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INTRODUCTION

The twenty-fifth annual New York State Tax Expenditure Report has been
prepared by the Department of Taxation and Finance and the Division of the
Budget and is submitted in accordance with the provisions of Section 181 of the
Executive Law. The Executive Law defines tax expenditures as “features of the
Tax Law that by exemption, exclusion, deduction, allowance, credit, preferential
tax rate, deferral, or other statutory device, reduce the amount of taxpayers’
liabilities to the State by providing either economic incentives or tax relief to
particular classes of persons or entities, to achieve a public purpose.”

As required by statute, the Report includes:
e An enumeration of the tax expenditures (Section VI) associated with the:

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

= Corporate Franchise Tax (Article 9-A of the Tax Law)

» Bank Tax (Article 32 of the Tax Law)’

= Insurance Tax (Article 33 of the Tax Law)

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

= Sales and Compensating Use Tax (Article 28 of the Tax Law)

= Petroleum Business Tax (Article 13-A of the Tax Law)

= Real Estate Transfer Tax (Article 31 of the Tax Law);

1

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

o Estimates (if reliable data are available) of the costs of the tax
expenditures for the current taxable or calendar year and the five
preceding years? (Section VI);

e An analysis of tax expenditure proposals included in the Governor’s 2016-
17 Executive Budget (Section VIII); and

e Cautionary or advisory notes regarding the use of the Report and data
limitations (Section II).

! Pre-reform Article 9-A and Bank Tax data have been moved to Appendices A and B, respectively.

2 Section 181 of the Executive Law provides that any information relating to tax expenditures furnished by
the Commissioner of Taxation and Finance be furnished in accordance with the secrecy provisions of the
Tax Law.
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INTRODUCTION

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

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

e State legislation enacted in recent years that resulted in the addition,
deletion, or modification of various tax expenditure provisions (Section V).

The report also includes the following additional information:

e An illustration of the impact of tax expenditures on tax liability under the
Personal Income Tax (Section IlI);

e A summary of tax expenditures by general policy area (Section 1V);
e A glossary of terms used in this report (Section 1X).
e Appendices containing the following:
= Historical tax expenditures for the pre-reform corporation franchise
tax (Appendix A)

= Historical tax expenditures for the pre-reform bank tax (Appendix B)
» Federal exclusions from income (Appendix C).



USE OF THIS REPORT AND

DATA LIMITATIONS

As defined by the Executive Law,® tax expenditures in this report are
defined as “features of the Tax Law that by exemption, exclusion, deduction,
allowance, credit, preferential tax rate, deferral, or other statutory device, reduce
the amount of taxpayers’ liabilities to the State by providing either economic
incentives or tax relief to particular classes of persons or entities, to achieve a
public purpose.” This definition is less subjective than an approach that defines
tax expenditures by first defining a normal tax structure because it avoids
judgments about what constitutes “normal.”

This report does not purport to offer an official list of tax expenditures.
Rather, it describes as many tax expenditures as possible and provides revenue
estimates for as many provisions as can be isolated and measured. Where
applicable data is available, tax expenditure estimates generally cover five
historical years. Forecasted estimates project the cost of a tax expenditure as
reflected in the Tax Law as it was in effect on January 1, 2016. The forecasted
estimates do not reflect changes proposed in the Executive Budget. A
description of the Executive Budget Tax Expenditure proposals is included in a
separate section of this report. As a result of new or improved information, the
estimates may differ from those published in previous reports. The estimates in
the report do not reflect the impact of the Metropolitan Transportation Authority
(MTA) surcharge, imposed on businesses operating in the Metropolitan
Transportation Commuter District (MCTD).

The “cost of a tax expenditure,* or the tax expenditure revenue estimate, is
the amount by which a tax expenditure reduces taxpayers’ liability to the State for
a taxable year or on a calendar year basis if a taxable year basis is not
appropriate. The reduction in taxpayer liability is the difference between tax
liability under the current Tax Law and tax liability if the particular expenditure did
not exist. In the case of certain tax credits, the cost also includes amounts
refunded to taxpayers. It is important to acknowledge that each tax expenditure
estimate is measured separately and independently of other tax provisions (i.e.,
other taxes are held constant) and no changes in taxpayer behavior are
assumed. Thus, the tax expenditure estimates provided in this report are not
equivalent to the impact on the State’s Financial Plan if the expenditure were
repealed or modified. In addition, since the expenditure estimates are measured
separately and independently, individual tax expenditures cannot be summed.

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

® Section 181(a).
* Section 181(b).



USE OF THIS REPORT AND DATA LIMITATIONS

Historical Forecast
Personal Income Tax 2009, 2010, 2011, 2012, 2013 2016
Corporate Franchise Tax* 2008, 2009, 2010, 2011, 2012 2016
Bank Tax* 2008, 2009, 2010, 2011, 2012 Not applicable
Insurance Tax* 2008, 2009, 2010, 2011, 2012 2016
Corporation and Utilities 2008, 2009, 2010, 2011, 2012 2016
Sales and Use Tax 2009, 2010, 2011, 2012, 2013 2016
Petroleum Business Tax 2010, 2011, 2012, 2013, 2014 2016

Real Estate Transfer Tax 2010-11, 261 1-12, 2012-13, 2013-14 2016-17

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

Comprehensive Corporate Tax Reform

In 2014, New York enacted comprehensive corporate tax reform, which
takes effect for tax years beginning on or after January 1, 2015. Some of the
major reform provisions are listed in the “recently enacted legislation” section of
this report. This section discusses the impact corporate reform has on the
structure of the Tax Expenditure Report. The most salient change is the merger
of the Bank Tax (Article 32) into the Corporate Franchise Tax (Article 9-A).

In keeping with the practice of the Tax Expenditure Report to reflect the law
as it is in effect in the year it is produced, 2016 in this instance, the main body of
the report contains a description of the new Article 9-A and each of its tax
expenditures. However, estimates for the individual expenditures will not be
available for several years. This is because the complete, verified study file that
will contain the 2015 tax returns will not be available until 2018. The extent of the
changes under reform are so vast, and the nature of the changes are so
interrelated, it is not possible to forecast discrete components in isolation using
existing study files. Forecasting of tax expenditures under the new 9-A will not
be possible until tax returns containing actual data for these expenditure items
are filed.

The previously separate sections for pre-reform Article 9-A and bank tax
have now been moved to new appendices. Data will continue to be reported
through the 2014 tax year for the expenditures in each tax article. This will allow
for a full history of these taxes and their expenditures prior to their reform. After
2014 tax year data is reported, these appendix sections will cease.

Federal Exclusions

The personal income (Article 22), corporate franchise (Article 9-A), and
insurance (Article 33) taxes are all based, to some extent, on the Federal tax
structure. There are provisions in Federal law that reduce the base subject to
New York tax because the exclusion flows through to New York law. For
example, employer contributions for medical insurance and care are excluded
from Federal adjusted gross income. This exclusion flows through to New York
which uses Federal adjusted gross income as a starting point for determining
New York income. In most cases, New York policymakers have opted to
conform to the Federal base for these taxes. Conformity eases administration of
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the Tax Law while at the same time promoting taxpayer compliance. These
items do not constitute tax expenditures in the same sense as provisions
specifically designed by New York policymakers to promote economic
development or to provide specific tax relief. To focus attention on New York
source tax expenditures, Federal exclusions are listed in the Appendix which
provides estimates of the revenue foregone by conformity to these provisions.

Reliability of the Estimates

Estimates of the cost of tax expenditures have different levels of reliability
based on the accuracy of both the data and the estimation procedure. For all of
the taxes, with the exception of the Sales and Compensating Use Tax, the
Department of Taxation and Finance assigns the highest category of reliability,
Level 1, to estimates based on information from actual tax returns that were
verified for accuracy. It assigns Level 2 to estimates based on data files
containing unverified or incomplete information from actual tax returns. Neither
of these return data sources is augmented with audit information. In Level 3
estimates, average marginal tax rates are applied to aggregate data. This
sometimes includes Federal tax return data from the Internal Revenue Service’s
Statistics of Income. Level 4 estimates are based on national tax expenditure
estimates made by the Federal Joint Committee on Taxation (JCT) or the Office
of Management and Budget (OMB) or are estimates derived from non-tax data
sources.

Estimates for most of the Sales Tax expenditures are derived from non-tax
data sources. Therefore, a somewhat different reliability scheme is employed
with all estimates given the fourth level of reliability. Within this fourth level, the
report further categorizes estimates based on the accuracy and suitability of the
data sources. Category A estimates use both New York State and industry-
specific data. Category B estimates use either New York-specific data that is not
industry specific or national data derived from direct industry information such as
industry associations. Category C estimates use data other than state or
industry-specific data.

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

In some cases the reliability of estimates can change from year to year.
This is especially the case for base year and forecast estimates versus historical
estimates. For example, provisions previously estimated with either less reliable
tax return data or Federal tax information might become Level 1 (highest
reliability) if added directly to tax returns and verified for accuracy. This could
cause current and projected estimates to differ from historical estimates.

Regardless of data source, the reliability of estimates for the budget year is
of distinctly lower quality than that of the historical numbers. The hazards of
forecasting generally are exacerbated when point estimates of the value of
particular provisions of law are involved. Changes in taxpayer behavior,

5
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business organization, and other factors as well as “updating” methodologies can
all have profound implications for the estimates of particular provisions in the

budget year.



AN ILLUSTRATION OF THE IMPACT

OF TAX EXPENDITURES ON
PERSONAL INCOME TAX LIABILITY

The following flow chart (Figure 1) provides an illustration of how tax
expenditures impact the computation of tax liability under the Personal Income
Tax. The (o) reflects components of income that are included in computing tax
liability and V reflects tax expenditures that, if applicable to a taxpayer, reduce
their tax liability.

New York is one of approximately 28 states that use Federal adjusted gross
income (FAGI) as the starting point in calculating their personal income taxes.
New York is one of 15 states that automatically conform to changes in FAGI.
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 2016

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

< QLK < <

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

Small business and/or farm income exclusion

< |4 < [KQIQI9] <

Exclusion of Wages Received from an employer
located in a tax-free New York area

<

Exclusion of income attributable to the New York
business incubator and innovation hot spot

Exclusion of Service Award for Volunteer Firefighters
and Ambulance Workers

Other subtractions

plus
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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 e | Standard deduction or
V | Itemized deductions
minus
Exemptions VvV | Dependent exemptions
equals

New York Taxable Income

Multiplied by tax rate schedule

yields

New York Tax Liability Before Credits

minus

Credits

Household credit

Earned income credit

Real property tax credit

Child and dependent care credit

Accumulation distribution credit

Solar energy system equipment credit

College tuition credit

Nursing home assessment tax credit

Empire state child credit

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

Volunteer firefighters and ambulance workers credit

Historic homeownership rehabilitation credit

Family tax relief credit

Enhanced Real Property Tax credit

Real Property Tax Freeze credit

Property Tax Relief Credit

Investment credit

Investment credit for Financial Services Industry

Empire zone, qualified empire zone credits, and zone
equivalent areas tax credits

Farmer’s school property tax credit

Credit for employment of persons with disabilities

Qualified emerging technology company credits

Low income housing credit

Credit for the purchase of an automated external
defibrillator

Green building credit

Long-term care insurance credit

Empire state film and commercial production credits

Security training tax credit

Brownfields tax credits

Biofuel production credit

4IQQQIKICIC] € |QIQKIC] <€ [KIQIQIKQIQIQIQ 4] 4 []dIQIQQQ <L CQ|C

Land conservation easement credit

©




IMPACT ON PERSONAL INCOME TAX LIABILITY

Clean heating fuel credit

Rehabilitation of historic properties credit

Excelsior jobs program (EJP) tax credits

< (K<<

Credit for companies who provide transportation to
individuals with disabilities

Economic transformation and facility redevelopment
program tax credit

New York youth works tax credit

Empire State jobs retention program credit

Beer production credit

Credit for alternative fuel vehicle refueling property
and electric vehicle recharging property

START-UP NY tax elimination credit

Minimum wage reimbursement credit

Hire A Vet credit

Musical and Theatrical Production credit

Real Property Tax Relief credit for Manufacturing

Credit for the excise tax on telecommunication
services paid by START-UP NY businesses

Workers with disabilities tax credit

I Q4 KIAKAIKCIC] CQ |Q|IQC| C

Resident credit

equals

New York Tax Liability After Credits

V Tax expenditure
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SUMMARY OF TAX EXPENDITURES

The Joint Committee on Taxation (JCT) of the U.S. Congress publishes an
annual report on Federal Tax Expenditures.> One feature of this report is that tax
expenditures are presented by Federal budgetary outlay categories.® JCT
classifies Federal tax expenditures into 12 different outlay categories. This
classification allows policymakers to consider tax expenditures in the same policy
context as direct expenditures, should they choose to do so. This section of the
New York State Tax Expenditure Report attempts to provide the same form of
data presentation.

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

In addition, the Federal and New York State governments fulfill different
roles in society. The classic example of the difference in their roles is that the
Federal government, unlike New York State, makes outlays for the purpose of
national defense. Similarly, New York does not typically engage in international
affairs. Accordingly, the JCT categories were modified slightly to better represent
the various functions of New York State government. The categories for New
York State tax expenditures 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 Retirement;
Veterans’ Benefits and Services; and

®Joint Committee on Taxation, Estimates of Federal Tax Expenditures for Fiscal Years 2015-
2019.

®For a discussion of the origins and uses of the Federal budget functions, see U.S. General
Accounting Office. Budget Function Classifications: Origins, Trends, and Implications for
Current Use. GAO/AIMD-98-67. Washington, D.C., February 1998.
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e General Purpose Fiscal Assistance.

In keeping with JCT practice, several individual (personal) income tax
expenditures were classified into multiple categories. These specific tax
expenditures are the itemized deduction for charitable contributions (found in the
Education and Training, Social Services, and Health categories), the itemized
deduction for taxes paid (only a portion of which is found in Education and
Training and General Purpose Fiscal Assistance), and dependent exemptions
(only a portion of which is found in Education and Training). In keeping with this
scheme, it was also necessary to classify several Sales and Use Tax
expenditures into multiple categories. These include the exemptions for New
York State and its political subdivisions (found in Government and Education and
Training) and the exemption for charitable organizations (found in the Education
and Training, Social Services, and Health).

Table 1 shows the five largest tax expenditures, in terms of base year
estimates (Minimal or larger), for each of the governmental function categories
noted above.” In two categories, there are less than five tax expenditures:
Veterans’ Benefits and Services; and General Purpose Fiscal Assistance.

