, or disposed of prior to the ehdhe holding period, the
taxpayer must recapture a portion of the credme dggregate limits for all years
are $150,000 for the 10 percent credit, and $3@f060the 20 percent credit.
The amount of credit deducted may not exceed 5€epéepf the tax due before

any credits.

PIT Estimates: 2010: $1.0 million — 2013: $1.0 million

CFT Estimates: 2009: Minimal — 2013: Minimal

Data Sources: PIT Study File, CFT Study File
Reliability: Level 1

b. QETC Employment Credit
Citation: Section 606(q), Section 210(12-E)
Credit Type: Refundable

Effective Date: Effective for tax years beginning on or afteruay 1, 1999
Description: A QETC may claim a credit equaling $1,000 forteaividual
employed over a base year level. Credit is allofeedhree years.

PIT Estimates: 2010: $0.2 million — 2013: $0.2 million

CFT Estimates: 2009: $0.4 million — 2013: $1.0 million

Data Sources: PIT Population File, CFT Study File

Reliability: Level 1

9. Low-Income Housing Credit

Citation: Section 18, Section 606(x), Section 210(30), iBect456(l), Section

1511(n)
Credit Type: Non-refundable/Carryforward

Effective Date: Effective for tax years beginning on or afteruny 1, 2000, with
respect to commitments for construction of low-im&housing agreed upon on or

after May 15, 2000
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10.

11.

Description: The “New York State Low-Income Housing Tax Cre@ibgram,”
based on the existing Federal program, requiregyegement between the taxpayer
and the commissioner of the New York State Divissbiousing and Community
Renewal (DHCR) for a long-term commitment to loveeme housing. The amount
of the credit is determined by DHCR and dependbeapplicable percentage of the
qualified basis of each low-income building. Thedit amount allocated is allowed
as a credit against tax for 10 tax years.

PIT Estimates: 2010: Minimal — 2013: Minimal

CFT Estimates: 2009: Minimal — 2013: Minimal

Bank Tax Estimates:2009: $8.0 million — 2013: $10.0 million

Insurance Tax Estimates:2009: $0.0 million — 2013: $ 1.0 million

Data Sources:PIT Population File, CFT Study File, Bank Taxdttrile, Insurance
Tax Study File, Corporation Tax Study File

Reliability: Level 1

Credit for Purchase of an Automated External Defibillator

Citation: Section 606(s), Section 210(25), Section 1456)tion 1511(l)
Credit Type: Non-refundable/Non-carryforward

Effective Date: Effective for tax years beginning on or afteruany 1, 2001
Description: Taxpayers may claim a credit for the purchaserofautomated
external defibrillator, as defined in section 309D0f the Public Health Law. The
amount of credit equals the cost of each unit, a@ tmaximum of $500 per
defibrillator.

PIT Estimates: 2010: $0.1 million — 2013: $0.1 million

CFT Estimates: 2009: Minimal — 2013: Minimal

Bank Tax Estimates:2009: $0.0 million — 2013: Minimal

Insurance Tax Estimates:2009: $0.0 million — 2013: Minimal

Data Sources:PIT Population File, CFT Study File, Bank Tax@térile, Insurance
Tax Study File

Reliability: Level 1

Green Buildings Credit

Citation: Section 19, Section 606(y), Section 210(31), iBect456(m), Section
1511(0), Section 187-d

Credit Type: Non-refundable/Carryforward

Effective Date: Effective for taxable years beginning on or aff@nuary 1, 2001
Description: The green building credit consists of severakniives for the
purchase of recyclable building materials and ot@rironmentally preferable
tangible personal property. It also contains congmis for the purchase of fuel
cells, photovoltaic modules, and environmentallpss#eve non-ozone depleting
refrigerants. Phase | authorized $25 million iedit for costs incurred on or after
June 1, 1999, for property placed in service ot theeived a final certificate of
occupancy in tax years from January 1, 2001 to 2G0vase Il of the program began
in the 2005 tax year. An additional $25 milliontatal credit could be issued, but
the amount on any one credit certificate was lichte $2 million.

PIT Estimates: 2010: Minimal — 2013: $0.5 million

CFT Estimates: 2009: $3.7 million — 2013: $4.0 million

Bank Tax Estimates:2009: $6.2 million — 2013: $6.0 million
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12.

Insurance Tax Estimates:2009: $0.0 million — 2013: Minimal

Section 183 Estimates2009: $0.0 million — 2013: Minimal

Section 184 Estimates2009: $0.0 million — 2013: Minimal

Section 185 Estimates2009: $0.0 million — 2013: Minimal

Section 186 Estimates2009: $0.0 million — 2013: Minimal

Data Sources:PIT Population File, CFT Study File, Bank Taxdttrile, Insurance
Tax Study File, Corporation Tax Study File

Reliability: Level 1

Long-Term Care Insurance Credit

Citation: Section 606(aa), Section 210(25-a), Section 1J56ction 1511(m),
Section 190

Credit Type: Non-refundable/Carryforward

Effective Date: Effective for tax years beginning on or afteruany 1, 2002
Description: Taxpayers may take a credit equal to a percerghtee premiums
paid for the purchase of, or continuing coveraggeunna long-term care insurance
policy approved by the New York State Departmenfioaincial Services. When
enacted, the credit rate was 10 percent. Subselgggsiation increased the credit to
20 percent for tax years beginning after 2003.

PIT Estimates: 2010: $71.3 million — 2013: $75.0 million

CFT Estimates: 2009: $0.2 million — 2013: Minimal

Bank Tax Estimates:2009: Minimal — 2013: Minimal

Insurance Tax Estimates:2009: $0.2 million — 2013: Minimal

Section 183 Estimates2009: $0.0 million — 2013: Minimal

Section 184 Estimates2009: $0.0 million — 2013: Minimal

Section 185 Estimates2009: $0.0 million — 2013: Minimal

Section 186 Estimates2009: $0.0 million — 2013: Minimal

Section 186-a Estimates2009: $0.0 million — 2013: Minimal

Section 186-e Estimates2009: $0.0 million — 2013: Minimal

Data Sources:PIT Population File, CFT Study File, Bank Tax@térile, Insurance
Tax Study File, Corporation Tax Study File

Reliability: Level 1

13. Empire State Film and Commercial Credits

a. Empire State Film Production Credit
Citation: Section 24, Section 606(gg), Section 210(36)
Credit Type: Refundable
Effective Date: Effective for tax years beginning on or after Jagug 2004
Description: Taxpayers satisfying a threshold level of film pwotion activity
in New York State may claim the Empire State filraguction credit. The credit
equals 30 percent of qualified production costsiired in the production of
films and certain television shows.

Credit is awarded on a first come, first servedsagh applications made to the
New York State Governor's Office for Motion Picturand Television
Development (MP/TV). The annual amount of creld#ittcan be allocated by
MP/TV is $420 million in 2010 through 2014. Howewveap to $7 million of the
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annual allocation is available for the Empire Sfdte post production credit.
MP/TV has the authority to redirect Empire Statenfpost production credit
funds to the film credit if there are insufficieciaims for the post production
credit and applications for the film productionditeexceed the allotted total.

For tax years prior to January 1, 2008, the credis refundable across two
years. For tax years starting in 2008, the cnedg fully refundable. For tax
years beginning on or after January 1, 2009, tiigatton of the credit is spread
across several years, depending on the size af¢ud:

If the amount of the credit is: Then the credit is claimed:

under $1 million in the taxable year in which the film is
completed

at least $1 million but less than $5 million over a two year period, with half claimed
each year

at least $5 million over a three year period, with one-third
claimed each year

Taxpayers awarded credit from the 2010-2014 allmeatclaim credit in the later
of the tax year the production of the qualifiednfiis completed or the tax year
immediately following the allocation year from whithe taxpayer was awarded
credit. Corporation franchise taxpayers can hisetedit against the alternative
minimum tax.

