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THE NEW YORK CITY COUNCIL

LATONIA MCKINNEY, DIRECTOR, FINANCE DIVISION
COMMITTEE ON FINANCE
HON. JULISSA FERRERAS-COPELAND, CHAIR

February 13, 2017
PROPOSED INT. NO. 799-A:
By Council Members Garodnick, Rosenthal, Chin, Mendez, Johnson, Kallos, Levine, Ferreras-Copeland, Cornegy, Rodriguez, Constantinides, Koo, Koslowitz, Mealy and Rose
TITLE:
A Local Law to amend the administrative code of the city of New York, in relation to the commercial rent tax
ADMINISTRATIVE CODE:
Amends Administrative Code §§ 11-704(b)(2), 11-704.3(a), and 11-705(a) 
PROPOSED INT. NO. 1107-A:
By Council Members Garodnick, Johnson and Chin
TITLE:
A Local Law to amend the administrative code of the city of New York, in relation to an exemption from the commercial rent tax
ADMINISTRATIVE CODE:
Amends Administrative Code § 11-704(e)(2) 
INT. NO. 1376:
By Council Members Rosenthal and Chin
TITLE:
A Local Law to amend the administrative code of the city of New York, in relation to requiring the department of finance to issue an annual report on the commercial rent tax
ADMINISTRATIVE CODE:
Adds Administrative Code § 11-719
PRECONSIDERED INT. NO.:
By Council Member Johnson (by request of the Manhattan Borough President)

TITLE:
A Local Law to amend the administrative code of the city of New York, in relation to exempting certain grocery stores from the commercial rent tax
ADMINISTRATIVE CODE:
Amends Administrative Code § 11-704
I. Introduction

On February 13, 2017, the Committee on Finance, chaired by Council Member Julissa Ferreras-Copeland, will hold a hearing on a package of legislation (sponsored by Council Members Daniel Garodnick, Helen Rosenthal, Corey Johnson, and the Manhattan Borough President) related to the commercial rent tax. These items are:

· Proposed Introduction (Int.) No. 799-A (Garodnick): A Local Law to amend the administrative code of the city of New York, in relation to the commercial rent tax
· Proposed Int. No. 1107-A (Garodnick): A Local Law to amend the administrative code of the city of New York, in relation to an exemption from the commercial rent tax
· Int. No. 1376 (Rosenthal): A Local Law to amend the administrative code of the city of New York, in relation to requiring the department of finance to issue an annual report on the commercial rent tax
· Preconsidered Int. No. _____ (Johnson) (by request of the Manhattan Borough President): A Local Law to amend the administrative code of the city of New York, in relation to exempting certain grocery stores from the commercial rent tax
This is the first hearing on each of these bills. Int. Nos. 799-A and 1107-A were amended after introduction. Those invited to testify include representatives from the New York City Department of Finance (DOF), the Mayor’s Office of Management and Budget (OMB), the New York City Department of Small Business Services (SBS), the New York City Independent Budget Office (IBO), and other interested parties. 
II. Background
Commercial Rent Tax (CRT)

The Commercial Rent Tax (CRT) is an assessment currently charged to certain tenants who occupy or use a property for commercial activity south of 96th Street in the borough of Manhattan. The City was initially authorized to impose the CRT by Chapter 257 of the Laws of 1963, which authorized it to impose a tax “on persons occupying premises in such city for the purpose of carrying on or exercising any trade, business, profession, vocation or commercial activity, measured by the rent paid for the use or occupancy of such premises.”
 The CRT was designed to address the need for revenue at a time when the City was nearing its constitutional limits on property taxes.
 The City sought to capture the growth in the value of commercial properties by taxing the rents that underlay the market values of the properties otherwise subject to property tax limits.
 Pursuant to this law, the City enacted Local Law 38 of 1963 to impose the CRT.
Under the current law, a tenant is subject to the CRT if they rent space below 96th Street for any trade, business, profession, or commercial activity, pay an annual or annualized gross rent of at least $250,000
, and do not meet any of the exemption criteria in the statute.
 A tenant, for the purposes of the CRT, is an individual who pays rent as a lessee, sub-lessee, or concessionaire (this includes tenant-shareholders in co-ops).
 Additionally, tenants must pay the CRT if they occupy space in buildings owned by spouses or parents; occupy space in buildings owned jointly with another individual who is not one’s spouse or domestic partner; occupy space in buildings owned by corporations where the individual is an officer or shareholder; a corporation occupying space in a building that is owned by a subsidiary corporation or by a parent corporation; or are a corporation occupying space in a building owned by an officer or shareholder of the corporation.

