MEMORANDUM IN SUPPORT

TYPE OF LEGISLATION:
A Local Law

TITLE:
A Local Law to amend the administrative code of the city of 
New 
York, in relation to providing a biotechnology credit against the general corporation tax, and the unincorporated business tax
INTRODUCED BY:
Council Members Lappin ,Garodnick, and the Speaker (Council Member Quinn)

BACKGROUND:


This bill implements the State law that authorized New York City to provide to firms (corporations, partnerships, s corps, etc.) in NYC a biotechnology credit against such firms' general corporation tax (GCT) or unincorporated business tax (UBT). 

New York City’s Biotechnology credit would be limited to companies specializing in biotechnology (as defined in Section 3102-e (b) (5) of the public authorities law).

This credit is non-refundable and applied against the GCT and UBT. The credit would be for three consecutive years starting in January 2010 and ending in December 

The amount of the credit will be the sum of:

          1)18% for the acquisition of research and development property and related costs and fees

          2) 9% for research expenses

          3) 100% for training expenses (up to $4k per employee)

Growing firms will have their credit capped at a maximum of $250,000 per year and those that do not make the 5 percent threshold will have a maximum credit of $125,000. 

Under this legislation, the total credits for a given year are capped at $3 million.  If credits in a given year exceed the cap they will be allocated on a prorated basis by the New York City Department of Finance.  The credit would be for three consecutive years starting in January 2010 and ending in December 2012.
Credit will be allocated on a pro rata basis by Department of Finance. 

Eligibility
The following firms that meet all of the criteria below will be eligible for the Biotechnology credit. 

Firms that:

1.
Are Qualified emerging Technology Companies, as defined by public authorities law (to classify, the firms must specialize in a product or service that is classified as an emerging technology, which biotechnology is; or has a ratio of research and development funds to net sales that meets or exceeds the ratio published in the National Science Foundation).

2.
Have 100 or less employees with at least 75% in NYC;

3.
Have gross revenues that are less than $20 million; and

4.
Have a ratio of research and development funds to net sales of at least 6%.
While this credit is substantially identical to the New York State’s Qualified Emerging Technologies, Facilities, Operations and Training State credit, this credit will differ from New York State’s in that it will be focused on growing firms.

The allowable expenses and the credit based on those expenses will be the same as for the New York State credit for firms that increase their employment by at least 5 percent, compared to a base year.  Those that do not grow will still be eligible for the credit, but at half the rate, UNLESS such firm recently located in the city, begins doing business in the city or hires employees in the city during such calendar year, in such firm will be eligible for 100% of the credit. 

REASONS FOR SUPPORT:
With 9 world class research institutions, 26 medical centers, 175 hospitals, and an unparalleled talent pool, New York City has a natural advantage in the bioscience industry.  Yet it lags behind other cities, such as Boston and San Diego, in the commercialization of new technologies.

 The New York City Biotechnology credit is modeled after, and designed to work with, New York State’s Qualified Emerging Technologies Facilities, Operations and Training Credit.  Firms will be provided with a refundable credit, for three types of expenses: qualifying expenses related to acquiring research and development property, certain expenses related to training employees, and other research and development expenses.  The credit is limited to small firms engaged in research and development that meet New York State standards as qualified emerging technology companies.  Such qualified emerging technology companies will be eligible for the credit for up to 3 years.   The credit will help a young firm equip a lab, train technicians, and fund access to high tech equipment that they do not own.
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