PIT Estimates: 2010: $8.8 million — 2013: $22.0 million

CFT Estimates: 2009: $102.6 million — 2013: $338.0 million

Data SourcesPIT Population File, CFT Study File

Reliability: Level 1

. Empire State Film Post Production Credit

Citation: Section 31, Section 606(qq), Section 210(41)

Credit Type: Refundable — Over 2 Years

Effective Date: Effective for tax years beginning on or after Asgl11, 2010
Description: Companies that are ineligible for the film protdo credit may
qualify for the film post production credit. To blgible for the credit, the costs
incurred at a qualified post production facilitgrgerally a facility in New York
State, must equal or exceed 75 percent of the okl production costs at any
post production facility. The credit is allowed the taxable year in which the
production of the qualified film is completed. Téredit is administered by the
Governor’s Office for Motion Picture and Televisibevelopment (MP/TV) and
is capped at $7 million per year (total allocatd$35 million). As enacted, the
credit equaled 10 percent of qualified post productcosts paid in the
production of a qualified film at a qualified pgsbduction facility. Subsequent
legislation increased the credit rate to 30 perdentcosts incurred in the
Metropolitan Commuter Transportation District (MC)léahd 35 percent for cost
incurred outside the MCTD. MP/TV has the authdotyedirect post production
credit funds to the film credit if there are insaiént claims for the post
production credit and applications for the film goation credit exceed the
allotted total. Corporation franchise taxpayers oage the credit against the
alternative minimum tax.
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PIT Estimates: 2010: $0.0 million — 2013: Minimal

CFT Estimates: 2009: Not Applicable —2013: $7.0 million
Data Source: New York State Division of the Budget
Reliability: Level 4 (PIT), Level 5 (CFT)

c. Empire State Commercial Production Credit
Citation: Section 28, Section 210(38), and Section 606(jj)
Credit Type: Refundable — Over 2 Years
Effective Date: Effective for tax years beginning on or afteruky 1, 2007
and before January 1, 2015
Description: A taxpayer satisfying a threshold level of commarproduction
activity may claim a tax credit for qualified comroial production in New York
State. The credit is capped at $7 million per yaat is administered by the
Governor’s Office for Motion Picture and Televisi@evelopment (MP/TV).
The credit consists of three components:

* Incremental cost component ($1 million): 20 petadmualified production
costs in excess of the average of the three paarsy costs. The credit is
distributed on gro rata basis among all credit applicants, although no
individual company may receive an annual allocagjaater than $300,000.

* MCTD component ($3 million): 5 percent of qualdiproduction costs in
excess of $500,000 during the calendar year fokwothin the MCTD.
This component is also awarded qurarata basis, but with no per company
limitation.

e Qutside MCTD component ($3 million): 5 percenoflified production
costs in excess of $200,000 during the calendarfgeavork done outside
the MCTD. This component is distributed in the samatter as the MCTD
component. If the amount authorized for this congmt exceeds credit
claims, MP/TV may redirect the excess to the in@etal cost component.

Corporation franchise taxpayers can use the craghiinst the alternative
minimum tax.

PIT Estimates: 2010: $1.0 million — 2013: Minimal

CFT Estimates: 2009: $0.8 million — 2013: $7.0 million

Data Source: PIT Population File, CFT Study File

Reliability: Level 1

14. Security Training Tax Credit
Citation: Section 26, Section 606(ii), Section 210(37),ti®ac1456(t), Section
1511(x), Section 187-n
Credit Type: Refundable
Effective Date: Effective for tax years beginning on or afteruay 1, 2005
Description: Owners of commercial buildings over 500,000 squdeet can claim
$3,000 for each security guard employed who hasngae training certified by the
New York State Office of Homeland Security (OHS) @ paid a certain minimum
wage. The credit is administered by OHS.
PIT Estimates: 2010: $0.1 million — 2013: $0.1 million
CFT Estimates: 2009: $0.2 million — 2013: Minimal
Bank Tax Estimates:2009: $0.0 million — 2013: Minimal
Insurance Tax Estimates:2009: $0.0 million — 2013: Minimal
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Section 183 Estimates2009: $0.0 million — 2013: Minimal

Section 184 Estimates2009: $0.0 million — 2013: Minimal

Section 185 Estimates2009: $0.0 million — 2013: Minimal

Section 186 Estimates2009: $0.0 million — 2013: Minimal

Section 186-a Estimates2009: $0.0 million — 2013: Minimal

Section 186-e Estimates2009: $0.0 million — 2013: Minimal

Data Sources:PIT Population File, CFT Study File, Bank Tax@térile, Insurance
Tax Study File, Corporation Tax Study File

Reliability: Level 1

15. Brownfields Tax Credits

a. Brownfield Redevelopment Tax Credit
Citation: Section 21, Section 606(dd), Section 210(33),ti&ecl456(q),
Section 1511(u), Section 187-g
Credit Type: Refundable
Effective Date: Effective for tax years beginning on or after ifir 2005
Description: The brownfield redevelopment tax credit consiststhree
components relating to costs associated with:ps#paration; tangible property;
and on-site groundwater remediation. For sitegp@ted into the Brownfield
Cleanup Program (BCP) prior to June 23, 2008, tadicequals 10 percent of
costs associated with each component for persaoahie taxpayers, and 12
percent for corporate taxpayers. The credit irsgedy two percent if the site is
remediated to a Track 1 cleanup level (determingdhe Department of
Environmental Conservation), and by another eightgnt if at least ortealf of
the site is located in an Environmental Zone (Em&o An En-Zone is an area
designated by the Commissioner of Economic Deve@nand as of the 2000
census, has a poverty rate of at least 20 peroelrimunemployment rate of at
least 1 1/4 times the statewide unemployment catan area that has a poverty
rate of at least two times the poverty rate for ¢banty in which the site is
located provided the site was subject to a cleaigugement before September 1,
2010.

Sites accepted into the BCP after June 23, 2008udmject to a different credit
calculation. The site preparation and groundwaterediation component rates
are as follows:

Cleanup Standard Rate Track 4
Soil cleanup for unrestricted use; protection of

groundwater/ecological resources 50% n/a
Residential use 40% 28%
Commercial use 33% 25%
Industrial Use 27% 22%

NOTE: Track 4 is a cleanup level that will be protective for the site’s current, intended, or
reasonably anticipated residential, commercial, or industrial use with restrictions and with reliance
on the long-term employment of institutional or engineering controls to achieve such level.

The rates for the tangible property component ranta@ same with a new 2
percent bonus rate available for sites redevelapednformity with the goals
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and priorities of the brownfield opportunity arel@{ermined by the Department

of State) in which the site is located. Also, sitge subject to a cap on the

amount of tangible property component they can ggae The cap is the lesser

of:

- $35 million or three times the site preparation grmindwater component
costs; or

«  $45 million or six times the site preparation amdumndwater component
costs if the site is to be used for manufacturing.

PIT Estimates: 2010: $3.7 million — 2013: $320.0 million

CFT Estimates: 2009: $8.7 million — 2013: $170.0 million

Bank Tax Estimates: 2009: $59.1 million — 2013: $5.0 million

Insurance Tax Estimates: 2009: $0.0 million — 2013: Minimal

Section 183 Estimates:2009: $0.0 million — 2013: Minimal

Section 184 Estimates:2009: $0.0 million — 2013: Minimal

Section 185 Estimates:2009: $0.0 million — 2013: Minimal

Data Sources: PIT Population File, CFT Study File, Bank Tax @tiFile,

Insurance Tax Study File, Corporation Tax Stude Fil

Reliability: Level 1

b. Remediated Brownfield Credit for Real Property Taxes
Citation: Section 22, Section 606(ee), Section 210(34)j@et456(r), Section
1511(v), Section 187-h
Credit Type: Refundable
Effective Date: Effective for tax years beginning on or after lAfir 2005
Description: The remediated brownfield credit for real propéaikes equals 25
percent of the product of the taxpayer’s employnf&ctor (a percentage based
on the number of persons employed by the taxpayerqualified site) and the
taxpayer’s eligible real property taxes. If theess located in an En-Zone the
credit increases to 100 percent. The credit igento the number of full time
employees at the qualified site multiplied by $00,0
PIT Estimates: 2010: $2.2 million — 2013: $5.0 million
CFT Estimates: 2009: $2.8 million — 2013: $3.0 million
Bank Tax Estimates: 2009: $0.0 million — 2013: Minimal
Insurance Tax Estimates: 2009: $0.0 million — 2013: Minimal
Section 183 Estimates:2009: $0.0 million — 2013: Minimal
Section 184 Estimates:2009: $0.0 million — 2013: Minimal
Section 185 Estimates:2009: $0.0 million — 2013: Minimal
Data Sources: PIT Population File, CFT Study File, Bank Tax @tiFile,
Insurance Tax Study File, Corporation Tax Stude Fil
Reliability: Level 1

c. Environmental Remediation Insurance Credit
Citation: Section 23, Section 606(ff), Section 210(35)i®ad456(s), Section
1511(w), Section 187-i
Credit Type: Refundable
Effective Date: Effective for tax years beginning on or after l\fir 2005
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Description: The environmental remediation insurance creditleaved one
time for premiums paid for environmental remediaiisurance up to the lesser
of $30,000 or 50 percent of the cost of the prensium

