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NEW YORK STATE GOV. PATERSON
SIGNS BUDGET BILL INTO LAW

On April 23, 2008, New York Governor David A.
Paterson signed the state budget bill into law. The
bill addresses budgetary concerns about the
slowing economy by implementing cost saving
measures and enacting amendments to the tax law
that increase the state cigarette tax, delay the
planned expansion of the Middle Class STAR
property tax program and make other changes to
tax provisions that are discussed below.

MIDDLE CLASS STAR REBATES

SALES AND USE TAX

Collection by “Remote Sellers”

The bill establishes a rebuttable presumption that
remote sellers who enter into contracts with New York
residents under which the residents receive
compensation for customer referrals are vendors under
the tax law and, as such, are required to collect sales
tax for the state.

The presumption applies where receipts from the
vendor's sales to New York customers who were
referred to the seller by residents receiving
compensation for the referrals exceed $10,000 during
the preceding four quarterly periods.

Collection of Tax by Tax-Exempt Organizations

The bill provides that tax-exempt organizations are
required to collect sales tax on on-line sales, mail order
sales and rentals or leases of tangible personal property
if certain conditions are met.

Miscellaneous Sales and Use Tax Changes

The bill imposes a $50 fee on sales tax vendor re-
registrations, excluding businesses that remit sales
taxes on an annual basis.

The legislation makes some changes to the Middle
Class STAR property tax program, most notably
delaying the increases in the Middle Class STAR
benefit by one year.

In addition, the bill increases from 5% to 10% the
allowable equalized assessment value for purposes of
calculating the STAR benefit and authorizes the
Department of Taxation and Finance to capture STAR
rebates to offset state debts.

CHANGES AFFECTING BANKS,
GENERAL CORPORATIONS AND LLCs

The budget bill classifies certain credit card companies
as taxpayers under Article 32 of the Tax Law, and
restructures limited liability company fees and the
Article 9—A fixed dollar minimum tax.

In addition, the bill:

* lowers the capital tax rate from .178% to .15%,

+ raises the cap that non-manufacturers pay under the
capital base from $1 million to $10 million for a
3—year period, and

* requires all business taxpayers to add back the
amount of the deduction allowed under Internal
Revenue Code Sec. 199, Qualifying Production
Activities Income, when determining entire net
income.

Finally, the bill:
* amends provisions enacted last year to ensure that

banks with out-of-state REITs are treated the same
as banks with New York REITs,



» extends for four years the temporary MTA business
tax surcharges, and

* requires every corporation taxpayer whose tax for
the preceding years was in excess of $100,000 to
remit 30% (instead of 25%) of its preceding year's
corporation tax as its mandatory first installment.

EMPIRE STATE FILM
PRODUCTION CREDIT

The budget bill:

» triples the percentage of qualified film production
costs eligible for the credit from 10% to 30%,

» extends the program for an additional two years to
2013,

* refunds 100% of the excess credit up front at the
end of the first tax year (previously only 50% of the
excess was treated as an overpayment and
refunded to the taxpayer), and

* raises the aggregate amount that can be awarded
under the credit during a calendar year from $60
million to $110 million over a 6-year period.

CIGARETTE TAX

The bill:

+ increases the tax on cigarettes by $1.25 to $2.75
per pack (effective July 1, 2008),

» ftreats little cigars as indistinguishable from
cigarettes (in conformity with the federal
government), and

« converts the tax on smokeless tobacco to a weight-
based tax rather than a tax based on the wholesale
price.

Finally, the bill makes changes to a variety of credits.
Specifically the bill:

+ eliminates the New York City personal income tax
credit for taxpayers who earn in excess of $250,000,

* increases the aggregate amount of low income
housing tax credits that may be allocated by $4
million,

+ extends the sunset date of the investment tax credit
for financial services from October 1, 2008 to
October 1, 2011,

» extends by two years the tax credit for equipping
taxis and livery service vehicles to make them
handicapped accessible,

* reinstates the credit for bioheat purchased for
residential use (available January 1, 2008 through
December 31, 2011),

» extends the period that a company may certify as a
qualified investment project until 2009, and

* makes technical corrections to the Empire Zone
wage tax credit.

L B & 4

In the words of Lyndon Baines Johnson (1908-1973),
36" President of the United States:

In 1790, the nation which had fought a revolution
against taxation without representation
discovered that some of its citizens weren’t
much happier about taxation with repre-
sentation.

MISCELLANEOUS PROVISIONS

The bill:

* re-opens the amnesty program enacted in 2005 for
a 5—-month period, beginning November 2008, to
allow taxpayers to report participation in tax shelter
activities with a reduced penalty,

+ extends tax shelter reporting for two years, and

+ establishes a new voluntary disclosure and com-
pliance program.

Items in this publication should not be considered official statements
of position, nor advice for individuals or organizations without
consulting a professional advisor. This information is not intended to
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tax penalties. For more information, please contact tax directors Leo
Parmegiani or Joe Lee or the director in charge of your account.
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