Table 1
($ millions)

1 GOVERNMENT
Tax ltem# Tax Expenditure Base Year  Amount
SUT 122 New York State Agencies or Political Subdivisions 2013 644.5
SUT 124  Federal Agencies 2013 251.0
PBT 7 Governments 2014 67.6
PIT 3 Exclusion of Interest on U.S. Obligations 2013 54.0
SUT 130 Indian Nations and Members of Such Indian

Nations 2013 7.0
SUT 131 U.S. Military Post Exchanges 2013 7.0
2 GENERAL SCIENCE & TECHNOLOGY
Tax ltem#  Tax Expenditure Base Year Amount
SuT 76  Research and Development Property 2013 69.0
PIT 7a QETC Capital Tax Credit 2013 1.2
CORPFR 22b  QETC Employment Credit 2012 0.4
PIT 7b  QETC Employment Credit 2013 0.1
CORPFR 22a  QETC Capital Tax Credit 2012 *

" Base year numbers for Corporation Franchise Tax and Bank Tax are located in Appendices A
and B, respectively.

12
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3 ENERGY, NATURAL RESOURCES & ENVIRONMENT
Tax ltem#  Tax Expenditure Base Year Amount
SUT 41 Automotive Fuel Receipts Exceeding Two Dollars

Per Gallon 2013 359.0
PBT 8 Residential Heating 2014 214.9
PBT 3 Crude Qil and Liquid Petroleum Gases 2014 71.2
CORPFR 29a Brownfields Redevelopment Tax Credit 2012 45.8
SUT 83  Pollution Control Equipment 2013 14.0
4 AGRICULTURE
Tax ltem#  Tax Expenditure Base Year Amount
SUT 75  Farm Production and Commercial Horse Boarding 2013 80.0
PIT 5 Farmers' School Property Tax Credit 2013 38.2
SUT 34 Fuel, Gas, Electricity, Refrigeration and Steam

Used in Farming and Commercial Horse Boarding 2013 17.0
PBT 10 Fuel Used for Farm Production 2014 9.8
CORP FR 20 Farmers School Property Tax Credit 2012 1.3
5 ECONOMIC DEVELOPMENT
Tax ltem#  Tax Expenditure Base Year Amount
CORP FR 1 Exclusion of Interest, Dividends and Capital Gains

from Subsidiary Capital 2012 705.0
CORPFR 27a  Empire State Film Production Credit 2012 245.2
CORP FR 19d QEZE Real Property Tax Credit 2012 110.3
BANK 4 Deduction of 60 Percent of Dividend Income and

Excess Gains from Subsidiary Capital 2012 108.9
CORPFR 19a EZ Investment Tax Credit and Employment

Incentive Credit 2012 86.6
6 OTHER BUSINESS & COMMERCE
Tax ltem#  Tax Expenditure Base Year Amount
SUT 106 Precious Metal Bullion and Coins 2013 512.0
SUT 77  Machinery and Equipment Used in Production 2013 330.0
PIT 21f  Miscellaneous Deductions Subject to 2 Percent of

AGI Limitation 2013 291.3
INSURANCE 15  Exclusion from the Premiums Tax of Premiums

Written on Certain Reinsurance Policies 2012 278.7
SUT 61 Interstate or International Telephone & Telegraph

Service 2013 232.0

13
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Tax
PIT

SUT

BANK

CORP FR
INSURANCE

Tax
SuT
PBT
SuT
suT
PBT

Tax
SUT
PIT
PIT
SUT
PIT

10

Tax
PIT
PIT
suT
PIT
suT

11

Tax
SUT

SUT
PIT
PIT
SUT

HOUSING

ltem# Tax Expenditure
21b  Interest Deduction

5 Capital Improvement Installation Services
18 Low Income Housing Credit
33 Credit for Rehabilitation of Historic Properties
34  Credit for Rehabilitation of Historic Properties

TRANSPORTATION

ltem# Tax Expenditure
49  Fuel Sold to Airlines
2 Bunker fuel
56 Tractor-Trailer Combinations
47  Commercial Aircraft
17  Omnibus Carriers

EDUCATION & TRAINING

ltem# Tax Expenditure
122 New York State Agencies or Political Subdivisions
21e Taxes Paid Deduction
29 College Tuition Credit
19 Food Sold at School Cafeterias
21c  Charitable Contribution Deduction

SOCIAL SERVICES

ltem#  Tax Expenditure

31 Empire State Child Credit
21c  Charitable Contribution Deduction
127  Charitable Organizations

26  Child and Dependent Care Credit

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

HEALTH

ltem# Tax Expenditure

28  Drugs, Medicine and Medical Supplies

29 Eyeglasses, Hearing Aids and Prosthetic Aids
21a  Medical/Dental Deduction
21c  Charitable Contribution Deduction
127  Charitable Organizations

14

Base Year Amount
2013 798.4
2013 434.0
2012 26.0
2012 5.7
2012 2.3

Base Year Amount
2013 103.0
2014 41.8
2013 24.0
2013 21.0
2014 5.6

Base Year Amount
2013 644.5
2013 446.0
2013 240.3
2013 170.0
2013 82.4

Base Year Amount
2013 663.7
2013 477.8
2013 444.0
2013 193.7
2013 105.0

Base Year Amount

2013 1,080.0
2013 149.0
2013 98.2
2013 22.0
2013 20.4
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12 INCOME SECURITY, SOCIAL SECURITY & RAILROAD RETIREMENT
Tax ltem#  Tax Expenditure Base Year Amount
SUT 17  Certain Food Products 2013 1,208.0
PIT 24  Earned Income Credit 2013 1,042.8
PIT 2 Exclusion of Social Security and Tier | Railroad

Retirement Benefits 2013 846.7
PIT 4 Exclusion of Pensions, Annuities, Interest and

Lump Sum Payments Received by NYS &

Municipal Retirees 2013 844.9
SUT 114  Clothing and Footwear 2013 833.0
13 VETERANS BENEFITS & SERVICES
Tax ltem#  Tax Expenditure Base Year Amount
PBT 11 Not-For-Profit Groups and Veterans Organizations 2014 11.8
SUT 128  Veterans Posts or Organizations 2013 *
SUT 129  Veterans Home Gift Shops 2013 *
PBT 28  Not-For-Profit Groups and Veterans Organizations 2014 *
14 GENERAL PURPOSE FISCAL ASSISTANCE
Tax ltem#  Tax Expenditure Base Year Amount
PIT 21e Taxes Paid Deduction 2013 297.3
15 OTHER
Tax ltem#  Tax Expenditure Base Year Amount
PIT 20 Value of Standard Deductions for Those Returns

with ltemized Deductions in Excess of Standard

Deduction 2013 1,511.7
SUT 86 Trade-In Allowance 2013 732.0
INSURANCE 18 Exemption from Article 33 for Specified Types of

Entities Engaged in an Insurance business 2012 365.2
SUT 63 Cable Television Service 2013 311.0
SUT 62 Internet Access Service 2013 282.0
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RECENT LEGISLATION THAT HAS

AFFECTED TAX EXPENDITURES

State legislation enacted in recent years has resulted in the addition,
deletion, or modification of various provisions in the report this year. The changes
are as follows:

Additions:

e For taxable years beginning on or after January 1, 2016 and before January
1, 2020, a real property tax relief credit is available for Article 22 resident
taxpayers. The credit is applicable against school district taxes levied outside
of the City of New York. For tax year 2016, the credit will equal a fixed
amount depending on the taxpayer’s place of residence. For tax years 2017
through 2019, the credit will equal a percentage of tax savings attributed to
the basic and enhanced STAR exemptions and will vary based on the
taxpayer’s qualified gross income. The credits will be sent as an advance
payment, with the initial payment occurring in the fall of 2016.

e For tax years beginning on or after January 1, 2015, a new refundable tax
credit is available for certain employers that procure skills training for their
employees or provide internship programs in advanced technology under the
new Employee Training Incentive Program. The credit is available to qualified
employers subject to tax under Articles 9-A and 22 for eligible costs incurred
on or after the effective date. The credit is equal to 50 percent of eligible
training costs, up to $10,000 per employee receiving eligible training and 50
percent of the stipend paid to an intern, up to a credit of $3,000 per intern.
The total amount of tax credits for any taxable year may not exceed $5 million
and will be allotted by Empire State Development from funds available for tax
credits under the Excelsior Jobs Program Act.

e A use tax exemption is available for beer, cider, and liquor furnished at no
charge by a licensed brewery, farm brewery, cider producer, farm cidery,
distillery, or farm distillery to a customer for consumption at tastings. Bottles,
corks, caps, and labels used to package such beverages are also exempt
from tax. This amendment is effective June 1, 2015.

e Receipts from the sale of electricity sold by a person primarily engaged in the
sale of solar energy system equipment, and certain electricity generated by
such equipment pursuant to a written agreement are exempt from sales tax.
This amendment is effective December 1, 2015.

e Receipts in excess of $230,000 for a vessel are exempt from sales tax. This
amendment is effective June 1, 2015.

16



RECENT LEGISLATION

Receipts from the sale of general aviation aircraft, and machinery and
equipment to be installed on the aircraft, are exempt from sales tax. This
amendment is effective September 1, 2015.

Receipts from certain related-party sales arising as a result of the Dodd-Frank
Wall Street Reform and Consumer Protection Act are exempt from sales tax.
This amendment is effective September 1, 2015.

Beer, cider, and liquor used at tastings, held in conformity with the Alcoholic
Beverage Control Law, are exempt from the compensating use tax (Article
28) as of June 1, 2015. In addition, the use tax exemption for wine tastings
applies to tastings held both on and off premises as of the passage of the
SFY 2015-16 budget.

Modifications:

The itemized deduction limitation for charitable contributions has been
extended for two years. Total itemized deductions are limited to 50 percent of
the Federal deduction for charitable contributions for individuals with NYAGI
between $1 million and $10 million and 25 percent of the Federal deduction
for charitable contributions for individuals with NYAGI over $10 million. These
limitations will remain in effect for tax years 2016 and 2017.

The manufacturer’s real property tax credit has been amended to allow
farmers and commercial fishermen taxable under Article 22 of the Tax Law
who lease real property from a related party or an unrelated third party to
claim the credit. In addition, the credit is limited to real property taxes not
deducted from the taxpayer's New York adjusted gross income.

The PIT credit for excise taxes on telecommunication services incurred in
START-UP tax-free area is limited to telecommunications taxes not deducted
from the taxpayer's New York adjusted gross income.

The enhanced real property tax circuit breaker credit for New York City
residents has been extended for four years. The benefit was previously
scheduled to expire January 1, 2016. Eligible New York City renters and
homeowners will now be able to claim the refundable credit for tax years 2016
through 2019.

The Excelsior Jobs Program was expanded to allow entertainment
companies, music production companies, and video game software
developers to participate in the program.

Significant changes to the Brownfield Cleanup Program (BCP) were enacted.
Generally, the changes only impact BCP applicants accepted into the
program on or after July 1, 2015; existing participants will continue to utilize
the rules and computations that pertain to their respective dates of
acceptance by the Department of Environmental Conservation.
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o The tangible property component of the brownfield redevelopment
credit was amended to require sites located in New York City to meet
one of three standards to be eligible for the tangible property

component.
= At least half the site is located in an En-Zone (environmental
zone);

= The property is upside down or underutilized; or
= The project is an affordable housing project.

o The brownfield redevelopment credit was amended to enact two timing
changes for the tangible property component of the credit.
= Property placed in service prior to the issuance of a certificate of
completion (COC) is allowed to generate credit in the tax year in
which the COC is issued.
= The post-COC window for the tangible property component is
changed to 120 months from the date of the COC issuance.

o The calculation of the tangible property component cap, as it applies to
the brownfield redevelopment tax credit, is amended to include costs
that were expensed at the federal level under IRC Section 198 and
thus not part of those component bases.

o The remediated brownfield credit for real property taxes and the
environmental remediation insurance credit are no longer available for
sites accepted into the Brownfield Cleanup Program on or after July 1,
2015.

The alternative fuel vehicle refueling property and electric vehicle recharging
property credit, available to Article 9, 9-A, and 22 taxpayers, was amended to
allow alternative fuel vehicle refueling property and electric vehicle recharging
property credit on costs that are not covered by a grant. The amount of the
credit is amended to equal the lesser of $5,000 or the product of 50 percent
and the cost of any such property less any costs paid from the proceeds of
grants. Pervious law prohibited the credit if any of the cost of the
refueling/recharging property had been paid through grant proceeds.

The Youth Works Tax Credit Program, available to Article 9-A and Article 22
taxpayers, was renamed the Urban Youth Jobs Program tax credit and an
additional allocation of $10 million per year in Programs 3 through 5 was
authorized.

The START-UP NY Program was amended to include two airport facilities
owned by the State of New York as tax-free START-UP NY areas.
Specifically included is any vacant land or space owned by New York on the
premises of Stewart Airport or Republic Airport. These facilities are subject to
the 200,000 square-foot maximum for vacant land or vacant building space
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designated as a START-UP NY area, but will not count against the Program’s
total square footage limitation.

e A petroleum business tax (Article 13-A) reimbursement is allowed for up to
4,500 gallons of highway diesel motor fuel used in farm production, in a 30-
day period without prior approval from the Commissioner. This change was
enacted immediately upon passage of the SFY 2015-2016 budget.
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This section provides revenue estimates of tax expenditures for 86
provisions of the 2016 New York State Personal Income Tax. Tax expenditures
are first estimated for the 2013 tax year (the latest year for which historical tax
data are available) and then projected to the 2016 tax year. This section also
provides historical estimates from 2009 through 2012 for comparison. Table 2
lists the income tax provisions for which estimates exist, and the estimates
themselves. To provide some perspective, it also shows total Personal Income
Tax liability for the 2013 tax year. The data used to generate the estimates do
not include late filed returns, audited returns, or fiduciary returns because no
contemporaneous data exist to make the estimates. On average, the sample
used to make the estimates covers between 90 and 95 percent of total Personal
Income Tax liability.

Description of Tax

The computation of the New York State Personal Income Tax starts with
the Federal definition of adjusted gross income as included in the Internal
Revenue Code (IRC). The IRC permits certain exclusions and adjustments in
arriving at Federal adjusted gross income. New York allows several subtraction
modifications and requires certain addition modifications in arriving at New York
adjusted gross income (NYAGI). Taxpayers can then reduce their NYAGI by
subtracting the higher of the New York standard deduction or New York itemized
deductions. New York itemized deductions generally conform to Federal
itemized deductions; however, certain modifications, such as an add-back for
income taxes, apply. Federal law, to which New York conforms, requires certain
high-income taxpayers to further limit itemized deductions. In addition, an overall
New York State deduction limitation applies to upper-income taxpayers.
New York taxpayers may also subtract from NYAGI a $1,000 exemption for each
dependent, not including the taxpayer and spouse.