PIT Estimates: 2010: $0.0 million — 2013: $0.0 million

CFT Estimates: 2009: $0.0 million — 2013: Minimal

Bank Tax Estimates: 2009: $0.0 million — 2013: Minimal

Insurance Tax Estimates: 2009: $0.0 million — 2013: Minimal

Section 183 Estimates:2009: $0.0 million — 2013: Minimal

Section 184 Estimates:2009: $0.0 million — 2013: Minimal

Section 185 Estimates:2009: $0.0 million — 2013: Minimal

Data Sources: PIT Population File, CFT Study File, Bank Tax @tiFile,
Insurance Tax Study File, Corporation Tax Stude Fil

Reliability: Level 1

Biofuel Production Credit

Citation: Section 28, Section 606(jj), Section 210(38), Secfi87-c

Credit Type: Refundable

Effective Date: Effective for tax years beginning on or after 2080&l before
January 1, 2020

Description: Taxpayers may claim a tax credit for the productof biofuel.
Biofuel is defined as fuel which includes biodieaat ethanol. Biodiesel is fuel
comprised exclusively of mono-alkyl esters of laigin fatty acids derived from
vegetable oils or animal fats, designated B100ckvimeets the specifications of
American Society of Testing and Materials desig&&751. The credit equals 15
cents per gallon after the production of the #&000 gallons per year presented to
market. The credit is capped at $2.5 million @payer per year for up to four
consecutive years per biofuel plant. The capieg at the entity level in the case
of partnerships, limited liability companies, andc&porations. For taxpayers
subject to tax under both Section 183 and 184;rdwit must first be deducted from
the taxes imposed under Section 183. Any credhireing must then be deducted
from the taxes imposed under Section 184.

PIT Estimates: 2010: $1.8 million — 2013: $10.0 million

CFT Estimates: 2009: Minimal — 2013: Minimal

Section 183 Estimates2009: $0.0 million — 2013: Minimal

Section 184 Estimates2009: $0.0 million — 2013: Minimal

Section 185 Estimates2009: $0.0 million — 2013: Minimal

Section 186 Estimates2009: $0.0 million — 2013: Minimal

Section 186-a Estimates2009: $0.0 million — 2013: Minimal

Section 186-e Estimates2009: $0.0 million — 2013: Minimal

Data Sources: PIT Population File, CFT Study File, Corporatibax Study File
Reliability: Level 1

Land Conservation Easement Credit

Citation: Section 606(kk), Section 210(38)

Credit Type: Refundable

Effective Date: Effective for tax years beginning on or after Jagua 2006
Description: Taxpayers may claim a tax credit equal to 25 perotthe school
district, county, and city/town real property taxasid on land that is under a
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conservation easement held by a public or privateservation agency. The
maximum allowable tax credit is $5,000. The craditombination with any other
credit for property taxes, may not exceed suchsax@&he termconservation
easement means a perpetual and permanent conservation eaisaméefined in
Article 49 of the Environmental Conservation LavC(B that serves to protect open
space, scenic, natural resources, biodiversitycagural, watershed, and/or historic
preservation resources. Any conservation easeimenhich a tax credit is claimed
must be filed with the Department of Environme@ahservation and comply with
the provisions of Article 49 Title 3 of the ECL atite provisions of subdivision (h)
of section 170 of the Internal Revenue Code.

PIT Estimates: 2010: $1.2 million — 2013: $1.5 million

CFT Estimates: 2009: Minimal — 2013: Minimal

Data Sources: PIT Population File, CFT Study File

Reliability: Level 1

Clean Heating Fuel Credit

Citation: Section 606(mm), Section 210(39)

Credit Type: Refundable

Effective Date: Effective for purchases made on July 1, 2006udnQJune 30, 2007
and on or after January 1, 2008 and before Jariy&§17

Description: Taxpayers may claim a tax credit for bioheat Ueedpace heating or
hot water production for residential purposes witthie state. The credit equals 1
cent per percent of biodiesel per gallon of biolpeeithased by the taxpayer and is
capped at 20 cents per gallon. Biodiesel is ddfagefuel comprised exclusively of
mono-alkyl esters of long chain fatty acids derifrech vegetable oils or animal fats,
designated B100, which meets the specificatiodswdrican Society of Testing and
Materials designated D6751. In addition, bioheaans a fuel comprised of
biodiesel blended with conventional home heatihguiich meets the specifications
of the American Society of Testing and Materialsigeation D396 or D975.

PIT Estimates: 2010: $0.3 million — 2013: $0.5 million

CFT Estimates: 2009: Minimal — 2012: Minimal

Data Sources: PIT Population File, CFT Study File

Reliability: Level 1

Rehabilitation of Historic Properties Credit

Citation: Section 606(00), Section 210(40), Section 145&agtion 1511(y)
Credit Type: Non-refundable/Carryforward

Effective Date: PIT/CFT - Effective for tax years beginning on éeeaJanuary 1,
2007. Bank/Insurance - Effective for tax yearsibeimg on or after January 1,
2010. Amended credit effective for tax years bemgig on or after January 1, 2010
and before January 1, 2015

Description: Taxpayers may claim a tax credit for the rehtdiibn of historic
properties located in New York State. The amotithii®State credit is based on the
credit amount allowed for the same taxable yeaeusabsection (a)(2) of section 47
of the Federal Internal Revenue Code (IRC). IRIZ(€)(3) defines a certified
historic structure as a building and its structw@nponents that are listed in the
National Register of Historic Places or locateiregistered historic district and
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certified to be of historic significance to thetdist. Any State credit taken must be
recaptured if the Federal credit upon which itasdd is recaptured by the taxpayer.

For tax years beginning on or after January 1, 20Ocredit is 100 percent of the
amount of the federal historic properties credairoled by the taxpayer, capped at
$5 million. The cap is imposed at the entity lefal partnerships, LLCs, or S
corporations. Also, the credit is limited to prdgelocated in distressed areas as
defined in IRC8143(j) or located within a censastthat is at or below 100 percent
of the State median family income in the most réedederal census. After
December 31, 2014, the credit reverts to a 30 pére¢e and $100,000 cap.

PIT Estimates: 2010: $0.5 million — 2013: $12.0 million

CFT Estimates: 2009: Minimal — 2013: $1.0 million

Bank Tax Estimates:2009: Not Applicable — 2012: $1.0 million

Insurance Tax Estimates: 2009: Not Applicable — 2013: $1.0 million

Data Sources:PIT Population File, CFT Study File, New York tBivision of the
Budget

Reliability: Level 1 (PIT, CFT), Level 5 (Bank, Insurance)

Excelsior Jobs Program Tax Credits

Citation: Section 31, Section 606(qq), Section 210(41), 8eci56(u), Section
1511(y)

Credit Type: Refundable

Effective Date: Effective for tax years beginning on or after Jagug 2010
Description: The Excelsior Jobs Program (EJP) Act was createdhapter 59 of
the Laws of 2010 and subsequently amended by OQhéptef the Laws of 2011.
The program is administered by Empire State Devetyg (ESD) and offers four
tax credits focused on certain strategic industries claim credits, taxpayers must
first apply to and be approved by ESD. ESD cauneiagp to $50 million in new
credits annually, with a fully effective annualabprogram cost of $250 million.
ESD will calculate the amount of each credit aniyuahd issue a certificate of tax
credit to participants entitling them to the creditAs initially enacted, taxpayers
were allowed to claim credits for five consecutpjears. Pursuant to Chapter 61,
participants accepted into the program after Aprie011 have a 10 year benefit
period. Corporation franchise taxpayers can usecthdit against the alternative
minimum tax.

a. Excelsior Jobs Tax Credit

EJP participants may claim a credit for each netjob created in the State. For
participants accepted into the program on or befgnél 1, 2011, the value of
the credit cannot exceed $5,000 per new job acaitguted on marginal wages
plus benefit basis as follows:

» 5 percent of wages plus benefits of $50,000 or, less

» 4 percent of wages plus benefits between $50,00%a6,000; and

» 1.33 percent of wages plus benefits over $75,000.

For taxpayers accepted into the program after Ap£I011, the credit is equal to
the gross wages multiplied by 6.85 percent.
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b. Excelsior Investment Tax Credit (EJP-ITC)

EJP participants may claim a credit equal to twaemt of the cost of qualified
investments in New York. Taxpayers cannot clairthiibe EJP-ITC and the
brownfield tangible property credit component floe same property in a given
year. In addition, taxpayers accepted into thggamm on or before April 1, 2011
are prohibited from claiming both the EJP-ITC alnel tegular ITC.