As currently constituted, the CRT is set at a rate of 6% of the base rent.
 However, all taxpayers are granted a 35% base rent reduction, which reduces the effective tax rate to 3.9%.
 Tenants whose annualized base rent is between $250,000 and $300,000 (before the 35% reduction) are further entitled to a tax credit.
 
There are several categories of tenants exempted from the CRT. These are
:

· Tenants whose annualized base rent is less than $250,000 (before applying the 35% reduction and the NYC Commercial Revitalization Program special reduction); 
· Tenants who rent the premises for 14 days or less during the tax year;
· Tenants who use at least 75% of the floor space to rent to others for residential purposes (not including hotel operators);
· Tenants renting property for certain theatrical productions, for the first 52 weeks after the production begins;

· Tenants who are a governmental body or a nonprofit religious, charitable, or educational organization;
· Tenants who are located in the “World Trade Center” area; and

· Tenants occupying a property that is located in the Commercial Revitalization Program abatement zone and is being used for retail sales purposes.
Legislative History
The State Law authorizing the imposition of the CRT provided that the local law could contain exemptions and exclusions in addition to any authorized by the enabling legislation.
  Since September 1995, all leased commercial space in Manhattan north of 96th Street and in the boroughs of the Bronx, Brooklyn, Queens and Staten Island have been exempt from the tax.
 In 1998, the Giuliani Administration’s Financial Plan (through 2002) proposed to eliminate the CRT for all commercial tenants over three years, beginning in 2000.
 This would have been accomplished by lowering the effective rate by 1/3 in each of the first two years and completely eliminating the tax in the third.
 The Giuliani Administration included another proposal to eliminate the tax by 2004 in its Fiscal Year 2002 Executive Budget.
 As neither of these proposals was adopted, much of the legislative efforts have sought to exempt different categories of businesses from the CRT.  
The Council has extended exemptions to the CRT on several occasions, as well as directing the provision of tax credits to tenants with certain annual rents. An exemption was extended to commercial tenants in Manhattan with base rents of $99,999 or less beginning in June 1997 with the enactment of Local Law 63.
 At the same time, a sliding scale tax credit was implemented that gave commercial tenants subject to the tax with rents between $100,00 and $139,999 a credit ranging from 80 percent of the tax imposed (for base rents between $100,000 and $109,999) and 20 percent of the tax (for rents between $130,000 and $139,000).
 
In February 2001, the Council enacted Local Law 6 of 2001, which extended the exemption by increasing the annual rent threshold above which a tenant is subject to the commercial rent tax from $99,999 to $149,999.
 It would also provide commercial tenants subject to the tax with annual rents between $150,000 and $189,999 with a new sliding scale credit from 80 percent to 20 percent of the tax imposed.
 Later that year, the Council enacted Local Law 38 of 2001, which further extended the exemption by increasing the annual rent threshold above which a tenant is subject to the commercial rent tax from $149,999 to $249,999.
  Local Law 38 also provided commercial tenants subject to the tax with annual rents between $250,000 and $300,000 with a partial credit on a new sliding scale, and exempted certain tenants with annual base rents of less than $200,000 from filing commercial rent tax returns.

As Lower Manhattan rebuilt following the September 11th terrorist attacks, State law made additional changes to the CRT to benefit commercial tenants located in that area. Chapter 2 of the Laws of 2005 added a 5-year exemption from the CRT for new and renewed leases with a term of at least 5 years for leases of property located in the New York City Liberty Zone.
 Furthermore, this law added an exemption to the CRT for any tenant located in the “World Trade Center Area.”