The above computation determines taxable income. After computing
taxable income, taxpayers apply a marginal tax rate schedule to compute their
tax. For tax years 2003-2005, the top rate was 7.7 percent on taxable incomes
above $500,000 for all filing statuses. For tax years 2006-2008, the top rate
returned to the pre-2003 level of 6.85 percent applying to taxable income in
excess of $20,000 for single individuals, $30,000 for head of household, and
$40,000 for married couples filing jointly. For tax years 2009-2011, the top rate
was 8.97 percent on taxable incomes above $500,000 for all filing statuses. In
2012, the top rate was 8.82 percent on taxable incomes over $1,000,000 for
single individuals, $1,500,000 for head of household, and $2,000,000 for married
couples filing jointly. For tax years 2013 through 2017, the tax brackets are
indexed by a cost of living percentage adjustment. In 2016, the top rate remains
8.82 percent on taxable incomes over $1,070,350 for single individuals,
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$1,605,650 for head of household, and $2,140,900 for married couples filing
jointly. If New York adjusted gross income exceeds $106,950, then taxpayers
must also compute a supplemental tax that recaptures the tax benefit that results
from income being taxed at less than the top marginal rate. Taxpayers may then
subtract certain credits in arriving at their actual tax liability.

Many of the effective dates for the income tax items occurred in 1960. The
State Personal Income Tax was originally enacted in 1919, but the present
system of Federal conformity with respect to income and deductions did not
begin until 1960. Therefore, the report uses 1960 as the effective date for the
provisions existing since the reorganization of the State’s income tax. Many
provisions have also been amended since their enactment; however, this report
does not provide a detailed legislative history of each item covering the entire
intervening time frame.

The descriptive paragraph on each income tax expenditure summarizes the
provision as it appears in the Tax Law in effect as of January 1, 2016. It also
includes any differences applicable between the 2013 and 2016 tax years. The
listing does not include provisions repealed or sunsetted prior to 2016. Also,
only tax credits specific to the Personal Income Tax are described here.
Descriptions of tax credits available under multiple tax articles are contained in
the Cross-Article Tax Credits section of the report

Data Sources
The major sources of data used in this section and the Appendix include:

e 2013 Personal Income Tax Study File — A data file based on a statistical
sample of approximately 775,687 New York State Personal Income Tax
returns. The sample is weighted to be consistent with income and liability
totals for the taxpayer population contained on the New York State
Department of Taxation and Finance’s master file. Double-checking all
sample data ensures accuracy and reliability. This data file is then used in
conjunction with a Personal Income Tax simulation model, a set of
complex computer programs which simulate the various features of the
Tax Law and variations thereof for the years being estimated.

e 2013 Personal Income Tax Population File — A data file based on
approximately 10,117,580 Personal Income Tax returns filed in 2014 with
the New York State Department of Taxation and Finance. The data
represent amounts accepted by the Department’s tax return processing
system.

e 2013 Federal Statistics of Income (SOI) — An annual statistical report
produced by the U.S. Treasury Department. It contains Internal Revenue
Service data collected from the Federal tax returns filed by New York
residents. Verification of the data for accuracy ensures high data quality.
The SOI sample of New York taxpayers contains 26,444 returns.
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e Office of Management and Budget (OMB) Federal tax expenditure
estimates — OMB’s estimates of Federal tax expenditure items listed in
this report came from the fiscal year 2016 Corporate 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 (JCT) Federal tax
expenditure estimates — JCT’s estimates of Federal tax expenditure
items listed in this report came from Estimates of Federal Tax
Expenditures for Fiscal Years 2015-2019. The JCT publishes this
pamphlet annually. Historical estimates are based on prior reports.

Methodology

For estimating tax expenditures in 2016, components of income,
modifications, and itemized deductions on the 2013 sample return file are
extrapolated to 2016 levels using growth assumptions based on the economic
forecast provided by the New York State Division of the Budget during December
2015. This data file is then used with the Personal Income Tax model revised to
simulate 2016 tax law.

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

Tax expenditures with values of less than $0.1 million are indicated with an
asterisk.
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Table 2
2016 Personal Income Tax Expenditure Estimates
(2013 Total Personal Income Tax Liability = $37,342 Million)
(Millions of Dollars)

History Forecast Reliability
Tax Item 2009 2010 2011 2012 2013 2016 Level
New York Modifications
1. Pension/Annuity Exclusion 427.0 548.4 595.5 591.0 633.9 742.0 1
2. Exclusion of Social Security and Tier | Railroad Retirement 614.7 715.7 742.8 783.5 846.7 1,097.0 1
Benefits (Taxable Social Security for Federal Purposes but
New York Exempt)
3. Exclusion of Interest on U.S. Obligations 95.0 70.7 66.0 57.8 54.0 57.0 1
4. Exclusion of Pensions, Annuities, Interest, and Lump Sum 678.1 748.3 787.0 784.8 844.9 1,046.0 1
Payments Received by New York State and Municipal
Retirees
5. Exclusion of Pensions, Annuities, Interest, and Lump Sum 134.0 147.3 154.0 152.3 163.3 199.0 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 50.0 56.6 60.3 57.0 61.3 67.0 1
Choice Tuition Savings Program
11. Deferral of Gain from Sale of Qualified Emerging * * * * * * 4
Technology
Investments
12. Exclusion of Payments to Victims of Nazi Persecution * * * * * * 4
13. Exclusion of Compensation for Members of an Organized * * * * * *
Militia
14. Exclusion for Living Human Organ Donors * * * * * *
15. Exclusion of Compensation for Service in a Combat Zone * * * * * * 4
for Members of the Armed Services
16. Exclusion of Small Business and/or Farm Income -- -- -- -- -- 60.0 4
17. Exclusion of Income Attributable to the New York State - - - - - * 4
Business Incubator and Innovation Hot Spot Support Act
18. Exclusion of Wages Received From an Employer Located -- -- -- -- -- 35.0 4
in START-UP New York Area
19. Exclusion of Service Award for Volunteer Firefighters and -- -- -- -- -- 1.0 4

Ambulance Workers
New York Itemized Deductions and Exemptions

20. Value of Standard Deductions for Those Returns with 1,677.5 1,6529 1,6454 1,533.2 1,511.7 1,548.0 1
Itemized Deductions in Excess of Standard Deduction

21. ltemized Deductions

a. Medical/Dental Deduction 100.5 113.8 118.0 119.3 98.2 107.0 1
b. Interest Deduction 1,1956 1,104.4 1,029.0 877.4 798.4 826.0 1
c. Charitable Contribution Deduction 615.7 561.3 559.3 569.2 582.1 571.0 1
d. Casualty/Theft Deduction 4.9 2.6 10.4 70.0 9.3 10.0 1
e. Taxes Paid Deduction 790.0 771.5 775.0 719.3 743.4 751.0 1
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History Forecast Reliability
Tax Item 2009 2010 2011 2012 2013 2016 Level
f. Miscellaneous Deductions Subject to 2 Percent of AGI 300.5 303.7 316.0 288.2 291.3 286.0 1
Limitation
g. Other Miscellaneous Deductions 41.2 401 35.0 31.6 30.1 30.0 1
22. Dependent Exemptions 304.1 308.8 308.8 292.0 2911 308.0 1
New York Credits
23. Household Credit 95.8 99.6 99.6 99.2 96.9 93.0 1
24. Earned Income Credit 966.9 943.8 986.3 993.6 1,042.8 1,200.0 1
25. Real Property Tax Credit (Circuit Breaker) 23.9 20.2 23.1 19.7 21.6 22.0 1
26. Child and Dependent Care Credit 245.7 199.6 184.7 193.6 193.7 196.0 1
27. Accumulation Distribution Credit® * 0.1 0.1 0.1 0.1 0.1 1
28. Solar Energy System Equipment Credit "** 47 74 6.4 7.2 10.7 17.0 1
29. College Tuition Credit® 268.3 248.5 254.0 239.0 240.3 248.0 1
30. Nursing Home Assessment Tax Credit 12.2 12.8 16.3 16.7 17.8 19.0 1
31. Empire State Child Credit 705.3 694.1 687.4 671.3 663.7 650.0 1
32. Enhanced State Earned Income Tax Credit for Certain 4.4 3.5 4.4 3.6 3.6 4.0 1
Non-Custodial Parents
33. Volunteer Firefighters and Ambulance Workers Credit 13.4 13.9 15.0 15.4 15.9 18.0 1
34. Historic Homeownership Rehabilitation Credit* * 0.2 0.3 0.4 0.4 0.5 1
35. Family Tax Relief Credit - - - - - 400.0 4
36. Enhanced Real Property Tax Credit -- - -- -- -- 85.0 4
37. Real Property Tax Freeze Credit -- - -- -- -- 342.0 4
38. Property Tax Relief Credit - - - - -- 414.0 4
Cross-Article Credits
1. Investment Credit** 17.0 21.3 27.4 23.1 22.7 25.0 1
2. Investment Credit for Financial Services Industry®* 0.1 0.2 0.1 0.1 0.2 0.2 1
3. Special Additional Mortgage Recording Tax Credit®* 6.3 4.0 6.6 11.6 21.0 15.0 1
4. Empire Zone (EZ), Qualified Zone Enterprise (QEZE), and
Zone Equivalent Areas Tax Credit**
a. EZ Investment Tax Credit and Employment Incentive 11.7 15.1 13.6 10.7 9.5 4.9 1
Credit
b. EZ/ZEA Wage Tax Credit 17.2 17.8 14.6 1.7 10.1 5.7 1
c. EZ Capital Credit 0.9 1.5 1.5 0.2 0.2 0.1 1
d. QEZE Real Property Tax Credit 83.2 86.1 91.7 80.4 70.0 40.0 1
e. QEZE Tax Reduction Credit 40.9 52.9 52.5 74.9 40.2 9.0 1
5. Farmers' School Property Tax Credit 29.1 31.2 33.5 35.7 38.2 40.0 1
6. Credit for Employment of Persons with Disabilities®* * * * * 0.1 0.1 1
7. Qualified Emerging Technology Company Credits**
a. QETC Capital Tax Credit 0.7 1.0 1.5 1.5 1.2 1.5 1
b. QETC Employment Credit 0.2 0.2 0.1 0.3 0.1 0.2 1
8. Low-Income Housing Credit>* * * * * * * 1
9. Credit for Purchase of an Automated External * 0.1 1.0 0.1 * 0.1 1
Defibrillator® *
10. Green Building Credit®* 0.2 * * 0.1 0.1 0.1 1
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History Forecast Reliability
Tax Item 2009 2010 2011 2012 2013 2016 Level
11. Long-Term Care Insurance Credit’ 51.7 71.3 74.7 79.6 85.3 95.0 1
12. Empire State Film and Commercial Production Credits
a. Empire State Film Production Credit? 7.8 8.8 7.7 3.4 3.3 10.0 1
b. Empire State Film Post Production Credit -- 0.0 0.1 0.1 1.0 1.0 1
c. Empire State Commercial Production Credit * 1.0 0.9 * * * 1
13. Security Training Tax Credit** 0.2 0.1 * * 0.1 0.1 1
14. Brownfields Tax Credits* 71.5 7.8 64.1 33.4 2.6 73.5 1
a. Brownfield Redevelopment Tax Credit 70.3 5.6 62.3 31.1 2.3 68.5 1
b. Remediated Brownfield Credit for Real Property Taxes 1.2 2.2 1.8 2.3 0.3 5.0 1
c. Environmental Remediation Insurance Credit 0.0 0.0 0.0 * * * 1
15. Biofuel Production Credit* 6.1 1.8 * * * * 1
16. Land Conservation Easement Credit* 1.2 1.2 1.4 1.4 1.4 1.4 1
17. Clean Heating Fuel Credit* 0.4 0.3 0.6 0.7 1.9 2.0 1
18. Rehabilitation of Historic Properties Credit* 0.2 0.5 0.6 1.5 4.2 5.0 1
19. Excelsior Jobs Program (EJP) Tax Credits - - * * 0.6 75.0 1
20. Credit for Companies Who Provide Transportation to -- -- -- 0.1 0.2 0.2 1
Individuals with Disabilities
21. Economic Transformation and Facility Redevelopment -- -- * * * * 1
Program Tax Credit
22. Urban Youth Jobs Program Tax Credit -- -- -- 1.0 0.7 2.0 1
23. Empire State Jobs Retention Program Credit’ - - - - * * 1
24. Beer Production Credit - - - 0.6 0.6 0.6 1
25. Alternative Fuels and Electric Vehicle Recharging Property -- -- -- -- * * 1
Credit
26. START-UP NY Tax Elimination Credit' - - - - 31.0 4
27. Minimum Wage Reimbursement Credit' -- -- -- -- -- 14.0 4
28. Hire A Vet Credit’ - - - - - 12.0 4
29. Musical and Theatrical Production Credit' - - -- - - 1.0 4
30. Real Property Tax Relief Credit for Manufacturing’ -- -- -- -- -- 15.0 4
31. Credit for the Excise Tax on Telecommunication Services - - -- - - * 4
Paid by START-UP NY Businesses’
32. Workers with Disabilities Tax Credit' - - - - - 2.0 4
33. Employee Training Incentive Credit"® - - - - - 2.0
1/ 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.
2/ Credit estimates include non-refundable amount used to reduce current year tax liability. Figure also includes refundable amounts where
applicable.
3/ Estimate includes value of itemized deduction and credit.
4/ Fcfr tax years 2010, 2011, and 2012, credits subject to deferral. Values reported reflect the amount of credit computed absent deferral
rules.
5/ 2014 Estimate included in Excelsior Jobs Program Credit.

Less than $0.1 Million

The tax expenditure was not applicable for these years.
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History Forecast Reliability

Tax Item 2009 2010 2011 2012 2013 2016 Level

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 individual is defined as Federal

adjusted gross income with modifications as specified by New York 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 after January 1,
1982

Description: Taxpayers aged 59 2 and over may exclude from New York
adjusted gross income pensions and annuities, to the extent included in
Federal adjusted gross income, but not in excess of $20,000 ($20,000 each
for two married pensioners or annuitants filing jointly).

Estimates: 2013: $633.9 million — 2016: $742.0 million

Data Source: PIT Simulation Model

Reliability: Level 1

Exclusion of Social Security and Tier 1 Railroad Retirement Benefits
(Taxable Social Security for Federal Purposes but New York Exempt)
Citation: Section 612(c)(3-c)

Effective Date: Effective for taxable years beginning after December 31,
1983

Description: Taxpayers may exclude from New York adjusted gross
income Social Security and Tier 1 railroad retirement benefits, to the extent
included in Federal adjusted gross income.