Excelsior Research and Development Tax Credit (EJR&D)

EJP participants may claim a credit for researcddavelopment expenditures in
New York. The credit is a percentage of the partib the taxpayer’s federal
research and development credit pertaining to edpees attributable to New
York. Eligible expenditures are defined in sectidnof the Internal Revenue
Code. For taxpayers accepted into the program d@efare April 1, 2011, the
percentage is ten percent. For those acceptedhatprogram after April 1,
2011, the percentage is fifty percent, subject tomét of three percent of
gualified research and development expenditurethatiable to New York
activity.

. Excelsior Real Property Tax Credit (EJP-RPTC)

EJP participants located in areas formerly deseghas Investment Zones under
the Empire Zones Program or that qualify as redipsanificant projects may
claim a credit for real property taxes. The cremtfjuals 50 percent of the
property taxes assessed and paid in the year inategdprior to a taxpayer’'s
application to the EJP and is gradually phased Bat.taxpayers accepted into
the program on or before April 1, 2011, the creslgthased down ten percent a
year over five years. For those accepted intptbgram after April 1, 2011, the
credit declines by 5 percent a year over ten years.

PIT Estimates: 2010: Not Applicable — 2013$75.0 million

CFT Estimates: 2009: Not Applicable — 2013%75.0 million
Bank Tax Estimates: 2009: Not Applicable — 2013Minimal
Insurance Tax Estimates: 2009: Not Applicable — 2013Mlinimal
Data Source: New York StateDivision of the Budget

Reliability: Level 4 (PIT), Level 5 (CFT, Bank, Insurance)

Credit for Companies who Provide Transportation to Individuals with
Disabilities

Citation: Section 606(tt), Section 210(44)

Credit Type: Non-refundable

Effective Date: Effective for tax years beginning on or after Jagug 2011 and
before January 1, 2017
Description: Taxpayers providing taxicab or livery service mé&jira a tax credit

equal to the incremental cost associated with wggaa vehicle so that it is

accessible by individuals with disabilities. Irdétn, taxpayers may also claim the
credit for the purchase of new vehicles manufacttwde accessible by individuals
with disabilities and for which there is no compgaeamake or model. The credit is

limited to $10,000 per vehicle. Vehicles accessibl individuals with disabilities

must comply with the Americans with DisabilitiestAand other Federal regulations.
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Corporation franchise taxpayers may use the ctediduce liability to zero. A
similar credit existed for tax years beginning omfber January 1, 2006 and before
January 1, 2011.

PIT Estimates: 2010: Not Applicable — 2012inimal

CFT Estimates: 2009: Not Applicable — 2013: Minimal

Data Source: New York State Division of the Budget

Reliability: Level 4 (PIT), Level 5 (CFT)

Economic Transformation and Facility RedevelopmenProgram Tax Credit
Citation: Sections 35, Section 606(i), Section 210(43), $act456(x),

Section 1511(aa)

Credit Type: Refundable

Effective Date: Effective On or After March 31, 2011 and before Baber 31,
2021

Description: Chapter 61 of the Laws of 2011 created the Ecan®nansformation
and Facility Redevelopment Program designed to gatii the economic
conseqguences in communities where correctionditfasiand facilities operated by
the Office of Children and Family Services (OCF®y&closed through the period
ending March 31, 2012. The program is administegeimpire State Development
(ESD) and offers a tax credit with four componeatsedevelop closed facilities and
attract new businesses to the surrounding areagpayers may claim credit for five
consecutive years. Corporation franchise taxpagansuse the credit against the
alternative minimum tax.

a. Economic Transformation and Facility Redevelopmentlobs Tax Credit
Component
Participants may claim a credit for each net newdeeated in the State. The
credit is equal to the gross wages multiplied [B8bGercent.

b. Economic Transformation and Facility Redevelopmentnvestment Tax
Credit Component
Participants may claim a credit for qualified intreents in the economic
transformation area. For investments on the grewid closed facility, the
credit is 10 percent of the cost of the investmeaoitto exceed $8 million for the
facility. For investments in areas outside offéality but within the economic
transformation area, the credit is 6 percent ofcibst of the investment, not to
exceed $4 million per entity.

c. Economic Transformation and Facility Redevelopmentlob Training Tax
Credit Component
Participants may claim a credit for fifty percemtqualified training expenses
paid during the year for employees displaced acdify closure, not to exceed
$4,000 per employee per tax year.

d. Economic Transformation and Facility RedevelopmenReal Property Tax
Credit Component
Participants may claim a credit equal to 50 perodrihe real property taxes
assessed and paid in the first tax year of thefligreziod for property located
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entirely within the grounds of a closed faciliffhe percentage decreases by 10
percent each year for the subsequent years ofethefib period. For property
located outside of the facility but within the ecomc transformation area, the
credit is equal to 25 percent of the real propdaxes assessed and paid
decreasing by 5 percent each year for subsequarg géthe benefit period.

PIT Estimates: 2010: Not Applicable — 2013%$27.0 million

CFT Estimates: 2009: Not Applicable — 2013: $27.0 million
Bank Tax Estimates: 2009: Not Applicable — 2013: Minimal
Insurance Tax Estimates: 2009: Not Applicable — 2013Mlinimal
Data Source: New York StateDivision of the Budget

Reliability: Level 4 (PIT), Level 5 (CFT, Bank, Insurance)

New York Youth Works Tax Credit

Citation: Section 606(tt), Section 210(44)

Credit Type: Refundable

Effective Date: Effective for tax years beginning on or afterulay 1, 2012 and
before January 1, 2014

Description: Chapter 56 of the Laws of 2011 created the Nevk Womuth Works
Tax Credit Program designed to provide tax incestie employers for employing at
risk youth in full-time and part-time positions tax years 2012 and 2013. The
program is administered by the New York State Dmpant of Labor (NYDOL).
The credit equals $500 per month for up to six hefior each qualified full-time
employee or $250 per month for each qualified paré position of at least 20 hours
per week. This portion of the credit is allowedtfixable year 2012. An additional
$1,000 per full time employee or $500 per part tiengployee is available if the
gualified employee remains employed for at leasadditional six months. This
portion of the credit is allowed for taxable ye204.2 and 2013. To claim the credit,
employers must first apply to and be approved byp®Y.. NYDOL will calculate
the maximum amount of credit the employer will levaed to claim and issue a
certificate of eligibility to participants entitlgithem to the credit. NYDOL can issue
up to $25 million of tax credit under this progra@orporation franchise taxpayers
can use the credit against the alternative minirtaxm

PIT Estimates: 2010: Not Applicable — 2013: Minimal

CFT Estimates: 2009: Not Applicable —2013: $5.0 million

Data Source: New York State Division of the Budget

Reliability: Level 4 (PIT), Level 5 (CFT)

Empire State Jobs Retention Program Credit

Citation: Section 36, Section 606(tt), Section 210(44) ti8rcl456(y), Section
1511(bb)

Credit Type: Refundable

Effective Date: Effective for tax years beginning on or after Wy 1, 2012
pertaining to emergencies declared on or afteralgrl 2011

Description: Chapter 56 of the Laws of 2011 created the Em@iae Jobs
Retention Program designed to support the retenfistrategic businesses and jobs
directly impacted by an event that leads to an gerary declaration by the
Governor. The Program offers a jobs tax crediaétputhe product of 6.85 percent
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and the gross wages paid for each impacted jolnetkfs a job existing at the
relevant location on the day before an event octhas leads to an emergency
declaration. A participant may also be eligibled@® percent ITC, but only for costs
in excess of costs recovered by insurance. Taxpawgay claim the credit for ten

consecutive years.

For a business to be eligible for the credit it m(& be located in the county where
an emergency is declared; (b) must demonstratgantial physical damage and
economic harm; and (c) must retain or exceed 1D@ifloe equivalent jobs in the
county where the emergency is declared. To claedit taxpayers must apply to
and be approved by Empire State Development (ESESD will calculate the
amount of credit annually and issue a certificdtebocredit to participants entitling
them to the credit. The total amount of tax crestitied by ESD shall be allocated
from the funds available for tax credits under Exeelsior Jobs Program Act.