CRT Statistical Information 
In tax year (TY) 2016
, there were 7,705 taxpayers liable to pay the CRT, with a total liability of $778.7 million.
 Annual liability has grown at an average rate of 5.25% since 2005.  According the DOF’s Statistical Profile of the NYC Commercial Rent Tax for Tax Year 2016, average liability per taxpayer has increased, on average, 2.8 percent per year from TY 2004 to TY 2016.


                                         Table 1. Historical Revenues
	Fiscal Year
	Actual Revenue
	Change

	2005
	$444,637,169
	-

	2006
	$476,941,728
	7.27%

	2007
	$512,237,969
	7.40%

	2008
	$544,567,537
	6.31%

	2009
	$582,606,583
	6.99%

	2010
	$594,158,025
	1.98%

	2011
	$600,994,507
	1.15%

	2012
	$629,535,813
	4.75%

	2013
	$663,690,428
	5.43%

	2014
	$710,402,302
	7.04%

	2015
	$734,821,939
	3.44%

	2016
	$778,713,297
	5.97%


Source: Comprehensive Annual Financial Report of the Comptroller

There were 3,451 premises in TY 2016 paying a base rent between $250,000 and $500,000, with a total liability of $45.9 million, or 6% of the total CRT liability. Premises with rents under $500,000 represented 31% of the total number of premises liable for the CRT in TY 2016. Table 2 shows the distribution of liability and premises by various base rent ranges. 

Table 2. Distribution of Premises by Base Rent Range

	 Base Rent Range*
	Premises
	% of Total
	Liability (000)
	% of Total
	Median Liability

	$ 250,000 - $ 274,999
	347
	3.2
	$1,504
	0.2
	$3,376

	$ 275,000 - $ 299,999
	388
	3.5
	3,499
	0.5
	9,266

	$ 300,000 - $ 349,999
	700
	6.4
	8,664
	1.1
	12,475

	$ 350,000 - $ 399,999
	876
	8.0
	12,506
	1.7
	14,383

	$ 400,000 - $ 449,999
	598
	5.4
	9,813
	1.3
	16,474

	$ 450,000 - $ 499,999
	542
	4.9
	9,917
	1.3
	18,326

	$ 500,000 - $ 549,999
	446
	4.1
	9,083
	1.2
	20,385

	$ 550,000 - $ 599,999
	437
	4.0
	9,704
	1.3
	22,261

	$ 600,000 - $ 699,999
	722
	6.6
	18,164
	2.4
	25,202

	$ 700,000 - $ 799,999
	541
	4.9
	15,707
	2.1
	29,173

	$ 800,000 - $ 899,999
	497
	4.5
	16,266
	2.2
	32,619

	$ 900,000 - $ 999,999
	343
	3.1
	12,646
	1.7
	36,891

	$ 1,000,000 - $ 1,499,999
	1,496
	13.6
	71,320
	9.5
	48,062

	$ 1,500,000 - $ 1,999,999
	729
	6.6
	48,896
	6.5
	66,238

	$ 2,000,000 - $ 2,999,999
	897
	8.2
	84,169
	11.2
	92,923

	$ 3,000,000 - $ 3,999,999
	366
	3.3
	50,133
	6.6
	137,677

	$ 4,000,000 - $ 4,999,999
	345
	3.1
	60,237
	8.0
	175,708

	$ 5,000,000 - $ 9,999,999
	472
	4.3
	127,201
	16.9
	257,666

	$ 10,000,000 and over
	257
	2.3
	184,704
	24.5
	529,530

	TOTAL
	10,999
	100.0
	$754,133
	100.0
	$30,315


* Base rent is aggregated across premises for each taxpayer. 

Note: Totals may not add due to rounding.

Source: DOF Tax Year 2016 Statistical Profile of NYC Commercial Rent Tax
The largest percentage (43%) of taxpayers subject to the CRT come from the services industry, followed by the trade industry (20.5%), the finance & insurance industry (18.6%), other (including construction, transportation, and utilities) (6.0%), the information industry (5.3%), manufacturing (3.6%), and real estate (3.0%).
 The services and finance/insurance industries represent over half the total taxpayer liability under the CRT.
 