Estimates: 2013: $846.7 million — 2016: $1,097.0 million

Data Source: PIT Simulation Model

Reliability: Level 1

Exclusion of Interest on U.S. Obligations

Citation: Section 612(c)(1)

Effective Date: Effective for taxable years beginning on or after January 1,
1960

Description: Taxpayers may exclude from New York adjusted gross
income interest income on obligations of the United States and its
possessions, to the extent included in FAGI. Federal law prohibits New
York from taxing this item.

Estimates: 2013: $54.0 million — 2016: $57.0 million

Data Source: PIT Simulation Model

Reliability: Level 1

Exclusion of Pensions, Annuities, Interest, and Lump 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 after January 1,
1960
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Description: Retirement payments received by officers and employees (or
their beneficiaries) of New York State and its municipalities (including
corporations and authorities), to the extent includable in Federal adjusted
gross income, may be subtracted in computing New York adjusted gross
income. The State Constitution prohibits taxation of this income.

Estimates: 2013: $844.9 million — 2016: $1,046.0 million

Data Source: PIT Simulation Model

Reliability: Level 1

Exclusion of Pensions, Annuities, Interest, and Lump Sum Payments
by Federal Retirement Systems

Citation: Section 612(c)(3)(ii)

Effective Date: Effective for tax years beginning on or after January 1,
1989

Description: Payments received by officers and employees (and their
beneficiaries) from Federal retirement systems, to the extent includable in
Federal adjusted gross income, may be subtracted in determining New York
adjusted gross income. A 1989 U.S. Supreme Court ruling (Davis V.
Michigan Department of Treasury) mandated that states must provide equal
tax treatment for Federal and state/local pensions.

Estimates: 2013: $163.3 million — 2016: $199.0 million

Data Source: PIT Simulation Model

Reliability: Level 1

Disability Income Exclusion

Citation: Section 612(c)(3-b)

Effective Date: Effective for taxable years beginning after December 31,
1983

Description: A taxpayer may subtract up to $5,200 of disability income
included in Federal adjusted gross income, to the extent that such income
would have been excluded from Federal gross income prior to January 1,
1984, under the repealed provisions of IRC Section 105(d). The total
exclusion for disability and pension and annuity income may not exceed
$20,000. The exclusion is reduced by the amount that the taxpayer’s
adjusted gross income exceeds $15,000.

Estimate: No data available. Included in “other” category for New York
modifications in second pass data and, therefore, cannot be separately
identified.

Reliability: Level 5

Exclusion of Interest or Dividends on Obligations or Securities of a
U.S. Agency

Citation: Section 612(c)(2)

Effective Date: Effective for taxable years on or after January 1, 1960
Description: Taxpayers may subtract from Federal adjusted gross income,
interest or dividend income on obligations or securities of a U.S. agency, to
the extent that such income has been included in Federal adjusted gross
income. Federal law prohibits New York from taxing this income.
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10.

Estimate: No data available. Included in “other” category for New York
modifications in second pass data and, therefore, cannot be separately
identified.

Reliability: Level 5

Exclusion of Interest or Dividend Income on Obligations or Securities
Taxable for Federal Purposes but Exempt for New York Tax Purposes
Citation: Section 612(c)(6)

Effective Date: Effective for taxable years beginning on or after January 1,
1960

Description: The taxpayer may subtract from Federal adjusted gross
income interest or dividend income on obligations or securities, to the extent
that such income is exempt for New York income tax purposes under New
York law but is subject to Federal income tax.

Estimate: No data available. Included in “other” category for New York
modifications in second pass data and, therefore, cannot be separately
identified.

Reliability: Level 5

Exclusion of Accelerated Death Benefits and Viatical Settlements
Citation: Section 612(c)(30)

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

Description: Taxpayers may subtract from Federal adjusted gross income
accelerated payments of part or all of the death benefit or special surrender
value of a life insurance policy as a result of certain diagnoses (i.e., terminal
illnesses), specified in the Insurance Law. Also, taxpayers may subtract the
amount received from a viatical settlement company from the sale of a life
insurance policy. Persons with catastrophic or life threatening illnesses are
eligible for this subtraction when they sell such policies to a viatical
settlement company licensed by the State Insurance Department.
Estimates: 2013: Minimal — 2016: 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 December 31,
1997

Description: Taxpayers may subtract from Federal adjusted gross income
up to $5,000 per year ($10,000 for married couples filing jointly) of
contributions to “family tuition accounts,” as defined in Article 14-A of the
Education Law, to the extent not deductible or eligible for credit for Federal
tax purposes. The maximum account balance may not exceed $235,000
per beneficiary, and the State Comptroller has authority to increase this
figure to reflect increases in higher education costs.
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11.

12.

13.

Estimates: 2013: $61.3 million — 2016: $67.0 million
Data Source: PIT Simulation Model
Reliability: Level 1

Deferral of Gain from Sale of Qualified Emerging Technology
Investments

Citation: Section 612(c)(34)

Effective Date: Effective for qualified investments acquired on or after
March 12, 1998

Description:  Gain from the sale of qualified emerging technology
investments may be subtracted from Federal adjusted gross income, if
reinvested in another qualified emerging technology investment. The
amount subtracted must be added to Federal adjusted gross income when
the reinvestment is sold, if the gain is not reinvested in a qualified emerging
technology investment.

Estimates: 2013: Minimal — 2016: Minimal

Data Source: Industry Data

Reliability: Level 4

Exclusion of Payments to Victims of Nazi Persecution

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

Effective Date: Effective for taxable years beginning on or after January 1,
1995

Description: Taxpayers may subtract certain distributions, to the extent
included in FAGI, made based on their status as a victim of Nazi
persecution as defined in Public Law 103-286. The subtraction also applies
to distributions received by victims’ spouses and needy descendants. In
addition, a subtraction is allowed for items of income included in FAGI
attributable to assets stolen or hidden from, or otherwise lost by victims of
Nazi persecution immediately prior to, during, or after World War II.
Estimates: 2013: Minimal — 2016: Minimal

Data Source: New York State Banking Department

Reliability: Level 4

Exclusion of Compensation for Members of an Organized Militia
Citation: Section 612(c)(8-b)(i)(ii)

Effective Date: Effective for taxable years beginning on or after January 1,
2004

Description:  An individual who is a member of a New York State
organized militia may subtract from Federal adjusted gross income
compensation received for performing active service within New York State
pursuant to active duty orders issued by the Governor or the Federal
government.

Estimates: 2013: Minimal — 2016: Minimal

Data Source: New York State Division of the Budget

Reliability: Level 4
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14.

15.

16.

Exclusion for Living Human Organ Donors

Citation: Section 612(c)(38)

Effective Date: Effective for taxable years beginning on or after January 1,
2007

Description: Resident taxpayers may subtract certain unreimbursed
expenses from Federal adjusted gross income which are incurred by the
taxpayer while donating one or more of their human organs, while living, to
another human being for human organ transplantation. Unreimbursed
expenses include travel expenses, lodging expenses and lost wages. In
addition, a “human organ” is defined as all or part of a liver, pancreas,
kidney, intestine, lung or bone marrow. The subtraction can only be claimed
once and must be claimed in the taxable year in which the human organ
transplantation occurs. The maximum allowable subtraction is $10,000 per
taxpayer.

Estimates: 2013: Minimal — 2016: Minimal

Data Source: New York State Division of the Budget

Reliability: Level 4

Exclusion of Compensation for Service in a Combat Zone 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 after January 1,
2008

Description: An individual who is a member of the armed services of the
United States may subtract from federal adjusted gross income
compensation received for performing active service in an area designated
by the President of the United States by executive order as a “combat
zone.”

Estimates: 2013: Minimal — 2016: Minimal

Data Source: New York State Division of the Budget

Reliability: Level 4

Exclusion of Small Business and/or Farm Income

Citation: Section 612(c)(39)

Effective Date: Effective for taxable years beginning on or after January 1,
2014

Description: Resident taxpayers with small business and/or farm income
may subtract three percent of the net items of income, gain, loss and
deduction attributable to a business or farm included in federal adjusted
gross income (but not less than zero) for tax year 2014. This is increased to
3.75 percent in tax year 2015 and five percent for tax year 2016 and after.
Small business is defined as a sole proprietor or a farm business employing
one or more persons during the taxable year that has net business income
or net farm income of less than $250,000.

Estimates: 2013: Not Applicable — 2016: $60.0 million

Data Source: New York State Division of the Budget

Reliability: Level 4
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17.

18.

19.

Exclusion of Income Attributable to the New York State Business
Incubator and Innovation Hot Spot Support Act

Citation: Section 612(c)(39)

Effective Date: Effective for taxable years beginning on or after January 1,
2014

Description: The creation of the New York State Business Incubator and
Innovation Hot Spot Support Act allows an exclusion for five years
beginning with the first tax year a qualified entity becomes a tenant in or part
of an innovation hot spot. An individual who is the sole proprietor of a
qualified entity, or a member of a limited liability company treated as a
partnership, a partner in a partnership, or a shareholder in a New York S
corporation, who it taxable under Article 22 is allowed a deduction (in the
form of a subtraction modification) for the amount of income or gain included
in his or her federal adjusted gross income, only to the extent that the
income or gain is attributable to the operations of the qualified entity at (or
as part of) an innovation hot spot. The amount of the subtraction
modification is determined using books and records.

Estimates: 2013: Not Applicable — 2016: Minimal

Data Source: New York State Division of the Budget

Reliability: Level 5

Exclusion of Wages Received From an Employer Located in a START-
UP New York Area

Citation: Section 612(c)(40)

Effective Date: Effective for taxable years beginning on or after January 1,
2014

Description: Resident taxpayers may subtract any wages received as an
employee of a business located within a tax-free NY area during the first five
years of such business's ten year taxable year period to the extent the
wages are included in federal adjusted gross income. During the second
five years of such business's ten year taxable period, resident taxpayers
may subtract the first $200,000 of such wages in the case of a taxpayer
filing as a single individual, the first $250,000 of such wages in the case of a
taxpayer filing as a head of household, and $300,000 of such wages in the
case of a taxpayer filing a joint return, to the extent included in federal
adjusted gross income.

Estimates: 2013: Not Applicable — 2016: $35.0 million

Data Source: New York State Division of the Budget

Reliability: Level 5

Exclusion of Service Award for Volunteer Firefighters and Ambulance
Workers

Citation: Section 612(c)(41)

Effective Date: Effective for taxable years beginning on or after January 1,
2014

Description: Volunteer firefighters and volunteer ambulance workers who
have not attained the age of 59 2 may subtract service awards included in
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gross income for Federal tax purposes. To qualify for the subtraction
modification, the service award must be from a length of service defined
contribution plan or defined benefit plan as provided for in Articles eleven-A,
eleven-AA, eleven-AAA, and eleven-AAAA of the General Municipal Law
and be included in the computation of the taxpayer’s federal adjusted gross
income for the tax year. However, a service award will not qualify for the
subtraction modification if it is distributed in the form of a lump-sum
distribution as defined in section 402(e)(4)(A) of the Internal Revenue Code
(IRC) and taxed under section 603 of the Tax Law.

PIT Estimates: 2013: Not Applicable —2016: $1.0 million

Data Sources: New York State Division of the Budget

Reliability: Level 4

New York Itemized Deductions and Exemptions

Individual taxpayers who elect not to use the standard deduction may

reduce their New York adjusted gross income by their itemized deductions, and
all taxpayers are allowed exemptions for dependents who qualify for the Federal
exemption.

20.

21.

Value of Standard Deductions for Those Returns with Itemized
Deductions in Excess of Standard Deduction

Citation: Section 614

Effective Date: Effective for taxable years beginning on or after January 1,
1960

Description: Because all taxpayers are entitled to a standard deduction as
a minimum, itemizers have their standard deduction “built into” their total
deduction.

Estimates: 2013: $1,511.7 million — 2016: $1,548.0 million

Data Source: PIT Simulation Model

Reliability: Level 1

Itemized Deductions

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

New York itemized deductions flow through from Federal law. Thus, the
citations below reference the Internal Revenue Code. They are authorized
in New York Tax Law, Article 22, Section 615. New York limits the
availability of itemized deductions for certain high income taxpayers. The
percentage of disallowed deductions varies according to the taxpayer’s
NYAGI and filing status. Itemized deductions for a single taxpayer with
NYAGI in excess of $100,000 are reduced by up to 25 percent. This
reduction also applies to married taxpayers filing jointly with NYAGI in
excess of $200,000 and heads of household with NYAGI exceeding
$250,000. For all taxpayers with NYAGI above $475,000, itemized
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deductions are reduced by up to an additional 25 percent, equaling
50 percent for all taxpayers with NYAGI above $525,000. Beginning in tax
year 2009 and after, the New York itemized deduction limitation has been
revised to further limit a taxpayer's New York itemized deduction. If a
taxpayer's NYAGI is more than $1,000,000, but not more than $10 million,
the New York itemized deduction is limited to 50 percent of the federal
itemized deduction for charitable contributions. For tax years 2013 through
2017, if an individual's NYAGI is more than $10 million, the itemized
deduction is limited to 25 percent of the federal itemized deduction for
charitable contributions. All other federal itemized deductions are reduced
to zero based on the new limitation.