PIT Estimates: 2010: Not Applicable — 2013: Minimal

CFT Estimates: 2009: Not Applicable — 2013: Minimal

Bank Tax Estimates: 2009: Not Applicable — 2013: Minimal

Insurance Tax Estimates: 2009: Not Applicable — 2013: Minimal

Data Source: New York State Division of the Budget

Reliability: Level 4 (PIT), Level 5 (CFT, Bank, Insurance)

Beer Production Credit

Citation: Section 37, Section 210(45), and Section 606(uu)

Credit Type: Refundable

Effective Date: Effective for tax years beginning on or afteruy 1, 2012
Description: The beer production credit is equal to 14 centgp#don for the first
500,000 gallons produced in New York State duriregtx year, plus 4.5 cents per
gallon for each additional gallon over 500,000 {@A5 million additional gallons)
produced in New York State in the same tax yearafimaximum credit amount of
$745,000. The credit cap is applied at the eitditgl for partnerships, LLCs, and S
corporations. Corporation franchise taxpayers uae the credit against the
alternative minimum taxTo be eligible, a taxpayer must be a registerettiloigor
under Article 18 of the Tax Law and produce 60 imllor fewer gallons of beer in
New York State in the tax year the credit is claime

PIT Estimates: 2010: Not Applicable —2013: Minimal

CFT Estimates: 2009: Not Applicable — 2013: $3.0 million

Data Source: New York State Division of the Budget

Reliability: Level 4 (PIT), Level 5 (CFT)
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2013-14 EXECUTIVE BUDGET
TAX EXPENDITURE PROPOSALS

This section describes the proposals containgtei@013-14 Executive Budget that
modify, add, or repeal specific tax expenditurgach description begins with background
information regarding the proposal, a summary efggtoposal, reasons for recommending
the change, and an estimate of the revenue imiplicaat Table 11 provides a listing of these
provisions.

Table 11
2013-14 Executive Budget Proposals Affecting Tax Expenditures
(Millions of Dollars)

2013-14
Fiscal Year
Estimate

Petroleum Business Tax
- Equalize Fuel Tax Treatment for Volunteer Ambulance Services and $ (0.1)
Fire Departments
Personal Income and Corporate Franchise Taxes
- Extend and Enhance the Empire State Film Production and Post 0.0
Production Tax Credits
Personal Income, Corporate Franchise, and State and Local Sales Taxes
- Establish the New York Innovation Hot Spots Program 0.0
Personal Income Tax
- Extend the High Income Charitable Contribution Deduction Limitation for Three Years 70.0
Personal Income, Corporate Franchise, Bank and Insurance Taxes
- Extend and Enhance the Historic Properties Rehabilitation Tax Credit 0.0
Personal Income, Corporate Franchise and Corporation Taxes
- Establish the Charge NY Electric Vehicle Recharging Equipment Tax Credit 0.0
State and Local Sales Taxes
- Establish Tax-Free Sales at Taste-NY Facilities (Minimal)
- Reform the IDA State Sales Tax Exemption 7.0
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1. Proposal to Extend and Enhance the Empire State Fil Production and Post
Production Tax Credits
Background: The Governor's Office for Motion Picture and Telson
Development is authorized to allocate $420 millionfilm production credit
annually in 2010 through 2014. Of this allocati$w million is devoted to the post-
production credit. Generally, both credits reqairéeast 75 percent of a taxpayer’s
costs to be attributable to work in a New York 8tiaicility. The film credit equals
30 percent of qualified costs and the post produactredit equals 30 percent for
costs in the Metropolitan Commuter Transportatigstiizt (MCTD) and 35 percent
for costs outside the MCTD.
Proposal: This proposal would extend the sunset througl92bitrease the post
production credit allocation to $25 million annyaltreate a “visual effects or
animation” component in the post production creadiy allow a talk or variety show
that relocates to New York State to be eligiblediadit.
Discussion: Providing an additional $2.1 billion in credit oviie next five years
will provide the certainty the industry needs tonnit productions to New York and
make long-term investments. The increase in tis¢ paduction credit allocation
and the new visual effects component recognize thettgrowing share of visual
effects and animation in production budgets andptitential to attract more post
production work to the state. The visual effecisiponent New York threshold test
is the lesser of $3 million or 20 percent of t@ast production costs while the non-
visual effects component test remains at 75 percemtally, the proposal would
allow a relocated television production to qualdycredit. To be eligible, a talk or
variety show must have filmed at least five seaguing to relocating to New York,
have a studio audience of 200 or more people, idmeréncur at least $30 million in
annual production costs in the state or $10 milliorcapital expenditures at a
qualified production facility in New York State.
Revenue: This proposal will have no effect on revenues ity 20613-14.

2. Proposal to Establish the New York Innovation Hot $ots Program
Background: A 2010 Report by the Task Force on Diversifyingitlesv York State
Economy through Industry-Higher Education Partngsiiound that while New
York was near the top nationally in total reseaetpenditures, it lagged
significantly behind other states in successfullynmercializing those research
ideas. Currently, New York universities rank sataomtionally in total research
spending, approximately $4 billion annually, bisdé¢han five percent of that total is
sponsored by industry. In addition, New York attsaonly four percent of the
nation’s venture capital investment.

Proposal: This proposal would establish tax-free “innovatimt spots” associated
with universities and colleges across the Stateufport start-up companies and
other companies in the early stages of developmEme. Department of Economic
Development, with recommendations from the Regi®&w@inomic Development
Councils, would designate five “innovation hot §joh SFY 2013-14 and another
five in SFY 2014-15. Qualified entities that agaants of the “innovation hot spots”
would also receive five years of tax incentiveddaating in the hot spot. Qualified
entities taxable under Article 9-A located completeithin the hot spot would only
be liable for the fixed dollar minimum tax. Quadd entities located within and
without of the hot spot and corporate partnersuadifjed entities would be allowed
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a deduction for the amount of income or gain attable to the operations in the hot
spot. Lastly, individuals receiving income fromatjtied entities that are sole
proprietorships, partnerships, limited liability mmpanies, or New York S
corporations would be allowed a deduction for tii@ant of income attributable to
the operations in the hot spot. Qualified entivesild also be eligible for a credit or
refund for sales and use tax imposed on the &bl of tangible personal property
or services during the five year period.

Discussion: The “innovation hot spots” would provide criticalpgport services to
tenants, including business planning, managemeidtasce, financial-packaging,
and linkages to financing and technology servi€asy would also allow companies
to grow without incurring additional tax liabilise Providing a low-cost and
supportive environment for start-up enterprises f@gter innovation and promote
job creation across the State.

Revenue This proposal would have no effect on revenneSkY 2013-14.

. Proposal to Extend the High Income Charitable Contibution Deduction
Limitation for Three Years.

Background: New York limits the availability of itemized dedimns for certain
high income taxpayers. Currently, the maximum @etage of disallowed
deductions, except charitable contributions, eql@@spercent for all taxpayers with
New York adjusted gross income (NYAGI) above $1lionl. However, taxpayers
with NYAGI above $1 million may claim 50 percenttbkir federal deduction for
charitable contributions. Taxpayers with NYAGI ab&10 million are limited to 25
percent of their federal deduction for charitaldetabutions; however this provision
expires for taxable years beginning on or afteudan1, 2013.

Proposal: This proposal will extend for three years the liontthe use of itemized
deductions by an individual whose adjusted groserire is over $10 million for
New York State and New York City taxpayers.

Discussion: This bill would amend the Tax Law to extend forete years (through
tax year 2015) the current New York limitation ometitemized charitable
contributions deduction for individuals whose Newrl adjusted gross income
(NYAGI) is over $10 million in the amount of 25 pent of any charitable
contributions deduction allowed under the InterRavenue Code. Without an
amendment, the deduction for individuals whose NY&®ver $10 million would
increase for tax years beginning on or after Jania013 to 50 percent of any
charitable contributions deduction allowed under ltiternal Revenue Code.
Revenue: The proposal would increase revenues in SFY 2018y1%70 million.

. Proposal to Extend and Enhance the Historic Properés Rehabilitation Tax
Credit

Background: The credit for the rehabilitation of historic propes has been in
effect since tax year 2007, but was originally aamailable to personal income and
corporate franchise taxpayers. The credit waslaqud0 percent of the federal
historic rehabilitation tax credit and was limited$100,000 per project. Chapter
547 of the Laws of 2006 limited eligibility to reifitation projects in low-income
areas, increased the value of the credit to 100eperof the federal credit, and
increased the maximum credit amount to $5 millmmtdix years 2010 through 2014.
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Chapter 472 of the Laws of 2010 extended crediilelity to banks and insurance
companies.

With the conclusion of the 2014 tax year, the “endwal” state credit is currently set
to revert back to 30 percent of the federal creditie, with the maximum credit
value returning to $100,000.