Economic Impact of the CRT
New York City is one of only two jurisdictions (the other is State of Florida
) nationwide to impose a specific tax on commercial renters.
 This factor has made the CRT subject to criticism from those who contend it puts the City at a competitive disadvantage for attracting new businesses. Some have argued that the CRT effectively amounts to double taxation on commercial renters. This is due to the fact that while tenants do not directly pay property taxes, it is likely that commercial rents already include a portion of the owner’s property tax.
 Additionally, most commercial leases contain provisions requiring tenants to pay additional rent attributable to increases in the property tax on the building.
 Therefore, commercial tenants may be paying the property tax indirectly and the CRT.
 
When Mayor Giuliani first proposed to eliminate the CRT in 1998, IBO stated that its elimination would “yield economic benefits for the City” and “[a]lthough landlords would be likely to increase rents to capture some of their tenants' savings, the cost of locating a business in the city's primary business districts is likely to be lower without the CRT. This should make it easier to attract and retain business and jobs in these areas.”
 However, IBO has also cautioned that many claims about the CRT ignore the “positive role” that the tax plays in the City’s overall tax structure. Specifically, it notes that because assessment increases for commercial buildings are phased in over five years, the City is unable to immediately receive the revenue benefits of increasing market values. As assessment increases are typically attributable to higher rental incomes, the CRT allows the City to capture these increases earlier in the business cycle.

Regardless of the debate around the impact of the CRT, the fact is that annual rent threshold above which a tenant is subject to the commercial rent tax has not been adjusted for over 15 years when it was last raised from $149,999 to $249,999 in 2001. The average asking rent per square foot for retail space in SoHo was 3.3 times higher in Fall of 2016
 compared to Fall of 2001,
 while Midtown asking rents per square foot on 5th Ave - Park Ave more than doubled.
 According to the Manhattan Chamber of Commerce, rent increases over the last few years are threatening small neighborhood businesses that residents rely on and the CRT is worsening the affordability problem.

Supermarkets are one retailer that may be facing particular pressures around affordability. In 2008, the Housing, Economic and Infrastructure Planning Division within the Department of City Planning conducted a study
 on supermarket supply in NYC. The analysis shows a citywide shortage of supermarkets and neighborhood grocery stores. While at the time, the study showed Manhattan to have the best coverage of grocery stores and supermarkets in the City, a more recent analysis by Strategic Resource Group
 shows that between 2005 and 2015 the city lost about 300 family owned stores with less than 7,000 square feet, and a third of them were in Manhattan. Exempting grocery stores from the CRT, and assuming the incidence is mostly on the tenants, could help provide relief for the shortage. 

 Considering the long period since the CRT was last updated, a review of the threshold is timely. Moreover, there is also possibility that a reduction of the CRT on small businesses could provide economic benefits for the City, assuming landlords do not recapture much of the relief through increased rents. 
III. Analysis of Proposed Int. No. 799-A
Section 1 of Proposed Int. No. 799-A would establish that beginning on June 1, 2017, commercial tenants whose base rent is less than $500,000 per year (before any authorized reduction) would be exempt from the CRT.
Section 2 of Proposed Int. No. 799-A would establish that beginning on June 1, 2017, a tenant whose base rent is between $500,000 and $550,000 per year would be entitled to a tax credit against the CRT in an amount determined by multiplying 3.9 percent of base rent by a fraction (the numerator of which is $550,000-(base rent), and the denominator of which is $50,000). 
Section 3 of Proposed Int. No. 799-A would establish that beginning on June 1, 2017, exempt tenants would not be required to file a return with the Department of Finance unless: (i) the tenant’s rent exceeds $400,000 for the tax year and (2) the amount of rent received or due from any subtenant of the exempt tenant with respect to the premises exceeds $400,000 for the tax year.
Section 4 of Proposed Int. No. 799-A provides that the law would take effect immediately.
IV. Analysis of Proposed Int. No. 1107-A

Section 1 of Proposed Int. No. 1107-A would exempt from the CRT a tenant who uses otherwise taxable premises for the advertisement of a production and performance of a theatrical work for a period beginning on the date that the advertisement is first posted and not exceeding 52 weeks beyond the date that the production of the theatrical work commences.

