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Proposed Res. No. 370-A:
By Council Member Sanders, Jr., James, Gonzalez, Jennings, Liu, and Quinn 

Title:
Resolution in support of the applications of the Applicants for certification of eligibility to apply for New York State Wage Tax Credits under the Zone Equivalent Area Provisions of the New York State Empire Zone Program.
On  June 3,  2004 at 12:30 pm, the Committee on Economic Development, chaired by Council Member James Sanders, Jr. will conduct a hearing to consider requests for Council resolutions in connection with the New York State Zone Equivalent Area benefits program.    

Zone Equivalent Areas (ZEAs), authorized by the New York State Legislature, and designated by the New York State Department of Economic Development (DED), are census tracts that have poverty and unemployment demographics that are equivalent to that found in Empire Zones.
  ZEA-certified businesses are not entitled to the array of Empire Zone benefits, but rather, are only entitled to a wage tax credit under state tax law upon certification by the New York State Department of Economic Development (DED).   In addition to locating in a ZEA, the business seeking this benefit must either project job creation within the ZEA, or, if job creation is unlikely, must state in writing how certification will result in maintaining employment in the firm within the ZEA.  The wage tax credit is earned by a business that has complied with program requirements, including a demonstration that it has created or retained jobs within the ZEA-certified business.  When the business files for the ZEA benefit with their tax return, they receive the wage tax credit against taxes that the business would ordinarily owe to New York State. The amount of tax credit a business receives is determined by the employment level compared to the average of the four prior years  (the base period).   The company receives $1,500 per new job created above the average of the base period or $3,000 per new job if that new employee is a targeted worker (e.g. welfare recipients) as defined in the Labor Law.
  

A basic requirement of the law governing Empire Zones, which extends to ZEAs, is the requirement for approval by the local governing body of the area from which a business is shifting. The law states in pertinent part:

 “…a business enterprise that has shifted its operations, or some portions thereof, from an area within New York State not designated as an empire zone or zone equivalent area to an area so designated shall not be certified to receive such benefits except where such shift is entirely within  a municipality and has been approved by the local governing body of such municipality…”
.

 Thus, even a business moving within a municipality from a “non-zone” into a zoned area has to obtain a “shift resolution” in order to be certified by DED.   The explanation given by DED for the resolution requirement is that it concerns the economic impact that could derive from the relocation or “shift” of a significant business from one area to another within a municipality. 
   

New York City does not designate, approve, nor certify a business for tax benefits.  The resolution simply indicates that New York City supports the application for certification of a particular business by DED.  After the Council issues a resolution, the business must submit the resolution to DED to complete its application for certification.  Once the application is complete, DED will review and process the application to determine whether the business meets Program eligibility criteria and whether the business is in good standing with the State of New York.   

The Council has received five applications for certification of eligibility to apply for New York State Wage Tax Credits under the Zone Equivalent Area Provisions of the New York State Empire Zone Program.  The applicants for certification are:

B & H Foto & Electronics Corp., Fine Point Technologies, Inc., Bank of Montreal, Eyetech Pharmaceuticals, Inc., and VNU Marketing Information, Inc.  (the Applicants).

A copy of Proposed Res. No. 370-A  is attached.  

Update

On June 3, 2004 the Committee on Economic Development passed Proposed Res. No. 370-A by a vote of  seven in the affirmative, none in the negative, with two abstentions.

� ZEA areas designations were made in 1994 and the program is scheduled to sunset in June 2004. 





� A targeted employee in the state law is defined as a New York State resident who receives empire zone wages pursuant to subdivision 19 of Section 210 of the Tax Law and who is 1. an eligible individual under the provision of the targeted jobs tax credit (section fifty-one of the internal revenue code) 2. eligible for benefits under the provisions of the work-force investment act (P.L. 105-220) as a dislocated worker or low income individual. 3. a recipient of public assistance benefits or 4. an individual whose income is below the most recently established poverty rate promulgated by the united States department of commerce, or a member of a family whose family income is below the most recently promulgated by the federal agency.


� Article 18-B of the General Municipal Law 18-B, section 959 (a) (iii) .


� Based upon conversations with DED Empire Zones Specialist.
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