Proposal: The proposal would extend the “enhanced” tax cregian additional
five years through 2019, make the credit refundbblnning in tax year 2015, and
replace references to federal targeted area regdamder Section 143(j) of the
Internal Revenue Code (IRC) with American CommuSityvey data references.
Discussion: Extension of this credit would provide greater agntty to developers
who want to commit to historic rehabilitation prcig, and converting the credit to a
refundable tax benefit would incentivize furthervel®pment activity. The use of
American Community Survey data for the purposeatérmining the state median
family income is a necessary technical correctimaddress obsolete references to
federal targeted area residences under Sectiof) b43le IRC.

Revenue: The proposal would have no effect on revenues ivi 3F1.3-14.

5. Proposal to Establish the Charge NY Electric Vehid Recharging Equipment
Tax Credit
Background: A credit for alternative fuel vehicle refueling perty expired at the
conclusion of the 2010 tax year.
Proposal: This proposal would create a new tax credit forcteie vehicle
recharging property. This nonrefundable credit Moequal 50 percent of the
qualified costs, up to a maximum of $5,000, forreiastallation. The credit would
be valid through the end of the 2017 tax year.
Discussion: A credit for electric vehicle recharging equipmesauld promote the
purchase and use of electric vehicles, which wadtonately limit petroleum
consumption and reduce the emission of pollutahite market for electric vehicles
is still developing, and this credit would contrieuo the acceleration of such
development.
Revenue: The proposal would have no effect on revenues it 3F.3-14.

6. Proposal to Establish Tax-Free Sales at Taste-NY Egities
Background: The Taste-NY initiative will promote New York gfacts, including
creating tax-free "Taste-NY" stores across theestapromote New York grown and
produced products.
Proposal: This proposal would exempt from sales and usestaales of tangible
personal property and food and drink where theisateade at a Taste-NY facility.
For items of tangible personal property, the ex@mnps limited to items costing less
than $200. The sales tax exemption would take effieche first day of a sales tax
guarter at least 30 days after it becomes law.
Discussion: The sales tax exemption represents one compohamomprehensive
strategy to expand the market for New York groveard producers.
Revenue: This proposal would result in a minimal decreiassales tax revenue in
SFY 2013-14.
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7. Proposal to Reform the IDA State Sales Tax Exemptio
Background: An Industrial Development Agency (IDA) is a publbenefit
corporation that qualifies as an exempt governnmeganization for sales tax
purposes. In addition, Article 18-A of the Gendvainicipal Law grants tax exempt
status to purchases made by an IDA project beagfias an agent of the IDA.
Consequently, purchases by an IDA or its agenegempt from State and local
sales and use tax.
Proposal: This proposal would reform current IDA practiodgroviding financial
assistance with respect to State sales and usetefits. It provides that an IDA
cannot grant a State sales tax exemption benééssithe project beneficiary is in an
industry otherwise eligible to participate in the&cElsior Jobs Program. The
proposal also requires the approval of the Comuomssiof Economic Development
before an IDA may grant State sales and use taxgtxen benefits. In addition, it
provides that the State sales tax benefit wouldbediken at the time of purchase
but as credit or refund. Finally, the proposaluiess that in a situation where an
IDA recaptures State sales and use tax monies itioagent or project operator,
such monies would be turned over to the Tax Comanss. The proposal would
take effect immediately.
Discussion: Current IDA practices of providing financial agsince with respect to
State sales and use tax benefits are in needafwednd oversight. Limiting the
industries to which IDAs can offer State sales atir use benefits to certain key
sectors that are eligible to receive New York’s &gior tax credits will align the
IDA State sales tax exemption benefits with Statsmemic development goals. The
proposal does not restrict the local sales tax @tiem benefits provided by IDAs.
Revenue: The proposal would increase revenues in SFY 2018y $7 million.

8. Proposal to Equalize Fuel Tax Treatment for Volunter Ambulance Services
and Fire Departments
Background: Motor fuel (gasoline) and diesel motor fuel aubject to three
different taxes: an excise tax, a sales tax, apeéteoleum business tax (PBT).
Presently, volunteer ambulance services, volurfteecompanies, volunteer fire
departments, and volunteer rescue squads are dllmaaaim a reimbursement of
the excise tax and the sales tax for fuel usedhéir tvehicles. However, these
entities are not currently eligible for reimbursernef the PBT.
Proposal: This proposal would equalize the fuel tax treathny allowing volunteer
ambulance services, volunteer fire companies, ‘ekmfire departments and
volunteer rescue squads to claim a reimbursemetiteoPBT for motor fuel and
diesel motor fuel used in their vehicles. To dyathe entity must be the purchaser,
user or consumer of the motor fuel or diesel mfuterand use it in a vehicle owned
and operated by such entity exclusively for itsgmses. This proposal would take
effect on the first day of the first month thabi3 days after the bill is enacted.
Discussion: Current law provides only a partial (State exdese and sales tax)
reimbursement for fuels used by these entitiesaniding critical local emergency
services. Including a PBT exemption provides iaseel consistency across the taxes
imposed on fuel.
Revenue: The proposal would cause a minimal decreasennamevenues of less
than $100,000 in SFY 2013-14.
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GLOSSARY

Compensating Use TaxTax levied on tangible personal property and iseps/for its
consumption, storage, or use in the State of rasidapon which sales tax has not been
collected.

Corporate Exemption: The partial or full statutory exemption of céntéypes of business
entities from taxation.

Credit: Credits are amounts that are subtracted fromiaaxity (i.e., credits reduce the
amount of tax due by the amount of the credit):

Credit Earned: The amount of credit generated in the currentzar.

Credit Claimed: The amount of credit which taxpayers have alelduring the taxable
year. Taxpayers determine this by adding creditexhin the current year to any unused
credit from prior years and subtracting any applieacredit recapture. The claimed
amount also reflects the imposition of any statutwnitations.

Credit Used: The amount of credit which taxpayers actuallglgpo their tax liability.

Credit Carried Forward: Any unused amount of credit which is allowedused to
offset tax liability in future years. The amoumteedit carried forward is determined by
subtracting the amount of credit used or refundetle current year from the amount of
credit claimed.

Credit Refunded: Unused credit amounts requested as a refungdpbied against the
next liability period. These are requested amofrots the tax return, not necessarily
amounts actually paid. Refund requests are sutgexidit and adjustment by the Tax
Department and the Office of the State Comptroller.

Deduction. An amount which a taxpayer is allowed to sulitv@lten computing the tax
base.

Deferral: The legal authorization to delay the obligatiopay tax to a future period (e.g., a
future tax year).

Dependent Exemptions A fixed amount that is subtracted from New Yéujusted Gross
Income for an individual’'s dependents, not inclagihe taxpayer or spouse.

Entire Net Income (ENI): The amount of the taxable income base for catedaxpayers.
ENI equals federal taxable income after certaintioisd and subtractions for items that New
York treats differently. The major adjustmenthie tomputation of ENI for most taxpayers
is the exclusion of income from subsidiary capital.

Excise Tax A fixed, per unit tax imposed on a commaodity onunodities (e.g., 11 cents
per gallon of beer).

Exclusion/Exemption The statutory elimination of certain items @rtsactions from the
tax base.

179



GLOSSARY

Federal Adjusted Gross Income (FAGI) The amount of Federal income earned or
received during the income year after certain estolis and adjustments. Major exclusions
from gross income include many government traqsfgments, employer-provided pension

contributions and fringe benefits, most capitahgdrom the sale of a primary residence, and
a portion of social security benefits. Major adijoents to gross income include deductions
for individual retirement arrangements, alimonydp@mployee moving expenses, and one-
half of self-employment tax paid.

Federal Conformity: The extent to which State tax laws adopt or conféo various
provisions of Federal Tax Law.

Federal Taxable Income (FTI) The amount of taxable income before certain dedns
reported by a corporate taxpayer on its Federaktaxn. FTIincludes all income received
by the taxpayer during the tax year and most deshsfrom income. It does not include
the Federal net operating loss deduction or theiagbEederal deductions for dividends
received.

Flow-Through Provisions. Provisions (e.g., definitions, deductions, esauas) that are
derived from provisions of the Federal Tax Law arglapplied to or flow-through to State
Tax Law.

Franchise Tax A tax imposed on business corporations for ttixlege of conducting
business in the State.

Gross Receipts TaxTax levied on the total receipts (e.g., inconoafisales) of a business.

Itemized Deductions Individual deductions that are subtracted froewlNYork Adjusted
Gross Income and are applied in lieu of a standadiiction.

New York Adjusted Gross Income (NYAGI) The amount of Federal adjusted gross
income earned or received during the income yéar eértain modifications and before the
subtraction of either the standard deduction omited deductions, and dependent
exemptions. For example, New York State incomeré&nds, included in FAGI, are
subtracted in determining NYAGI.