Section 2 of Proposed Int. No. 1107-A provides that the law would take effect on June 1, 2017.
V. Analysis of Int. No. 1376 
Section 1 of Int. No. 1376 would add new Section 11-719 to the Administrative Code of the City of New York, entitled “Annual Report.” Subdivision a of new Section 11-719 would require the Department of Finance, no later than October 1, 2017 (and every October 1 thereafter), to submit to the Speaker of the Council and make publicly available online a report on the CRT. The report would include the following information for the prior tax year:
· the distribution of taxable premises and taxpayers by base rent range (including the number and zip codes of the taxable premises for which the CRT was collected), the number of taxpayers who paid the tax, and the total amount of the CRT paid for the set taxable premises and taxpayers within each range;
· the distribution of taxable premises and taxpayers by industry (including the number and zip codes of the taxable premises for which the CRT was collected), the number of taxpayers who paid the tax, and the total amount of CRT paid for the set taxable premises and taxpayers within each industry;

· the total amount of tax collected and the average tax liability per premises for each of the prior ten years;
· the total amount of tax collected and the average tax liability per taxpayer for each of the prior ten years;

· a comparison of the total CRT collected to the average market value of commercial properties in the borough of Manhattan, as determined by the department, for each of the prior ten tax years; and
· any other information deemed relevant by the Department of Finance.

Subdivision b of new Section 11-719 would establish that for purposes of the report, the “base rent ranges” would be: between $250,000 and $274,999; between $275,000 and $299,999; between $300,000 and $349,999; between $350,000 and $399,999; between $400,000 and $449,999; between $450,000 and $499,999; between $500,000 and $549,999; between $550,000 and $599,999; between $600,000 and $699,999; between $700,000 and $799,999; between $800,000 and $899,999; between $900,000 and $999,999; between $1,000,000 and $1,999,999; between $2,000,000 and $2,999,999; between $3,000,000 and $3,999,999; between $4,000,000 and $4,999,999; between $5,000,000 and $9,999,999; and more than $10,000,000.
Section 2 of Int. No. 1376 would establish that the legislation take effect immediately.
VI.   Analysis of Preconsidered Int. No. 

Section 1 of Preconsidered Int. No. would amend Section 11-704 to add a new subdivision j, entitled “Grocery stores.” Paragraph 1 of new Section 11-704(j) would provide that a tenant that is a grocery store and has obtained the certification established by this new subdivision is exempt from the CRT.
Paragraph 2 of new Section 11-704(j) would require the Commissioner of the Department of Finance (or a designee) to approve a certification for a grocery store that receives less than 50 percent of its store sales from pharmacy sales, and:
· exceeds 3,500 square feet of retail floor space (excluding any storage space, loading dock, food preparation and serving space, and eating area designated for the consumption of prepared food) and that apportions such retail floor space in the following manner: (i) 50 percent or more is utilized for the sale of a general line of food products intended for home preparation, consumption and utilization; (ii) 30 percent or more is utilized for the sale of perishable goods (including dairy, fresh produce, frozen foods and fresh meats); and (iii) 500 square feet or more is utilized exclusively for the sale of fresh produce;

· satisfies affordability requirements (to be determined by the Commissioner of Finance in consultation with the Commissioner of the Department of Health and Mental Hygiene) for the general line of food products (referenced in the preceding paragraph); and
· accepts payment from customers using the Supplemental Nutrition Assistance Program (SNAP), Special Supplemental Nutrition Program for Women, Infants and Children (WIC), or any successor programs.
Paragraph 3 of new Section 11-704(j) would require the Finance Commissioner to inspect grocery stores exempt from the CRT on an annual basis to ensure that they are in continued compliance with the criteria for the exemption. Paragraph 4 of new Section 11-704(j) would require the Finance Commissioner to promulgate rules, as necessary, related to the requirements set forth in Paragraph 2. 
Section 2 of Preconsidered Int. No. would establish that this law takes effect 120 days after it becomes law, except that the Finance Commissioner may take measures necessary for the implementation of the law (including promulgating rules) prior to the effective date of the law. 
	Proposed Int. No. 799-A
 