The Federal itemized deduction limitation further reduces the value of the
deductions. However, for tax years after 2012, the Federal itemized
deduction limitation is repealed for families with incomes below $300,000
and single taxpayers with income below $250,000.

a. Medical/Dental Deduction
Citation: IRC Section 213
Effective Date: Effective for taxable years beginning on or after
January 1, 1960
Description: Medical and dental expenses paid during the taxable year
by and on behalf of the individual or his/her spouse or dependent may
be deducted from Federal adjusted gross income, as an itemized
deduction, to the extent that the expenses (a) exceed 7.5 percent of
adjusted gross income, and (b) are not compensated for by insurance or
otherwise.
Estimates: 2013: $98.2 million — 2016: $107.0 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 after
January 1, 1960
Description: A taxpayer may deduct mortgage and investment interest
paid or accrued during the taxable year on debt owed by the taxpayer.
However, interest incurred on loans made to purchase securities, the
income from which is tax-exempt in New York, is not deductible for New
York purposes. Generally, mortgage interest is totally deductible (certain
limitations apply).
Estimates: 2013: $798.4 million — 2016: $826.0 million
Data Source: PIT Simulation Model
Reliability: Level 1
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c. Charitable Contribution Deduction
Citation: IRC Section 170
Effective Date: Effective for taxable years beginning on or after
January 1, 1960
Description: Taxpayers may subtract from Federal adjusted gross
income contributions made to qualified organizations, up to a limit of 50
percent of their adjusted gross income. In certain cases, lower limits
may apply.
Estimates: 2013: $582.1 million — 2016: $571.0 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 after
January 1, 1960
Description: Individuals may deduct casualty losses. Casualty losses
mean uncompensated losses sustained as a result of the total or partial
destruction of property, caused by a sudden, unexpected, or unusual
event. Losses incurred as a consequence of the theft or embezzlement
of the taxpayer’s property may also be deducted from Federal gross
income. In both cases, a deduction is allowed only with respect to
individual losses which exceed $100 and to the extent that total net
losses exceed 10 percent of Federal adjusted gross income.
Estimates: 2013: $9.3 million — 2016: $10.0 million
Data Source: PIT Simulation Model
Reliability: Level 1

e. Taxes Paid Deduction
Citation: IRC Section 164, Section 615(c)(1)
Effective Date: Effective for taxable years beginning on or after
January 1, 1960 for property taxes. Effective for taxable years beginning
on or after January 1, 2010 and expiring at the end of tax year 2011 for
sales and use taxes.
Description: Individuals may deduct from Federal adjusted gross
income, real and personal property taxes which have been paid to any
state, local or foreign government during the year.
Estimates: 2013: $743.4 million — 2016: $751.0 million
Data Source: PIT Simulation Model
Reliability: Level 1

f. Miscellaneous Deductions Subject to 2 Percent of AGI Limitation
Citation: IRC Sections 67, 212, 280A
Effective Date: Effective for taxable years beginning after December
31, 1986 (Sec. 67); on or after January 1, 1960 (Sec. 212); after
December 31, 1975 (Sec. 280A)
Description: Taxpayers may deduct certain miscellaneous expenses.
Miscellaneous itemized deductions consist of three broad categories of
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personal expenses: deductible employee expenses, deductible
expenses of producing income, and other deductible expenses
(essentially, tax counsel and assistance and appraisal fees). The first
two categories include such items as work clothes and uniforms, union
dues and expenses, safe deposit box rentals, and malpractice insurance
premiums.

Estimates: 2013: $291.3 million — 2016: $286.0 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 after
January 1, 1987
Description: Taxpayers may deduct miscellaneous expenses not
subject to the 2 percent AGI limitation. These include gambling losses
(up to the amount of gambling winnings), impairment-related work
expenses, and certain other expenses.
Estimates: 2013: $30.1 million — 2016: $30.0 million
Data Source: PIT Simulation Model
Reliability: Level 1

22. Dependent Exemptions
Citation: Section 616
Effective Date: Effective for taxable years beginning on or after January 1,
1960
Description: In computing taxable income, taxpayers may deduct $1,000
for each exemption for qualified dependents to which they are entitled a
deduction for Federal income tax purposes.
Estimates: 2013: $291.1 million — 2016: $308.0 million
Data Source: PIT Simulation Model
Reliability: Level 1

New York Credits

Credits are amounts which may be subtracted from the individual's
computed State tax liability. Improvements in data sources and methodology
allow the reporting of credit claims by New York adjusted gross income class for
many of the largest income tax credits for tax year 2010. Furthermore, the
nonrefundable credit amounts reported for 2010 are credit “used” to reduce
liability for the tax year. For tax years beginning in 2010 and ending after tax
year 2012, taxpayers were required to defer the use and refund of certain tax
credits if they exceed $2 million in aggregate. See Table 2 for a list of affected
tax credits. The credits described below are specific to the Personal Income Tax.
Descriptions of other tax credits that are available under the Personal Income
Tax as well as other tax articles are contained in the Cross-Article Tax Credits
section of the report.
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23.

24.

Household Credit

Citation: Section 606(b)

Credit Type: Non-refundable/Non-carryforward

Effective Date: Effective for taxable years beginning on or after January 1,
1978

Description: Taxpayers with certain incomes may claim a credit as shown
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: 2013: $96.9 million — 2016: $93.0 million
Data Source: PIT Population File
Reliability: Level 1

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 percent of their
Federal earned income credit. In previous tax years, the credit 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%

The table below shows income eligibility parameters and maximum
amounts for the 2015 tax year:

Income for

Maximum  Federal Maximum Start of Income

Creditable Credit State Phase-out Cut-off

Earnings Rate Credit (MFJ)* Others (MFJ)* Others
Taxpayers With 1 Child $9,920 34% $1,012 $23,740 $18,190  $44,846  $39,296
Taxpayers With 2 Children $13,930 40% $1,672 $23,740  $18,190  $50,198  $44,648
Taxpayers With 3 or More
Children $13,930 45% $1,881 $23,740 $18,190 $53.505  $47,955
Taxpayers Age 25-64
Without Children $6,610 7.65% $152 $13,820 8,270  $20,430  $14,880

* Earned income or Federal adjusted gross income, whichever is greater.
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25.

26.

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

Estimates: 2013: $1,042.8 million — 2016: $1,200.0 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 December 31,
1977

Description: Qualified individuals may claim a credit in the amount of
50 percent of excess real property taxes, determined according to the level
of household gross income, subject to certain specified conditions and
limits. Eligibility for the credit depends on the size of household gross
income ($18,000 or less), property use, the value of the property, or the
adjusted rent of a tenant. The credit claimant must be a New York resident
for the entire taxable year. The maximum credit is $375 for taxpayers age
65 and over and $75 for taxpayers under age 65. The amount of the credit
decreases as household gross income increases. Only one credit is
allowed per household.

Estimates: 2013: $21.6 million — 2016: $22.0 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 December 31,
1976

Description: Taxpayers may claim a credit for a percentage of the
Federal credit for household and dependent care expenses necessary to
allow gainful employment. The Federal credit was significantly enhanced
beginning in 2003 when allowable expenses increased from $2,400 per
child ($4,800 maximum) to $3,000 per child ($6,000 maximum) and the
credit rate schedule was enriched. Beginning in 2013, these
enhancements have been permanently extended with the maximum credit
rate increasing from 30 percent to 35 percent and the minimum credit
available for incomes over $43,000 instead of $28,000. A taxpayer and
spouse filing a joint Federal return, but electing to file separate New York
returns, may apply the credit only against the tax of the spouse with the
lower taxable income.

The credit equals the following percentages of the Federal credit:

¢ 110 percent for NYAGI of $25,000 or less
e 110-100 percent for NYAGI between $25,000 and $40,000
¢ 100 percent for NYAGI between $40,000 and $50,000
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27.

28.

29.

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

Estimates: 2013: $193.7 million — 2016: $196.0 million
Data Source: Child and Dependent Care Credit Study
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 after
January 1, 1962

Description: Beneficiaries of trusts (residents and nonresidents) receiving
an accumulation distribution can claim a credit for tax paid by the trust
fiduciary on income included in the distribution.

Estimates: 2013: $0.1 million — 2016: $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 taxable years
beginning on or after January 1, 1998

Description: Taxpayers may claim a credit equal to 25 percent of qualified
solar energy system equipment expenditures which are expenditures for
the purchase and installation of solar energy system equipment used at a
principal residence in New York. Qualified expenditures also includes
expenditures for the leasing of solar energy systems equipment or the
purchase of power generated by qualified systems under a written
agreement that spans at least ten years. The credit was expanded in 2008
to apply to members of large multi-unit dwellings like cooperative housing
corporations and condominium associations. Qualified expenditures
include material and installation costs relating to components utilizing solar
radiation to produce energy designed to provide heating, cooling, hot
water, or electricity for residential use. The credit is capped at $3,750 for
equipment placed in service before September 1, 2006 and $5,000 for
equipment placed in service after such date. If the credit exceeds tax
liability, taxpayers may carry over the credit for five years.

Estimates: 2013: $10.7 million — 2016: $17.0 million

Data Source: PIT Population File

Reliability: Level 1

College Tuition Credit/Deduction

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

Credit Type: Refundable

Effective Date: Effective for tax years beginning on or after January 1,
2001
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30.

Description: A credit is permitted for undergraduate college tuition
expenses paid by New York residents on behalf of themselves, their
spouses, or dependents to attend qualifying in-state or out-of-state
institutions of higher education. The credit equals 4 percent of expenses,
up to a maximum of $10,000 of expenses per student. The minimum credit
equals the lesser of expenses or $200.

In lieu of the credit, both resident and nonresident taxpayers may elect to
deduct qualifying expenses as an itemized deduction. The maximum
deduction is a maximum of $10,000 of expenses per student.

Qualifying tuition expenses are defined as net of scholarships and financial
aid. Qualifying institutions include colleges and business, trade, technical,
or other occupational schools recognized and approved by the Regents of
the University of the State of New York, or by other nationally recognized
accrediting agencies accepted by the Regents, which provide study leading
to a post-secondary degree, certificate, or diploma. Tuition paid by a
dependent student who is claimed on a parent's New York return is
attributed to the parent and used by the parent to claim the credit or
deduction.

Estimates: 2013: $240.3 million — 2016: $248.0 million

College Tuition Credit/Deduction in 2013
By New York Adjusted Gross Income

Number of Amount Claimed ‘
NYAGI Claims (millions $)

Less than $10,000 84,799 $22.3
$ 10,000 - $24,999 139,382 $34.4
$ 25,000 - $49,999 146,623 $37.7
$ 50,000 - $99,999 165,594 $53.2
$100,000 - $199,999 147,811 $66.0
$200,000 and over 56,958 $26.7

Total: 741,167 $240.3

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 after
January 1, 2005

Description: Taxpayers may claim a nursing home assessment tax credit
equal to the assessment imposed on the gross receipts of residential
health care facilities under Public Health Law §2807-d. The credit is
allowed in cases where the assessment is paid by the taxpayer and is not
covered under Medicaid or private insurance.

Estimates: 2013: $17.8 million — 2016: $19.0 million
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Nursing Home Assessment Tax Credit in 2013
By New York Adjusted Gross Income

Amount
Number of Claimed
NYAGI Claims (millions $)

Less than $10,000 2,187 $8.1
$ 10,000 - $24,999 688 $2.8
$ 25,000 - $49,999 566 $2.7
$ 50,000 - $99,999 458 $2.4
$100,000 - $199,999 256 $1.4
$200,000 and over 65 $0.4
Total: 4,220 $17.8

Data Source: PIT Population File
Reliability: Level 1

Empire State Child Credit

Citation: Section 606(c-1)

Credit Type: Refundable (Residents only)

Effective Date: Effective for taxable years beginning on or after
January 1, 2006

Description: Resident taxpayers with children ages 4-16 may claim a
credit equal to the greater of $100 times the number of children who qualify
for the Federal child tax credit, or 33 percent of the taxpayer’s allowed
Federal child tax credit. The Federal credit is currently a maximum of
$1,000 per qualifying child. The Federal credit phases-out beginning at
$110,000 of Modified Federal Adjusted Gross Income (MFAGI) for married
taxpayers filing jointly, and $75,000 for others. New York taxpayers with
MFAGI above these thresholds may only claim a New York credit equal to
33 percent of their allowed Federal credit.

Estimates: 2013: $663.7 million — 2016: $650.0 million

Empire State Child Credit in 2013
By New York Adjusted Gross Income

Amount
Number of Claimed
Claims (millions $)

Less than $10,000 139,026 $31.6
$ 10,000 - $24,999 425,894 $177.0
$ 25,000 - $49,999 418,815 $204.0
$ 50,000 - $99,999 378,361 $186.8
$100,000 - $199,999 159,991 $64.3
$200,000 and over 290 $0.1
Total: 1,522,377 $663.8

Data Sources: PIT Population File
Reliability: Level 1
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32.

33.

34.

Enhanced State Earned Income Tax Credit for Certain Non-Custodial
Parents

Citation: Section 606(d-1)

Credit Type: Refundable (Residents only)

Effective Date: Effective for taxable years beginning on or after
January 1, 2006 and before January 1, 2017

Description: Certain taxpayers may claim an enhanced State earned
income tax credit (EITC). To qualify for the enhanced credit, claimants
must be a resident taxpayer, age 18 and over, and have a minor child with
whom they do not reside. The credit is equal to the greater of 20 percent of
the Federal EITC that the taxpayer would otherwise be able to claim for
one qualifying child (if he/she were a custodial parent) or 2.5 times the
EITC for taxpayers without qualifying children. Claimants must have a
child support order in effect for at least half the tax year and have made
required support payments. In addition, unlike the existing State EITC, the
amount of credit allowed is not reduced by the amount of the State
household credit used by the taxpayer. Taxpayers are not allowed more
than one credit if they have multiple children or support orders.

Estimates: 2013: $3.6 million — 2016: $4.0 million

Data Source: Earned Income Tax Credit Study

Reliability: Level 1

Volunteer Firefighters and Ambulance Workers Credit

Citation: Section 606(e-1)

Credit Type: Refundable

Effective Date: Effective for taxable years beginning on or after
January 1, 2007

Description: Resident taxpayers serving as active volunteer firefighters or
volunteer ambulance workers may claim a $200 credit. To receive the
credit, the taxpayer must be an active volunteer for the entire taxable year
and must not be receiving a real property tax exemption relating to such
service. In the case of a taxpayer and spouse filing jointly who both qualify
for the credit, the amount of the credit is $400.

Estimates: 2013: $15.9 million — 2016: $18.0 million

Data Source: PIT Population File

Reliability: Level 1

Historic Homeownership Rehabilitation Credit

Citation: Section 606(pp)

Credit Type: Non-refundable/Carryforward/Refundable to certain
taxpayers

Effective Date: Effective for taxable years beginning on or after January 1,
2007/Amended credit effective for taxable years beginning on or after
January 1, 2010 and before January 1, 2020.

Description: Taxpayers may claim a tax credit for the rehabilitation of
historic homes located in New York State. The amount of the credit is
equal to 20 percent of qualified rehabilitation expenditures made by the
taxpayer with respect to a qualified historic home. A qualified historic home
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36.

is defined as one located in a targeted area within the meaning of section
143(j) of the Internal Revenue Code and located in an area of a city, town,
or village whose governing body has identified by resolution that such area
is an area in need of community renewal and which has adopted an historic
preservation and community renewal program. The taxpayer must own the
home and reside there during the taxable year. The credit is limited to
$25,000 per residence. For taxable years beginning on or after January 1,
2010, the credit is amended by increasing the credit cap from $25,000 to
$50,000, making the credit refundable for taxpayers with New York
adjusted gross income that is less than or equal to $60,000, and expanding
the definition of eligible properties to include those located within a census
tract that is at or below 100 percent of the state median family income in
the most recent federal census. After December 31, 2019, the credit
reverts back to pre-2010 law.

