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T H E  C O U N C I L

REPORT OF THE LEGAL AND GOVERNMENTAL AFFAIRS DIVISION

RICHARD M. WEINBERG, DIRECTOR AND GENERAL COUNSEL

COMMITTEE ON STATE AND FEDERAL LEGISLATION
PRECONSIDERED MAYOR’S MESSAGE:


By: Mayor 

S. 4331

By: Padavan 

A. 8536

By: Rules 

TITLE:
AN ACT to amend the general city law, chapter 772 of the law of 1966, relating to enabling any city having a population of one million or more to raise tax revenue and the administrative code of the city of New York, in relation to tax credits authorized under the relocation and employment assistance program 

BACKGROUND:
This legislation would liberalize certain eligibility requirements which must be met in order to qualify for tax credits under the relocation and employment assistance program (REAP), and contains technical amendments to improve the administration of the program. 

Currently, state  and City law provide for REAP credits for businesses that relocate to the  four boroughs other than Manhattan, or to Northern Manhattan.  These are credits against the City’s Corporation Tax, Unincorporated Business Tax or gross receipts tax (for utilities) based upon the number of eligible employees which the eligible business is relocating.  Last year, the Legislature adopted legislation, pursuant to a home rule request, that increased the amount of these credits to $3,000 per eligible employee for eligible businesses. 

Currently, hotel and retail businesses are not eligible for REAP benefits.  “Retail activity” is defined as any activity consisting predominantly of the sale, other than through the mail or by telephone, of tangible personal property to any person for reasons unrelated to that persons trade or business.  The proposed legislation would put internet sales on the same level as sales through the mail or by telephone, thus allowing otherwise qualified retail businesses whose sales occur over the internet, to take advantage of the REAP credits. 

Currently, in order to be eligible for the REAP credits, a relocating business must have been conducting substantial business operations outside an eligible area for 24 consecutive months prior to relocating.  The proposed legislation would provide that for purposes of determining the eligibility for the credits for a business relocating on or after July 1, 2001, the business need only have been conducting substantial business operations outside of the eligible area for a period of 12 consecutive months.

In addition, current law provides that to be eligible for REAP credits, the premises to which the business relocates must have been improved through construction or renovation and that such improvements must exceed 50% of the assessed valuation of the property in the case of non-industrial property, and 25% in the case of industrial property.  The proposed amendments would lower this eligibility criterion so that for purposes of a relocation occurring on or after July 1, 2001, improvements to property in excess of 10% of the assessed valuation would qualify an applicant for the credits.  In addition, for these relocations occurring on or after July 1, 2001, the minimum expenditures for improvements would have to have been made within 60 months from the commencement of improvements, and at least half of the minimum expenditures for improvements would have to have been made within thirty months of such commencement.

Current law also caps the maximum number of employment shares for which credits may be claimed at double the number of employment shares which a business maintained outside of the eligible area in the year preceding the relocation.  The proposed legislation would, in the case of some smaller businesses, expand this cap by setting the cap at the greater of 100 employment shares or double the number of employment shares outside the eligible area in the year preceding relocation, whichever is greater.  Thus, a business which had 30 employees in the year preceding relocation to an eligible area, and then had 90 eligible employees at the eligible premises, would not be capped at claiming 60 credits (double the original number of employees), but could claim all 90 credits. 

The remaining sections of the legislation make amendments to the program which are more technical in nature.  These changes include: (1) defining “year of relocation” and making explicit that a business may only relocate once to any eligible premises; (2) setting out a mechanism for apportioning eligible employment shares when there is more than one relocation to different eligible premises; and (3) amending provisions in last year’s legislation to key the enhanced REAP benefits to relocations which occur after July 1, 2000 rather than certifications which occur after that date, and making similar amendments to key the determination of whether or not the credits are refundable to the date of the relocation rather than the certification (but “grandfathering” those applications submitted prior to July 1, 2001 which rely on the certification date for the enhanced benefit or refundability of the credits). 

FISCAL IMPLICATIONS:
See Council Finance Division fiscal impact statement.

EFFECTIVE DATE:

This legislation shall take effect immediately, except that sections six and twenty- four of the legislation (relating to apportionment of employment shares in the case of multiple relocations) shall apply to taxable years beginning on or after January 1, 2001.