By Council Members Garodnick, Rosenthal, Chin, Mendez, Johnson, Kallos, Levine, Ferreras-Copeland, Cornegy, Rodriguez, Constantinides, Koo, Koslowitz, Mealy and Rose
 
A Local Law to amend the administrative code of the city of New York, in relation to the commercial rent tax
 
Be it enacted by the Council as follows:
 
Section 1. Paragraph 2 of subdivision b of section 11-704 of the administrative code of the city of New York, as amended by local law number 38 for the year 2001, is amended to read as follows:
(2) A tenant whose base rent, (i) for tax years beginning on or after June first, nineteen hundred eighty-one and ending on or before May thirty-first, nineteen hundred eighty-four, is not in excess of four thousand nine hundred ninety-nine dollars per year, (ii) for the tax year beginning June first, nineteen hundred eighty-four and ending May thirty-first, nineteen hundred eighty-five, is not in excess of seven thousand nine hundred ninety-nine dollars per year, (iii) for the tax years beginning on or after June first, nineteen hundred eighty-five and ending on or before May thirty-first, nineteen hundred ninety-four, is not in excess of ten thousand nine hundred ninety-nine dollars per year, (iv) for the tax year beginning June first, nineteen hundred ninety-four and ending May thirty-first, nineteen hundred ninety-five, is not in excess of twenty thousand nine hundred ninety-nine dollars per year, (v) for the tax year beginning June first, nineteen hundred ninety-five and ending May thirty-first, nineteen hundred ninety-six, is not in excess of thirty thousand nine hundred ninety-nine dollars per year, (vi) for the tax year beginning June first, nineteen hundred ninety-six and ending May thirty-first, nineteen hundred ninety-seven, is not in excess of thirty-nine thousand nine hundred ninety-nine dollars per year, and (vii) for tax years beginning on or after June first, nineteen hundred ninety-seven and ending on or before May thirty-first, two thousand, is not in excess of ninety-nine thousand nine hundred ninety-nine dollars per year, calculated without regard to any reduction in base rent allowed by paragraph two of subdivision h of this section, (viii) for the period beginning June first, two thousand and ending November thirtieth, two thousand, is not in excess of ninety-nine thousand nine hundred ninety-nine dollars per year, calculated without regard to any reduction in base rent allowed by paragraph two of subdivision h of this section, (ix) for the period beginning December first, two thousand and ending May thirty-first, two thousand one, is not in excess of one hundred forty-nine thousand nine hundred ninety-nine dollars per year, calculated without regard to any reduction in base rent allowed by paragraph two of subdivision h of this section, [and] (x) for tax years beginning on or after June first, two thousand one and ending May thirty-first, two thousand seventeen, is not in excess of two hundred forty-nine thousand nine hundred ninety-nine dollars per year, calculated without regard to any reduction in base rent allowed by paragraph two of subdivision h of this section, and (xi) for tax years beginning on or after June first, two thousand seventeen, is not in excess of four hundred ninety-nine thousand nine hundred ninety-nine dollars per year, calculated without regard to any reduction in base rent allowed by paragraph two of subdivision h of this section, shall be exempt from the payment of the tax imposed by this chapter with respect to such rent, provided, however, that where the base rent of such tenant is for a period of less than one year, such base rent shall, for purposes of this paragraph, be determined as if it had been on an equivalent basis for the entire year; and provided further, that for purposes of subparagraphs (viii) and (ix) of this paragraph, base rent for the period specified in each of such subparagraphs shall be separately annualized as if it had been on an equivalent basis for an entire year, irrespective of the actual base rent for the tax year including the period specified in such subparagraph. Notwithstanding the preceding sentence, (xii) a tenant whose base rent for the tax year beginning June first, nineteen hundred eighty-four and ending May thirty-first, nineteen hundred eighty-five, is at least eight thousand dollars per year, but not in excess of ten thousand nine hundred ninety-nine dollars per year, shall be exempt from the payment of the tax imposed by this chapter with respect to such rent for the period beginning December first, nineteen hundred eighty-four and ending May thirty-first, nineteen hundred eighty-five, and (xiii) a tenant whose base rent for the tax year beginning June first, nineteen hundred ninety-five and ending May thirty-first, nineteen hundred ninety-six, is at least thirty-one thousand dollars per year, but not in excess of thirty-nine thousand nine hundred ninety-nine dollars per year, shall be exempt from the payment of the tax imposed by this chapter with respect to such rent for the period beginning September first, nineteen hundred ninety-five and ending May thirty-first, nineteen hundred ninety-six.