Estimates: 2013: $0.4 million — 2016: $0.5 million

Data Source: PIT Population File

Reliability: Level 1

Family Tax Relief Credit

Citation: Section 606(vv)

Credit Type: Refundable

Effective Date: Effective for taxable years beginning on or after
January 1, 2014 and before January 1, 2017

Description: Resident taxpayers may claim a refundable credit equal to
$350 if the taxpayer claimed one or more dependents who were under the
age of 17 on the last day of the tax year, had New York adjusted gross
income of at least $40,000 but no greater than $300,000, and had tax less
other credits greater than or equal to zero on the return they filed two years
prior to the effective date (for tax year 2014). For tax years 2015 and 2016
eligibility for the credit is based on a taxpayer’s current personal income tax
return filed for the applicable tax year (2015 or 2016).

Estimates: 2013: Not applicable — 2016: $400.0 million

Data Source: New York State Division of the Budget

Reliability: Level 4

Enhanced Real Property Tax Credit

Citation: Section 606(e-1)

Credit Type: Refundable

Effective Date: Effective for taxable years beginning on or after
January 1, 2014 and before January 1, 2020

Description: A refundable enhanced real property tax circuit breaker
credit is available to homeowners and renters residing in New York City for
tax years 2014 through 2019. To qualify for the credit, a taxpayer must be
a full-year New York City resident, pay either real property taxes or rent for
his or her residence, occupy the same residence for six months or more
during the tax year, and have household gross income of less than
$200,000 for the tax year.  Qualifying property taxes include all real
property taxes levied. The credit applies to excess real property tax above

44



PERSONAL INCOME TAX

37.

a certain percentage of household gross income and is a maximum of
$500. This threshold varies from 4 percent to 6 percent of income and the
credit rates range from 1.5 percent to 4.5 percent of excess real property.
The real property tax equivalent for renters is set at 15.75 percent of
adjusted rent paid in the taxable year.

PIT Estimates: 2013: Not Applicable —2016: $85.0 million

Data Sources: New York State Division of the Budget

Reliability: Level 4

Real Property Tax Freeze Credit

Citation: Section 606(bbb)

Credit Type: Refundable

Effective Date: For taxable years beginning on or after January 1, 2014
and before January 1, 2017

Description: The credit is applicable against school district and municipal
taxes levied outside of the City of New York. Credits against school tax
increases will be provided for school years 2014-15 and 2015-16. Credits
against all other municipal taxes will be provided in 2015 and 2016.

In the first year of the credit, taxpayers who resided in taxing jurisdictions
that kept growth in their real property tax levy at or below the real property
tax cap received a credit equal to the change in their real property taxes
from the prior year or the product of their previous year’'s taxes and the
inflation factor used in the real property tax cap determination, whichever is
greater. Only those taxes levied by jurisdictions that are cap compliant are
included in the calculation of the credit.

In the second year, a credit will be available to taxpayers who reside in
taxing jurisdictions that stay within the cap and produce state approved
government efficiency plans that demonstrate 3-year savings and
efficiencies from shared services, cooperation agreements and/or mergers
or efficiencies. For those jurisdictions that were cap compliant in the first
year, the second year’s credit includes a repeat payment of the first year’s
credit as well.

Any tax bill increase that is due to a physical improvement, exemption loss,
or disproportionate tax bill increase due to a general reassessment of all
properties is not included in the credit. If a district reduces taxes over the
relevant period, or increases them by a percentage that is lower than the
inflation factor used in the tax cap determination, then eligible taxpayers
receive a freeze credit equal to the prior year’s tax bill times the allowed
inflation factor.

PIT Estimates: 2013: Not Applicable — 2016: $342.0 million

Data Sources: New York State Division of the Budget

Reliability: Level 4
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38.

Property Tax Relief Credit

Citation: Section 606(n-1)

Credit Type: Refundable

Effective Date: For taxable years beginning on or after January 1, 2016
and before January 1, 2020

Description: The credit is applicable against school district taxes levied
outside of the City of New York. The credit will be provided to resident
taxpayers owning and residing in properties located within tax compliant
districts, receiving a STAR exemption, and earning no greater than
$275,000 in gross income. Upon determination of eligibility, the Tax
Department will issue the credit to the qualified taxpayer in the form of an
advanced payment, with the first payments being made in the fall of 2016.

For tax year 2016, eligible homeowners living within the Metropolitan
Commuter Transportation District (MCTD) will receive a credit worth $130.
Eligible homeowners living outside of the MCTD will receive a credit worth
$185.

For tax years 2017, 2018, and 2019, the amount of the credit equals a
certain percentage of the tax savings associated with the basic and
enhanced STAR exemption. The table below details how the percentage
of STAR savings varies according to qualified gross income over each
applicable tax year.

Percentage of Tax Savings Allowed
Basic STAR Exemption
Taxable Year

2017 2018 2019
Less than $75,001 28.0% 60.0% 85.0%
$75,001 - $150,000 20.5% 42.5% 60.0%
$150,001 - $200,000 13.0% 25.0% 35.0%
$200,001 - $275,000 5.5% 7.5% 10.0%
Over $275,000 No credit

Percentage of Tax Savings Allowed
Enhanced STAR Exemption
Taxable Year

2017 2018 2019
Less than $275,001 12.0% 26.0% 34.0%
Over $275,000 No credit

PIT Estimates: 2013: Not Applicable — 2016: $414.0 million
Data Sources: New York State Division of the Budget
Reliability: Level 4
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The 2014-15 Enacted Budget contained the most significant reform of the
State’s corporate tax system since the 1940s. The new structure modernized
and streamlined the tax code, made numerous simplifications, created clarity and
certainty, and addressed the most common areas of dispute between taxpayers
and the Tax Department. The reform plan also cut tax rates and eliminated two
tax bases.

The biggest change was the merger of the Article 32 Bank Tax into the
Article 9-A Corporate Franchise Tax. Prior to reform, New York taxed banks and
other financial corporations under separate tax articles respectively. Merging the
Bank Tax with the Corporate Franchise Tax reflects the modern landscape of
New York’s leading industry. Corporate reform also recognized the shift to a
service and knowledge-based economy by adopting a comprehensive market
state tax approach. Certain other corporations (public utilities and insurance
companies) continue to pay tax under other articles of the Tax Law.

This section of the report provides tax expenditure estimates for 86 separate
provisions of the Corporation Franchise Tax on general business corporations
and banks. Historical estimates are not available because either the provisions
did not previously exist or the changes under reform were of such significance
that a historical estimate would be inappropriate. The list of tax expenditures is
based on the Tax Law as of January 1, 2016. Table 3 summarizes the tax
expenditure estimates.

Description of Tax

The Corporate Franchise Tax has three separate bases. The business
income base is the primary tax base, while the business capital and fixed dollar
minimum tax bases are alternatives. Corporations pay the highest tax computed
on these bases less applicable credits, but generally not less than the fixed dollar
amount.

The computation of the tax on business income begins with Federal taxable
income (FTI) for U.S. corporations (including domestic banks) or effectively
connected income (ECI), with treaty benefits added back, for alien (non-U.S.)
corporations. Taxpayers then make several state specific modifications to arrive
at entire net income (ENI). Many of these modifications are the tax expenditures
included in this section. Investment income and other exempt income are then
subtracted from ENI, resulting in business income (Bl). Taxpayers doing
business within and without the State use a single receipts factor with market-
based sourcing rules to apportion Bl to New York State.
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The following table provides the tax rate schedule as it applies to the BI

base:
Tax Year Tax Year Tax Year Vs el
: AONES) 2016 2017 2 el

Type of Business Thereafter
Qualified New York Manufacturers 0.0% 0.0% 0.0% 0.0%
Qualified Emerging Technology
Companies (QETCs) 5.7% 5.5% 5.5% 4.875%
Small Businesses' 6.5% 6.5% 6.5% 6.5%
Remaining Taxpayers 71% 6.5% 6.5% 6.5%

' For the 2015 tax year, graduated rates apply to small businesses with Bl over $290,000 but

below $390,000. A flat 6.5% rate applies to tax years beginning on or after January 1, 2016.

The tax on business capital starts with the taxpayer’'s total assets reduced
by its liabilities to arrive at total capital before apportionment. Taxpayers then
subtract out investment capital as only business capital is subject to tax.
Taxpayers multiply business capital by the business apportionment percentage
to determine the apportioned business capital base. The tax is capped at
$350,000 for qualified New York manufacturers and qualified emerging
technology companies (QETCs) and $5 million for all other taxpayers. Small
business taxpayers are exempt from the capital base tax in their first two years of
existence.

The capital base phases out over a six year period beginning in tax year
2016. The following rate schedule applies to the capital base:

Type of Business

Tax
Year
2015

Tax
Year
2016

Tax
Year
2017

Tax
Year
2018

Tax

Year
2019

Tax
Year
2020

Tax Year
2021 and
Thereafter

Qualified New York
Manufacturers &
QETCs

0.132%

0.106%

0.085%

0.056%

0.038%

0.019%

0%

Cooperative Housing
Corporation

0.04%

0.04%

0.04%

0.04%

0.04%

0.025%

0%

Remaining
Taxpayers

0.15%

0.125%

0.100%

0.075%

0.050%

0.025%

0%

The fixed dollar minimum (FDM) tax ranges from $25 to $200,000
depending on the taxpayer's amount of New York receipts for the taxable year.
Manufacturers and QETCs are subject to lower amounts. The following tables
provide the FDM schedules for the respective corporations:
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Qualified New York manufacturers and QETCs are subject to the following
FDM schedule:

. Ven Tax Year Tax Year UG LT,

New York Receipts Year 2016 2017 2018 and
2015 Thereafter

Not more than $100,000 $22 $21 $21 $19
More than $100,000 but not over $250,000 $66 $63 $63 $56
More than $250,000 but not over $500,000 $153 $148 $148 $131
More than $500,000 but not over $1,000,000 $439 $423 $423 $375
More than $1,000,000 but not over $5,000,000 $1,316 $1,269 $1,269 $1,125
More than $5,000,000 but not over $25,000,000 $3,070 $2,961 $2,961 $2,625
Over $25 million $4,385 $4,230 $4,230 $3,750

Remaining taxpayers are subject to the following FDM schedule:

Tax Year 2015
and Thereafter

New York Receipts

Not more than $100,000 $25
More than $100,000 but not more than $250,000 $75
More than $250,000 but not over $500,000 $175
More than $500,000 but not over $1,000,000 $500
More than $1,000,000 but not over $5,000,000 $1,500
More than $5,000,000 but not over $25,000,000 $3,500
More than $25,000,000 but not over $50,000,000 $5,000
More than $50,000,000 but not over $100,000,000 $10,000
More than $100,000,000 but not over $250,000,000 $20,000
More than $250,000,000 but not over $500,000,000 $50,000
More than $500,000,000 but not over $100,000
Over $1 billion $200,000

Data Sources and Methodology

In 2014, New York enacted comprehensive corporate tax reform, which
takes effect for tax years beginning on or after January 1, 2015. Given the
significant changes to the tax structure, all of the individual expenditures listed in
this section are considered effective for tax years beginning on or after
January 1, 2015, even if they existed in years before reform. The original
effective dates for select expenditures can be found in Appendices A and/or B.
In addition, the estimates for the new Article 9-A’s individual tax expenditures will
not be available for several years. This is because the complete, verified study
file containing the 2015 tax returns will not be available until 2018. The extent of
the changes under reform are so vast, and the nature of the changes are so
interrelated, it is not possible to forecast discrete components in isolation using
existing study files. Forecasting of tax expenditures under the new Article 9-A
will not be possible until tax returns containing actual data for these expenditure
items are filed.

The limitations on developing estimates do not extend to tax credits.
Credits generally operate as discrete spending programs and follow more stable,
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predictable trends. Refundable credits, which have increased in number, are
particularly immune to changes in the underlying tax system as the entire fiscal
impact of the credit will be realized either as an offset against liability or as a
direct payment to the claimant. Finally, the universe of credit claimants is small -
approximately 1% of general business corporations and banks.

Historical estimates for credits are provided in the Cross-Article Tax Credits
section, where Article 9-A and Article 32 amounts are reported separately.
Forecast values in this section represent estimates for all taxpayers filing under
the newly constituted Article 9-A.
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Table 3

2016 New York State Article 9-A Tax Expenditure Estimates

(Millions of Dollars)

History Forecast Reliability
Tax Item 2008 2009 2010 2011 2012 2016 Level
New York Modifications to FTI/ECI
1. Deduction of Distributions Made to Victims or Targets of
Nazi Persecution - -- - - - N/A 5
2. Deduction of Receipts from School Bus Operations -- -- -- -- -- N/A 5
3. Refund of Qualified Empire Zone Enterprise (QEZE) Credit
for Real Property Taxes -- -- - -- -- N/A 5
4. Deduction of Taxable Refunds or Credits of State Tax - - -- -- - N/A 5
5. Wage and Salary Expense Allowed as Federal Credits but
not as Federal Expenses - - - - - N/A 5
6. Deferred Gain on Qualified Emerging Technology
Investment (QETI) - - - - - N/A 5
7. Federal IRC Section 179 Deduction Recapture for a Sport
Utility Vehicle (SUV) - - - - - N/A 5
8. Moadification for Qualified Residential Loan Portfolios - - - - - N/A 5
9. Modification for Community Banks and Small Thrifts -- -- -- -- -- N/A 5
10. Captive REIT Modification for Small Thrifts and Community
Banks -- -- -- - -- N/A 5
11. Exclusion of Income for Foreign Airlines -- -- -- -- -- N/A 5
12. Deductions for Qualified Public Utility Corporations, Power
Producers, and Pipeline Companies -- -- - - - N/A 5
New York Modifications to Entire Net Income
13. Deduction for Investment Income - - - -- - N/A 5
14. Deduction for Other Exempt Income
a. Exempt Controlled Foreign Corporation (CFC) Income - - - - - N/A 5
b. Exempt Unitary Corporation Dividends from Cross-
Article Affiliates - - - - - N/A 5
c. Exempt Other Unitary Corporation Dividends -- -- -- -- -- N/A 5
Corporate Exemptions
15. Companies Operating in an Innovation Hot Spot -- -- -- -- -- N/A 5
16. Exempt Companies -- -- -- -- -- N/A 5
17. Companies Whose Income "Passes Through" to
Shareholders
a. Real Estate Investment Trusts (REITs) - - - - - N/A 5
b. Regulated Investment Companies (RICs) -- -- -- -- -- N/A 5
18. Homeowners Association Exemption from Fixed Dollar
Minimum Tax -- -- -- - - N/A 5
19. New Small Business Capital Base Exemption - - - - - N/A 5
Preferential Tax Rates
20. Special Tax Benefits for New York Manufacturers/QETCs
a. Manufacturers
1. Zero Percent Bl Rate -- - - -- - N/A 5
2. Reduced Business Capital Base Rate -- -- -- -- -- N/A 5
3. Lower Capital Base Liability Cap - - - - - N/A 5
4. Reduced Fixed Dollar Minimum Base Amounts - - - - -- N/A 5