Personal Income Tax A tax imposed on the income of persons. Exaspléncome that
may be subject to tax include wages, non-wage irec@merests, dividends, capital gains),
business income, and investment income.

Premiums Tax A tax imposed on insurance corporations ancettein the amount of net
premiums received.

Reimbursement An amount due to a taxpayer where there wag/meat of tax, but no
liability.

Sales Tax An ad valorem tax levied on sales at retail.
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Service The performance of an action or activity foreth

Standard Deduction A statutorily fixed amount, determined by filistatus, subtracted
from New York adjusted gross income.

Tangible Personal Property Corporeal personal property of any nature.

Tax Expenditure: Features of the Tax Law that by exemption, esioly, deduction,
allowance, credit, preferential tax rate, defewwabther statutory device, reduce the amount
of taxpayers’ liabilities to the State by providieigher economic incentives or tax relief to
particular classes of persons or entities, to aeh@éepublic purpose.

Taxable Income The amount to which the applicable tax rate [giad. Taxable income is
gross income (prior to any adjustments) minus nicatibns, deductions, and exemptions.

Tax Liability : The amount of tax required to be paid by a tagpay

Transfer Tax: A tax imposed on the transfer of tangible persqmaperty (e.g., real
property) from one individual or entity to another.
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APPENDIX

Federal Exclusions from Income

This Appendix summarizes Federal “flow throughX ¢xpenditure provisions which
impact the New York State Personal Income, Corpofatinchise, Bank, and Insurance
Taxes. It should be noted the Appendix items utigennsurance Tax apply only to life
insurance corporations. These taxes begin withidiefns of income which are derived from
provisions of the Federal Internal Revenue Cods.aAesult of this “coupling” of State
definitions of income base to Federal definitias;lusions, or deductions from income at
the Federal level become exclusions or deductioribeaState level. Therefore, these
provisions automatically become tax expendituréseaState level. The descriptions apply
for Federal law as of January 1, 2013. Therefesamates for the 2006-2010 tax years
(2005-2009 for Corporate Franchise Tax, Bank Tag, lasurance Tax) might reflect law
provisions which have changed since that time.

Code Sections 101-137 set forth items that arkidgd from income. In addition,
other special types of income are specifically edet by law. The following types of
income are also exempt:

e items that are protected by the U.S. Constitution,
e items that are exempted by virtue of any act of@ess, and
e items that arise under the provisions of foreignttaaties.

These exclusions (and exemptions) are not integdeble with deductions from
gross income (e.g., losses, expenses, bad debds, Bieductions must be shown on the
taxpayer’s return, while exclusions generally asé n

Each of these estimates is derived from methodedoghich allocate Federal tax
expenditures to a New York State tax equivalerddral exclusions and deductions from

income and their associated New York State tax mdipgre value are presented in the
following tables.
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New York State Tax Expenditure Estimates of

Federal Exclusions from and Adjustments to Income

Provision

2006

2007

2008

2009

2010

2013

10.

11.

12.

13.

14.

Personal Income Tax

Deduction for IRA and Keogh Contributions

Taxpayers may deduct up to $5,500 of contributions to qualified IRA
plans. For married couples, each spouse may deduct $5,500.
Limitations apply for taxpayers covered by an employer-provided
retirement plan. In addition, taxpayers may exclude earnings from
plans for which they elected not to deduct contributions. Separate
limits apply for contributions to a Keogh plan.

Exclusion of Income Earned Abroad by U.S. Citizens

A citizen or resident of the United States whose principal residence is
in a foreign country may exclude, for Federal income tax purposes,
income earned in foreign countries and related housing costs.

Limited Exception to Passive Loss Rules on Rental R eal Estate
Taxpayers may deduct up to $25,000 of passive losses attributable to
rental real estate against active income.

Exclusion of Capital Gains on Home Sales

Taxpayers may exclude up to $250,000 (single) and $500,000 (married
joint) of gain from the sale of exchange of a principal residence. This
exclusion applies for each sale or exchange.

Exclusion of Capital Gains from Small Business Stoc k

Investors may exclude, subject to certain dollar limitations, 100 percent
of capital gains from investment in the stock of a qualified small
business when held at least five years. In addition, gain may be
deferred if reinvested in other qualified small business stock within 60
days.

Exclusion of Scholarship and Fellowship Income
Scholarship and fellowship income may be excluded from a student’s
Federal gross income.

Exclusion of Employee Meals and Lodging

The value of meals supplied on the employer’s business premises and
lodging provided as a condition of employment are excluded from an
employee’s Federal gross income.

Exclusion of Public Assistance Benefits
Public assistance benefits are excluded from Federal gross income.

Exclusion of Veterans’ Benefits
Various benefits received by veterans or their beneficiaries are
tax-exempt.

Exclusion of Employer Contributions for Medical Ins urance and
Care and Long-Term Care Insurance

Contributions made by an employer to a health insurance plan which
provides compensation to the employee for personal injury and
sickness and premiums for long-term care insurance may be excluded
from the employee’s gross income for Federal income tax purposes.

Exclusion of Employer Contributions for Employee Pe nsions
Employer contributions to an employee’s pension plan are excluded
from the employee’s Federal gross income. Also, earnings are
excludible until distributed. Various limitations apply to contributions on
behalf of highly-compensated employees.

Exclusion of Workers’ Compensation Benefits
Amounts received under workers’ compensation acts, accident and
health insurance, and similar plans are excluded from gross income.

Exclusion of Employer-Provided Tuition Assistance
Employees may exclude up to $5,250 of employer-paid tuition for
undergraduate and graduate college education.

Exclusion of Employer-Provided Child Care

The value of child care provided by an employer is excluded from the
employee’s Federal gross income. The exclusion may not exceed
$5,000 ($2,500 for married filing separately).
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131.2

53.9

160.5

644.6

5.5

38.3

19.0

9.6

86.2

2,739.7

1,905.6

117.5

12.9

24.0

135.4

65.0

180.8

645.2

6.4

42.9

20.8

12.0

93.1

2,810.8

1,996.8

125.0

13.9

20.2

128.8

121.0

137.0

535.0

9.0

47.3

23.0

13.6

100.1

3,285.0

1,930.0

132.0

15.0

175

115.0

163.0

231.3

583.1

13.1

72.6

27.9

16.8

126.3

4,212.7

2,415.9

178.1

17.9

32.1

116.7

139.7

279.0

480.0

8.0

77.0

30.0

16.9

157.6

4,104.0

2,260.0

177.5

23.0

21.1

165.0

145.0

380.0

749.0

12.0

81.0

31.0

18.0

183.0

4,492.0

3,260.0

194.0

28.0

39.0
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Provision 2006 2007 2008 2009 2010 2013
Personal Income Tax

15. Exclusion of Certain Employer-Provided Transportati on Benefits

Employees may exclude from income certain qualified transportation

fringe benefits for commuter vehicles, transit passes, and parking. 66.6 72.9 79.6 93.4 91.1 95.0
16. Exclusion of Benefits and Allowances to Armed Force s Personnel

Combat pay and certain other in-kind benefits and cash allowances

received by members of the Armed Forces are excluded from Federal

gross income. 65.9 81.5 125.0 145.0 155.0 175.0
17. Exclusion of Accelerated Death Benefits

Taxpayers may exclude accelerated death benefits paid under life

insurance contracts. 4.0 4.0 4.0 4.0 4.0 4.0
18. Deduction for Self-Employed Persons’ HealthandLon  g-Term Care

Insurance

Self-employed taxpayers may deduct the entire cost of health

insurance and long-term care premiums they provide for themselves

and their families. The deduction is not allowed for any month in which

the taxpayer or spouse is eligible to participate in an employer’s health

insurance plan. 80.0 94.2 97.6 121.0 103.0 133.0
19. Exclusion of Employer-Provided Adoption Assistance

Taxpayers may exclude up to $12,770 per child of qualified adoption

expenses provided by their employers. 7.6 10.1 12.0 17.4 30.2 15.0
20. Exclusion of Employer-Paid Premiums on Life Insuran ce,

Accident Disability Insurance, and Accidental Death Insurance

Plans

Employer-paid life insurance premiums for coverage up to $50,000 and

premiums for accident disability and accidental death may be excluded

from an employee’s Federal gross income. 49.8 55.1 57.1 60.5 59.2 61.0
21. Exclusion of Interest on Life Insurance Policy and Annuity Cash

Value

Interest which is credited annually on the cash value of a life insurance

policy or annuity contract is not included in the income of the policy

holder or annuitant. 355.7 397.3 426.0 484.4 494.4 568.0
22. Exclusion of Interest on Qualified New York State a nd Local

Bonds

Interest payments from qualified New York State and municipal bonds

are excluded from the taxpayer’s Federal gross income. 373.7 423.0 470.0 540.0 534.0 600.0
23. Expensing of Exploration and Development Costs of O iland Gas

Investors in oil and gas extraction enterprises may deduct from Federal

gross income exploration and development costs incurred during the

taxable year. * * * * * *
24. Amortization of Business Start-Up Costs

A taxpayer may elect to amortize, over a period of at least 60 months,

the investigatory and start-up expenses of a business in which the

taxpayer actively participates. 15.0 17.0 20.4 23.7 33.0 35.0
25. Capital Gains at Death

Capital gains on property which is transferred at death by inheritance

or otherwise is exempt from taxation, being excluded from the Federal

gross income of both the deceased and the recipient of the property. 667.6 463.0 578.0 668.3 601.0 825.0
26. Farm Income Stabilization: Expensing of Capital Ou  tlays

Farmers are allowed to deduct certain capital outlays for the taxable

year during which they are paid or incurred instead of being

apportioned over an extended period in the form of depreciation

deductions. 23.8 28.7 20.2 18.7 21.1 23.0

27.