CORPORATION FRANCHISE TAX

History Forecast Reliability
Tax Item 2008 2009 2010 2011 2012 2016 Level
b. Qualified Emerging Technology Companies (QETCs)
1.  Reduced Bl Rate - - - - - N/A 5
2.  Reduced Business Capital Base Rate - - - - - N/A 5
3. Lower Capital Base Liability Cap -- -- -- -- -- N/A 5
4. Reduced Fixed Dollar Minimum Base Amounts - - - - -- N/A 5
Corporation Franchise Tax Credits
21. Credit for Servicing SONYMA Mortgages - - - - - 9.0 1
Cross-Article Credits®
22. Investment Tax Credit and Employment Incentive Credit -- -- -- -- -- 100.0 1
23. Investment Tax Credit for the Financial Services Industry -- - -- -- -- 10.0 1
24. Special Additional Mortgage Recording Tax Credit -- -- -- -- -- 26.0 1
25. Empire Zone (EZ) and Qualified Empire Zone Enterprise
(QEZE) Credits
a. EZ Investment Tax Credit and Employment Incentive
Credit - - - - - 10.0 1
b. EZ and Zone Equivalent Area Wage Tax Credit -- -- -- -- -- 4.0 1
c. EZ Capital Credit -- -- -- - -- * 1
d. QEZE Real Property Tax Credit - - - - - 67.0 1
e. QEZE Tax Reduction Credit -- -- - - - 9.0 1
26. Farmers’ School Property Tax Credit - - - - - 1.0 1
27. Credit for Employment of Persons with Disabilities -- -- -- -- -- * 1
28. Qualified Emerging Technology Company (QETC) Credits
a. QETC Capital Tax Credit - - - - - * 1
b. QETC Employment Credit - - - - - 1.0 1
29. Low-Income Housing Credit -- -- -- -- -- 34.0 1
30. Credit for Purchase of an Automated External Defibrillator - - - - - * 1
31. Green Building Credit -- -- -- -- -- * 1
32. Long-Term Care Insurance Credit - - - - - 0.1 1
33. Empire State Film and Commercial Credits
a. Empire State Film Production Credit -- -- -- -- -- 385.0 1
b. Empire State Film Post Production Credit -- -- -- -- -- 24.0 1
c. Empire State Commercial Production Credit -- -- -- -- -- 7.0 1
34. Security Training Tax Credit -- -- -- -- -- * 1
35. Brownfields Tax Credits
a. Brownfield Redevelopment Tax Credit -- -- -- -- -- 56.0 1
b. Remediated Brownfield Credit for Real Property Taxes -- -- -- -- -- 0.5 1
c. Environmental Remediation Insurance Credit -- -- -- -- - * 1
36. Biofuel Production Credit - - - - - 1.0 1
37. Land Conservation Easement Credit - - - - - * 1
38. Clean Heating Fuel Credit -- -- -- -- -- * 1
39. Credit for Rehabilitation of Historic Properties - - - - - 22.0 1
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History Forecast Reliability
Tax Item 2008 2009 2010 2011 2012 2016 Level
40. Excelsior Jobs Program Tax Credit -- -- -- -- - 72.0 1
41. Credit for Companies Who Provide Transportation to *
Individuals with Disabilities - - - - - 1
42. Economic Transformation and Facility Redevelopment *
Program Tax Credit - - - - - 1
43. Urban Youth Jobs Program Tax Credit -- -- -- -- -- 18.0 4
44. Empire State Jobs Retention Program Tax Credit’ - - - - - * 4
45. Beer Production Credit - - - - - 2.0 4
46. Alternative Fuels and Electric Vehicle Recharging Property
Credit - - - - - 1.0 4
47. Minimum Wage Reimbursement Credit - - - - - 29.0
48. START-UP NY Tax Elimination Credit - - - - - 225 4
49. Credit for the Excise Tax on Telecommunication Services
Paid by START-UP NY Business - - - - - * 4
50. Real Property Tax Relief Credit for Manufacturing -- -- -- -- -- 85.0 4
51. Hire A Vet Credit - - - - - 25.0 4
52. Musical and Theatrical Production Credit - - - - - 3.0 4
53. Workers with Disabilities Credit - - - - - 4.0 4
54. Employee Training Incentive Program? - - - - - 3.0 4
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/ Forecast is included in the forecast for Excelsior Jobs Program Tax Credits.
3/ See Cross-Article Tax Credits section for historical estimates under the prior Articles 9-A and 32 respectively. However, forecast
g(s)t;r;ates take into account the fact that Article 32 taxpayers are subject to Article 9-A for tax years beginning on or after January 1,
* Less than $0.1 million
-- The tax expenditure was not applicable for these years
N/A No data available

New York Modifications to Federal Taxable Income/Effectively

Connected Income

In computing New York ENI, Article 9-A allows certain modifications to

FTI/ECI.

1. Deduction of Distributions Made to Victims or Targets of Nazi

Persecution
Citation: Section 13

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

2015

Description: A taxpayer may exclude the amount received (including
accumulated interest) from an eligible settlement fund, or from an eligible
grantor trust established for the benefit of the victims or targets of Nazi
persecution when computing New York ENI.
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Estimate: 2012: Not applicable — 2016: No data available
Reliability: Level 5

2. Deduction of Receipts from School Bus Operations
Citation: Section 208(9)(a)(4)
Effective Date: Effective for tax years beginning on or after January 1,
2015
Description: A taxpayer may exclude income and deductions with
respect to amounts received from school districts and nonprofit religious,
charitable, or educational organizations for the operation of school buses
in determining ENI.
Estimate: 2012: Not applicable — 2016: No data available
Reliability: Level 5

3. Refund of Qualified Empire Zone Enterprise (QEZE) Credit for Real
Property Taxes
Citation: Section 208(9)(a)(5)
Effective Date: Effective for tax years beginning on or after January 1,
2015
Description: A taxpayer may exclude the amount of a refund of the
qualified empire zone enterprise (QEZE) credit for real property taxes that
is included in FTI/ECI.
Estimate: 2012: Not applicable - 2016: No data available
Reliability: Level 5

4. Deduction of Taxable Refunds or Credits of State Tax
Citation: Section 208(9)(a)(5)
Effective Date: Effective for tax years beginning on or after January 1,
2015
Description: A taxpayer may exclude any refund or credit of a tax
imposed under Tax Law Article 9 (sections 183, 183-a, 184, and 184-a), or
Article 9-A, 23, or 33 that was properly included as income for Federal
income tax purposes, and for which no exclusion or deduction was
allowed in determining the taxpayer’s ENI for any prior year.
Estimate: 2012: Not applicable - 2016: No data available
Reliability: Level 5

5. Wage and Salary Expenses Allowed as Federal Credits but not as
Federal Expenses
Citation: Section 208(9)(a)(7)
Effective Date: Effective for tax years beginning on or after January 1,
2015
Description: A taxpayer may exclude the amount of wages disallowed
under Internal Revenue Code (IRC) section 280C in the computation of
their applicable Federal income.
Estimate: 2012: Not applicable - 2016: No data available
Reliability: Level 5
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6. Deferred Gain on Qualified Emerging Technology Investment (QETI)
Citation: Section 208(9)(a)(14)
Effective Date: Effective for tax years beginning on or after January 1,
2015
Description: A deferral of gain on the sale of a qualified emerging
technology investment (QETI) is available to taxpayers for a QETI that is
(1) held for more than 36 months and (2) rolled over into the purchase of a
replacement QETI within 365 days. Gain deferred under this provision
must be recognized when the replacement QETI is sold. However, gain on
the sale of the replacement QETI can be deferred if another replacement
QET]I is acquired within 365 days.
Estimate: 2012: Not applicable - 2016: No data available
Reliability: Level 5

7. Federal IRC Section 179 Deduction Recapture for a Sport Utility
Vehicle (SUV)
Citation: Section 208(9)(a)(16)
Effective Date: Effective for tax years beginning on or after January 1,
2015
Description: A taxpayer that previously claimed an IRC Section 179
deduction with respect to an SUV may exclude the amount of that
deduction that was recaptured in computing Federal income.
Estimate: 2012: Not applicable - 2016: No data available
Reliability: Level 5

8. Modification for Qualified Residential Loan Portfolios
Citation: Section 208(9)(a)(19) and Section 208(9)(r)
Effective Date: Effective for tax years beginning on or after January 1,
2015
Description: A thrift institution or a qualified community bank that
maintains a qualified residential loan portfolio may deduct from FTI the
amount, if any, by which thirty-two percent of its ENI exceeds the amounts
deducted by the taxpayer pursuant to sections 166 and 585 of the IRC
less any amounts included in Federal taxable income as a result of a
recovery of a loan. A taxpayer utilizing this modification may not use the
modifications described in items 9 and 10.
Estimates: 2012: Not applicable — 2016: No data available
Reliability: Level 5

9. Modification for Community Banks and Small Thrifts

Citation: Section 208(9)(a)(19) and Section 208(9)(s)

Effective Date: Effective for tax years beginning on or after January 1,
2015

Description: A qualified community bank or a small thrift institution may
be allowed a deduction in computing ENI equal to the product of the
taxpayer’s net interest income from loans, a ratio of gross interest income
during the taxable year from qualifying loans to gross interest income
during the taxable year from all loans, and fifty percent. A taxpayer
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utilizing this modification may not use the modifications described in items
8 and 10.

Estimates: 2012: Not applicable — 2016: No data available

Reliability: Level 5

10.Captive REIT Modification for Small Thrifts and Community Banks

11.

Citation: Section 208(9)(a)(19) and Section 208(9)(t)

Effective Date: Effective for tax years beginning on or after January 1,
2015

Description: A small thrift institution or a qualified community bank that
maintained a captive real estate investment trust (REIT) as of April 1,
2014 and continues to maintain such REIT must utilize a subtraction equal
to one hundred sixty percent of the dividends paid deductions allowed to
that captive REIT for the taxable year for Federal income tax purposes. A
taxpayer utilizing this modification may not use the modifications
described in items 8 or 9.

Estimates: 2012: Not applicable — 2016: No data available

Reliability: Level 5

Exclusion of Income for Foreign Airlines

Citation: Section 208(9)(c-1)

Effective Date: Effective for tax years beginning on or after January 1,
2015

Description:  Certain foreign airlines may exclude all income from
international operations of aircraft effectively connected to the United
States, foreign passive income, and income earned overseas from
overseas operations of aircraft from ENI. These foreign airlines may also
exclude business and investment assets connected with such exempt
income from the capital base tax. These tax benefits apply provided the
“‘home country” provides similar treatment to United States airlines.
Estimates: 2012: Not applicable — 2016: No data available

Reliability: Level 5

12.Deductions for Qualified Public Utilities, Power Producers and

Pipeline Companies

Citation: Section 208(9)(c-2)(4)and(5) and Section 208(9)(c-3)(4)
Effective Date: Effective for tax years beginning on or after January 1,
2015

Description: Taxpayers which are qualified public utility corporations,
qualified power producers, or qualified pipeline corporations are allowed
certain depreciation and expense deductions in determining ENI.
Estimate: 2012: Not applicable - 2016: No data available

Reliability: Level 5

New York Modifications to Entire Net Income

In computing New York Business Income, Article 9-A allows certain
modifications to entire net income (ENI).
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13.Deduction for Investment Income
Citation: Section 208(6) and Section 208(8)
Effective Date: Effective for tax years beginning on or after January 1,
2015
Description: A taxpayer may deduct income from investment capital,
including capital gains in excess of capital losses, from ENI.

Investment capital is defined as investments in stocks that:

1. satisfy the definition of a capital asset under Section 1221 of the IRC
at all times the taxpayer owned such stock during the taxable year;

2. are held by the taxpayer for investment for more than one year;

3. the dispositions of which are, or would be, treated by the taxpayer as
generating long-term capital gains or losses under the IRC;

4. for stocks acquired on or after January 1, 2015, at any time after the
close of the day in which they are acquired, have never been held for
sale to customers in the regular course of business; and

5. before the close of the day on which the stock was acquired, are
clearly identified in the taxpayer's records as stock held for
investment in the same manner as required under IRC Section
1236(a)(1) for the stock of a dealer in securities to be eligible for
capital gain treatment (whether or not the taxpayer is in fact a dealer
of securities).

In addition, investment capital includes debt and other securities the
income of which cannot be apportioned under the U.S. Constitution.

Investment income must be reduced by interest expenses directly and
indirectly attributable to those items of income. Finally, the amount of
investment income, determined without regard to interest deductions,
cannot exceed eight percent of the taxpayer’s ENI.

Estimate: 2012: Not applicable - 2016: No data available
Reliability: Level 5

14.Deduction for Other Exempt Income

a. Exempt Controlled Foreign Corporation (CFC) Income
Citation: Section 208(6-a)(b) and Section 208(8)
Effective Date: Effective for tax years beginning on or after
January 1, 2015
Description: A taxpayer may deduct income received from a
corporation conducting a unitary business with the taxpayer but not
included in the combined report that is required to be included in the
taxpayer’s Federal gross income pursuant to subsection (a) of section
9510f the IRC (“CFC income”). The income must be reduced by
interest expenses directly or indirectly attributable to the production of
such income.
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Estimate: 2012: Not applicable - 2016: No data available
Reliability: Level 5

b. Exempt Unitary Corporation Dividends from Cross-Article
Affiliates
Citation: Section 208(6-a)(c) and Section 208(8)
Effective Date: Effective for tax years beginning on or after
January 1, 2015
Description: A taxpayer is allowed a deduction for dividends received
from a corporation conducting a unitary business with the taxpayer but
taxable, or would be taxable, under a franchise tax imposed by Article
9 or Article 33 of the Tax Law, less interest deductions directly or
indirectly attributable to that income.
Estimate: 2012: Not applicable - 2016: No data available
Reliability: Level 5

c. Exempt Dividends from Other Unitary Corporation
Citation: Section 208(6-a)(c) and Section 208(8)
Effective Date: Effective for tax years beginning on or after
January 1, 2015
Description: A taxpayer is allowed a deduction for dividends from a
corporation conducting a unitary business with the taxpayer but not
included in the combined report. These excluded unitary corporations
are alien corporations with no effectively connected income and
corporations less than 50 percent directly or indirectly owned by the
taxpayer. The income from the dividends must be reduced by interest
expenses directly or indirectly attributable to the production of such
income.
Estimate: 2012: Not applicable - 2016: No data available
Reliability: Level 5

Corporate Exemptions

15.Companies Operating In an Innovation Hot Spot
Citation: Section 38, Section 208(9)(a)(18), Section 209(11)
Effective Date: Effective for tax years beginning on or after January 1,
2015
Description: The New York State Business Incubator and Innovation Hot
Spot Support Act created special tax benefits for qualified entities
operating in Innovation Hot Spots. These tax benefits are allowed for five
tax years beginning with the first tax year the qualified entity becomes a
tenant in (or part of) an Innovation Hot Spot.

Qualified entities located completely within an Innovation Hot Spot are

exempt from the Bl and capital tax bases. Instead, these entities must
only pay the fixed dollar minimum tax.
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Qualified entities located both within and without an Innovation Hot Spot,
or that are a corporate partner in a qualified entity, are allowed a
deduction in computing ENI for the amount of income or gain attributable
to the operations at (or as part of) the Innovation Hot Spot.

Estimates: 2012: Not applicable — 2016: No data available

Reliability: Level 5

16.Exempt Companies
Citation: Sections 3 and 209(4)(5)(6)(7) and (9)
Effective Date: Effective for tax years beginning on or after January 1,
2015.
Description: The following companies or organizations are exempt from
taxation under Article 9-A:

Limited Profit Housing Companies

Limited Dividend Housing Companies

Trust Companies organized under a law of New York, all of the stock
of which is owned by not less than 20 savings banks organized under
a law of New York

Urban Development Corporation and its subsidiaries

Domestic corporations exclusively engaged in the operation of one or
more vessels in foreign commerce

e Domestic International Sales Corporations (DISCs), to the extent a
DISC is required to have its income imputed to its shareholders
Passive Trusts
Certain corporations organized other than for profit and those
corporations that are generally exempt from Federal tax by the IRC

e Corporations exempt pursuant to Federal Public Law 86-272 wherein a

foreign corporation has limited its activities in New York to the mere

solicitation of orders for tangible property by its employees or
representatives

Real Estate Mortgage Investment Conduits (REMICs)

Industrial Development Agencies

Housing Development Fund Companies

Corporations exempt from tax under IRC Sections 501(c)(2) and (25)

Certain cooperative heating and cooling service companies that are

organized without capital stock and that are exempt from tax pursuant

to IRC Section 501(c)(12). Such corporations pay an annual fee of
$10 to the Commissioner of Taxation and Finance in lieu of all
corporation franchise taxes.

e Federal and State credit unions chartered under 12 U.S. Code Section
1768, 1.R.C. Section 501(c)(14)(A), or New York State Banking Law
Section 479.

Estimate: 2012: Not applicable — 2016: No data available

Reliability: Level 5
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17.Companies Whose Income “Passes Through” to Shareholders

a. Real Estate Investment Trusts (REITS)
Citation: Section 209(5)
Effective Date: Effective for tax years beginning on or after
January 1, 2015
Description: To the extent that the REIT passes through its income to
shareholders, the REIT is exempt from the franchise tax. The
shareholders have their dividend or distributed gain taxed at their own
rate of tax, usually under the Personal Income Tax. Any undistributed
income by the REIT would be subject to the franchise tax. Captive
REITs are required to be included in either an Article 9-A or Article 33
combined group.
Estimate: 2012: Not applicable — 2016: No data available
Reliability: Level 5

b. Regulated Investment Companies (RICs)
Citation: Section 209(7)
Effective Date: Effective for tax years beginning on or after
January 1, 2015
Description: To the extent that the RIC passes through its income to
shareholders, the RIC is exempt from the franchise tax. The
shareholders have their dividend or distributed gain taxed at their own
rate of tax, usually under the Personal Income Tax. Any undistributed
income by the RIC would be subject to the franchise tax. Captive RICs
are required to be included in either an Article 9-A or Article 33
combined group.
Estimate: 2012: Not applicable — 2016: No data available
Reliability: Level 5

18.Homeowners Association Exemption from Fixed Dollar Minimum Tax

Citation: Section 210(1)

Effective Date: Effective for tax years beginning on or after January 1,
2015

Description: Article 9-A exempts qualified homeowners associations that
have no homeowner’s taxable income from payment of the fixed dollar
minimum tax. The associations would still be subject to the other taxable
bases under Article 9-A, if applicable.

Estimates: 2012: Not applicable — 2016: No data available

Reliability: Level 5

19.New Small Business Capital Base Exemption

Citation: Section 210(1-c)

Effective Date: Effective for tax years beginning on or after January 1,
2015

Description: The law exempts new small businesses from the tax based
on allocated business capital. This exemption applies to the first two
years of operation of a business that:
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« has an ENI of not more than $390,000 for the taxable year;

« the aggregate amount of money and other property received by the
corporation for stock, as a contribution to capital, and as paid-in
surplus, does not exceed $1 million;

« Wwhich has an average of one hundred or fewer individuals, excluding
general executive officers, employed full-time in the state during the
taxable year; and

« which is not part of an affiliated group, as defined in section 1504 of
the IRC, unless such group, if it had filed a report under article 9-A on
a combined basis, would have itself qualified as a “small business
taxpayer.”

Estimate: 2012: Not Applicable — 2016: No data available

Reliability: Level 5

Preferential Tax Rates

20.Special Tax Benefits for New York Manufacturers and Qualified
Emerging Technology Companies (QETCs)

a. Special Tax Benefits for New York Manufacturers
Manufacturers in New York are subject to reduced tax rates and fixed
dollar minimum amounts, as well as a lower capital base liability cap.

A manufacturer is defined as “a taxpayer...principally engaged in the
production of goods by manufacturing, processing, assembling,
refining, mining, extracting, farming, agriculture, horticulture,
floriculture, viticulture, or commercial fishing.” The generation and
distribution of electricity, the distribution of natural gas, and the
production of steam associated with the generation of electricity is
specifically excluded for purposes of the lower ENI rates and FDM
amounts.

To be a qualified New York manufacturer eligible for the preferential tax
treatment, the taxpayer must meet two tests. First, the taxpayer, or the
combined group, must be principally engaged in manufacturing. This
test is satisfied if more than 50 percent of the taxpayer’s or group’s
gross receipts are derived from the sale of goods produced by the
activities listed above.

The second test requires the taxpayer to have manufacturing property
in New York State with a Federal adjusted basis of at least $1 million,
or have all of its real and personal property located in New York State.

A taxpayer, or combined group, that fails the receipts test may still be a
gualified New York manufacturer if it has at least 2,500 New York
manufacturing employees and at least $100 million of manufacturing
property in New York.
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1. Zero Percent Bl Rate
Citation: Section 210(1)(a)(vi)
Effective Date: Effective for tax years beginning on or after
January 1, 2015
Description: Taxpayers that are qualified New York
manufacturers are subject to a 0 percent Bl rate.
Estimates: 2012: Not applicable — 2016: No data available
Reliability: Level 5

2. Reduced Capital Base Tax Rate
Citation: Section 210(1)(b)(1)
Effective Date: Effective for tax years beginning on or after
January 1, 2015

Description: Taxpayers that are qualified New York
manufacturers are subject to the following reduced capital base
rates:

Tax Tax Tax Tax Tax Tax Year
Year Year Year Year Year 2021 and
2016 2017 2018 2019 2020 Thereafter

0.132% | 0.106% 0.085% 0.056% 0.038% 0.019% 0.000%

Tax Year

2015

Estimates: 2012: Not applicable — 2016: No data available
Reliability: Level 5

3. Lower Capital Base Liability Cap
Citation: Section 210(1)(b)(1)
Effective Date: Effective for tax years beginning on or after
January 1, 2015
Description: The maximum liability under the capital base is
$5 million, except taxpayers that are qualified New York
manufacturers are subject to a lower cap of $350,000.
Estimates: 2012: Not applicable — 2016: No data available
Reliability: Level 5

4. Reduced FDM Amounts
Citation: Section 210(1)(d)
Effective Date: Effective for tax years beginning on or after
January 1, 2015 Description: Taxpayers that are manufacturers
are subject to the following reduced fixed dollar minimum amounts:
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Tax Year
. Tax Year Tax Year Tax Year
NY Receipts 2015 2016 2017 2018 and‘
Thereafter
Not more than $100,000 $22 $21 $21 $19
More than $100,000 but not more than
$250,000 $66 $63 $63 $56
More than $250,000 but not more than
$500,000 $153 $148 $148 $131
More than $500,000 but not more than
$1,000,000 $439 $423 $423 $375
More than $1,000,000 but not more than
$5,000,000 $1,316 $1,269 $1,269 $1,125
More than $5,000,000 but not more than
$25,000,000 $3,070 $2,961 $2,961 $2,625
Over $25 million $4,385 $4,230 $4,230 $3,750

Estimates: 2012: Not Applicable — 2016: No data available
Reliability: Level 5

. Special Tax Benefits for Qualified Emerging Technology
Companies (QETCs)
QETCs in New York are subject to reduced tax rates and fixed dollar
minimum amounts, as well as a lower capital base liability cap.

A corporation is a qualified emerging technology company if it meets
the definition in Public Authorities Law Section 3102-e(1)(c), except that
the $10 million limitation under 3102-e(1)(c)(1) does not apply. A
combined group may be considered a QETC and meet the definition of
a qualified New York manufacturer if all members of the group meet the
definition of a QETC.

1. Reduced Bl Rate
Citation: Section 210(1)(a)(vii)
Effective Date: Effective for tax years beginning on or after
January 1, 2015
Description:  Taxpayers that are QETCs are subject to the
following reduced Bl rates:

Tax Year

2015 Year Year 2019 and

2017

Tax Tax Tax Year

2018 Thereafter
5.9% 5.7% 5.5% 5.5% 4.875%

Estimates: 2012: Not applicable — 2016: No data available
Reliability: Level 5

2. Reduced Capital Base Tax Rate
Citation: Section 210(1)(b)(1)
Effective Date: Effective for tax years beginning on or after
January 1, 2015
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Description:  Taxpayers that are QETCs are subject to the
following reduced capital base rates:

Tax Tax Tax Tax Tax Tax Year
Tax Year

2015

Year Year Year Year Year 2021 and
2016 2017 2018 2019 2020 Thereafter

0.132% 0.106% 0.085% 0.056% 0.038% 0.019% 0.000%

Estimates: 2012: Not applicable — 2016: No data available
Reliability: Level 5

3. Lower Capital Base Liability Cap
Citation: Section 210(1)(b)(1)
Effective Date: Effective for tax years beginning on or after
January 1, 2015
Description: The maximum liability under the capital base is
$5 million, except taxpayers that are QETCs are subject to a lower
cap of $350,000.
Estimates: 2012: Not applicable — 2016: No data available
Reliability: Level 5

4. Reduced FDM Amounts
Citation: Section 210(1)(d)
Effective Date: Effective for tax years beginning on or after
January 1, 2015
Description:  Taxpayers that are QETCs are subject to the
following reduced fixed dollar minimum amounts:

Tax Tax Tax | Tax Year

NY Receipts Year Year Year 2018 and

2015 2016 2017 | Thereafter
Not more than $100,000 $22 $21 $21 $19
More than $100,000 but not more than $250,000 $66 $63 $63 $56
More than $250,000 but not more than $500,000 $153 $148 $148 $131
More than $500,000 but not more than $1,000,000 $439 $423 $423 $375
More than $1,000,000 but not more than $5,000,000 $1,316 $1,269 | $1,269 $1,125
More than $5,000,000 but not more than $25,000,000 $3,070 $2,961 | $2,961 $2,625
Over $25 million $4,385 $4,230 | $4,230 $3,750

Estimates: 2012: Not applicable — 2016: No data available
Reliability: Level 5

Corporate Franchise Tax Credits

21.Credit for Servicing SONYMA Mortgages
Citation: Section 210-b(10)
Pre-Reform Citation: Section 210(21-a), Section 1456(a)
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Credit Type: Non-refundable/Non-carryforward

Effective Date of Credit: Effective for tax years beginning on or after
January 1, 2015

Description: Banking corporations and mortgage bankers registered
under Article 12-D of the Banking Law and meeting certain regulatory
requirements established by the State of New York Mortgage Agency
(SONYMA) may claim a credit for servicing mortgages acquired by
SONYMA. The credit equals 2.93 percent of the total principal and interest
collected for each SONYMA mortgage secured by a one-to-four family
residence. In addition, banks and mortgage bankers may receive an
amount equal to the interest collected during the taxable year on each
SONYMA mortgage secured by a five or more family residence multiplied
by a fraction. The fraction depends on the types of properties which
secure the serviced mortgage loans. The credit may reduce tax liability to
zero.

CFT Estimates: 2012: Not Applicable — 2016: $9.0 million

Data Sources: CFT Study File

Reliability: Level 1

Cross-Article Credits

Credits include amounts that the taxpayer may subtract in calculating New
York tax liability or request as a refund or apply as a payment for the next tax
period. Full descriptions of all the tax credits available under Article 9-A as well
as other tax articles are contained in the Cross-Article Tax Credits section of this
report. For tax years 2010, 2011, and 2012, taxpayers are required to defer the
use and refund of certain tax credits if they exceed $2 million in aggregate.

65






INSURANCE TAX

This section of the report provides tax expenditure estimates for 52
separate provisions of the corporate franchise tax on insurance companies. The
list of tax expenditures contained in Table 4 is based on the Tax Law as of
January 1, 2016. The estimates are based on data from the 2012 tax year, the
latest year for which Article 33 tax return data are available. They are also
extrapolated to the 2016 tax year. The tax years refer to both the 2012 and 2016
calendar years and fiscal tax years beginning in 2012 and 2016. Total insurance
tax liability for the 2012 tax year has been included to provide some perspective
to the tax expenditure estimates.

Description of Tax

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

The income tax component is based on one of four alternative bases. A life
insurance corporation’s tax liability for this component is based on the alternative
that results in the largest tax, plus an additional 0.08 percent tax on subsidiary
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 investment capital; or

e 9 percent of 30 percent of allocated entire net income plus officers’
salaries less specified deductions; or

¢ a fixed dollar minimum tax of $250.

The second component of the Article 33 tax is a tax on gross premiums,
less return premiums thereon, written on risks located or resident in New York.
The rate of t