Capital Asset Treatment of Timber Income, Iron Ore, and Coal
Royalties

Income earned from the sale of timber or royalties received pursuant to
the lease of coal or iron ore mining rights may be treated as income
from long term capital assets, allowing the owner to claim any capital
losses against either capital gains or ordinary income.
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Provision

2006

2007

2008

2009

2010

2013

28.

29.

30.

31.

32.

33.

34.

35.

Personal Income Tax

Expensing of R&D Costs

A taxpayer may elect to deduct costs incurred or paid during the
taxable year with respect to research and development in connection
with the taxpayer's trade or business. Alternatively, these expenses
may, under specified conditions, be amortized over a period of not less
than 60 months.

Expensing up to $500,000 on Certain Depreciable Bus iness
Property

Businesses investing in certain depreciable property during the taxable
year may deduct as an expense, in lieu of depreciation, up to $500,000
of the cost of hew equipment put in service during the tax year. This
“Section 179" expensing deduction begins to phase out dollar for dollar
when the total cost of such property exceeds $2 million.

Exclusion of Social Security and Tier | Railroad Re tirement
Benefits

A minimum one-half of Social Security and Tier | benefits received by
single taxpayers with modified adjusted gross income (MAGI) between
$25,000 and $34,000 is excluded from Federal gross income. For
single taxpayers with income above $34,000, a minimum of 15 percent
is excluded. For married taxpayers with MAGI between $32,000 and
$44,000, a minimum of one half of Social Security is excluded, and for
married taxpayers with MAGI above $44,000, a minimum of 15 percent
is excluded.

Deferred Tax on Installment Sales
Non-dealer taxpayers may report certain sales using the installment
method of accounting as provided by IRC Section 453.

Deduction for Student Loan Interest

Taxpayers may deduct up to $2,500 of interest paid on qualified
education loans. The deduction phases out when modified AGI
exceeds $70,000 (single) and $146,000 (married joint).

Exclusion for Education IRAs
Taxpayers may exclude distributions (including earnings) from
education IRAs if used for qualified higher education. The exclusion is
completely phased out when modified AGI exceeds $110,000 (single)
and $220,000 (married joint).

Exclusion of Earnings of Qualified Tuition Programs
Taxpayers may exclude the earnings and distributions of qualified
tuition programs, such as New York’s “College Choice” programs.

Deduction for Contributions to Health Savings Accou nts

Eligible taxpayers may deduct contributions to HSA's equal to the
lesser of the annual deductible under their high deductible health
insurance plan or $6,450 for those with family coverage ($3,250 for
those with individual coverage).
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10.

Corporate Franchise Tax

Expensing of Certain Outlays for Farmers (Soil and Water
Conservation Expenditures, etc.)

Farmers may deduct certain capital outlays from gross income for the
tax year in which they pay or incur such costs, instead of apportioning
them over an extended period in the form of depreciation deductions.

Expensing up to $500,000 on Certain Depreciable Bus iness
Property

Businesses investing in certain depreciable property during the taxable
year may deduct as an expense, in lieu of depreciation, up to $125,000
of the cost of new equipment put in service during the tax year. This
“Section 179" expensing deduction begins to phase out dollar for dollar
when the total cost of such property exceeds $500,000.

Utility Generation Property Transition Provisions

Taxpayers that are qualified public utilities and were taxed under
former Section 186 in 1999 and earlier may claim for New York
depreciation on property placed in service before January 1, 2000, a
deduction equal to the amount of depreciation expense shown on the
taxpayer's books and records for the taxable year, rather than the
Federal MACRS amount. Similarly, the basis for gain or loss upon
disposition of such transition property that the taxpayer owned in 1999
is generally the book cost of the property less the aggregate of New
York depreciation deductions taken.

Expensing of Research and Development Costs

A corporation may deduct from Federal gross income costs incurred or
paid during the tax year for research and development in connection
with its business.

Amortization of Business Start-Up Costs
A corporation may amortize, over a period of at least 180 months,
certain investigatory and business start-up expenses.

Deferred Tax on Installment Sales
Non-dealer sellers of property, other than inventory, may use the
installment method of accounting as provided by IRC Section 453.

Deductibility of Charitable Contributions
Taxpayers may deduct charitable contributions, not exceeding 10
percent of taxable income computed as specified, from gross income.

Expensing of Exploration and Development Costs

Taxpayers may deduct exploration costs and development
expenditures of a mine or natural deposit as expenses in the year
incurred.

Completed Contract Accounting

Under the completed contract accounting method, taxpayers report
income and expenses associated with a long term contract in the tax
year of contract completion. Expenses that are not allowable to the
contract (i.e., period costs), are deductible in the year paid or incurred
depending on the accounting method employed.

Amortization of Pollution Control Facilities and Re forestation
Expenditures

Instead of taking MACRS depreciation, a taxpayer may elect to
amortize over a 60-month period qualified pollution control facilities,
used in connection with a plant or other property in operation before
1976.
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Bank Tax

Expensing up to $500,000 on Certain Depreciable Bus iness
Property

Businesses investing in certain depreciable property during the taxable
year may deduct as an expense, in lieu of depreciation, up to $125,000
of the cost of new equipment put in service during the tax year. This
“Section 179" expensing deduction begins to phase out dollar for dollar
when the total cost of such property exceeds $500,000.

. Deductibility of Charitable Contributions
A corporation may deduct charitable contributions, not exceeding 10
percent of taxable income computed as specified, from gross income.

. Amortization of Business Start-Up Costs
A corporation may elect to amortize, over a period of 180 months or
more, the investigatory and start-up expenses of a business.

Deferred Tax on Installment Sales

Pursuant to the Tax Reform Act of 1986, non-dealer taxpayers may
report certain sales using the installment method of accounting as
provided by IRC Section 453.
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N/A

Insurance Tax

Expensing up to $500,000 on Certain Depreciable Bus iness
Property

Businesses investing in certain depreciable property during the taxable
year may deduct as an expense, in lieu of depreciation, up to $125,000
of the cost of new equipment put in service during the tax year. This
“Section 179" expensing deduction begins to phase out dollar for dollar
when the total cost of such property exceeds $500,000.

Deductibility of Charitable Contributions

Charitable contributions, not exceeding 10 percent of taxable income
computed as specified, may be deducted from a corporation’s gross
income.

Amortization of Business Start-Up Costs
A corporation may elect to amortize, over a period of no less than
180 months, the investigatory and start-up expenses of a business.

Deferred Tax on Installment Sales

Pursuant to the Tax Reform Act of 1986, non-dealer taxpayers may
report certain sales using the installment method of accounting as
provided by IRC Section 453.

. Small Life Insurance Company Taxable Income Adjustm  ent

Small life insurance companies may claim a special deduction from
gross income which is not available to other insurance corporations.
The deduction is 60 percent of that portion of tentative life insurance
company taxable income which does not exceed $3 million for the
taxable year. A phase out of the deduction occurs for amounts over
$3 million.

Deduction of Life Insurance Reserves for Life Insur  ance
Companies

Life insurance companies may deduct a net increase in reserves which
are maintained with respect to its insurance contracts and annuity
contracts.

Exclusion of Investment Income on Life Insurance an d Annuity
Contracts

Life insurance gross income excludes investment income on life
insurance and annuity contracts, in the form of policy holder dividends.

Less than $0.1 million.
The tax expenditure was not applicable for these years.

No data available.
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