§ 2. Subdivision (a) of section 11-704.3 of the administrative code of the city of New York, as amended by local law number 38 for the year 2001, is amended to read as follows:
(6) For [each] tax years beginning on or after June first, two thousand one and ending on May thirty-first, two thousand seventeen, a credit shall be allowed against the tax imposed by this chapter as follows: a tenant whose base rent is at least two hundred and fifty thousand dollars but not more than three hundred thousand dollars shall be allowed a credit in an amount determined by multiplying three and nine-tenths percent of base rent by a fraction the numerator of which is three hundred thousand dollars minus the amount of base rent and the denominator of which is fifty thousand dollars. If the tenant's base rent is over three hundred thousand dollars, no credit shall be allowed under this paragraph. For purposes of this paragraph, `base rent' shall be calculated without regard to any reduction in base rent allowed by paragraph two of subdivision h of section 11-704 of this chapter.
(7) For each tax year beginning on or after June first, two thousand seventeen, a credit shall be allowed against the tax imposed by this chapter as follows: a tenant whose base rent is at least five hundred thousand dollars but not more than five hundred and fifty thousand dollars shall be allowed a credit in an amount determined by multiplying three and nine-tenths percent of base rent by a fraction the numerator of which is five hundred and fifty thousand dollars minus the amount of base rent and the denominator of which is fifty thousand dollars. If the tenant’s base rent is over five hundred and fifty thousand dollars, no credit shall be allowed under this subparagraph. For purposes of this subparagraph, ‘base rent’ shall be calculated without regard to any reduction in base rent allowed by paragraph two of subdivision h of section 11-704 of this chapter.
§ 3. Subdivision a of section 11-705 of the administrative code of the city of New York, as amended by local law number 38 for the year 2001, is amended to read as follows:
a. Every tenant subject to tax under this chapter shall file with the commissioner of finance a return with respect to the taxes payable for the three month periods ending on the last days of August, November and February of each year and a final return with respect to the taxes payable for the tax year ending on the last day of May of each year. Such returns shall be filed within twenty days from the expiration of the period covered thereby. A tenant who is exempt from the tax by reason of paragraph two of subdivision b of section 11-704 of this chapter shall nevertheless be required to file a final return, provided, however, that for tax years beginning on or after June first, nineteen hundred ninety-five and ending on or before May thirty-first, nineteen hundred ninety-seven, no such final return shall be required from such exempt tenant with respect to taxable premises if (1) the tenant's rent for such premises, determined without regard to any deduction from or reduction in rent or base rent allowed by this chapter, does not exceed fifteen thousand dollars for the tax year and (2) in the case of a tenant who has more than one taxable premises, the aggregate rents for all such premises, determined without regard to any deduction from or reduction in rent or base rent allowed by this chapter, do not exceed fifteen thousand dollars for the tax year. For tax years beginning on June first, nineteen hundred ninety-seven and ending on or before May thirty-first, two thousand one, no such final return shall be required from such exempt tenant with respect to any taxable premises if (1) the tenant's rent for such premises, determined without regard to any deduction from or reduction in rent or base rent allowed by this chapter, does not exceed seventy-five thousand dollars for the tax year and (2) the amount of rent received or due from any subtenant of such exempt tenant with respect to such premises does not exceed seventy-five thousand dollars for the tax year. For tax years beginning on or after June first, two thousand one and ending on May thirty-first, two thousand seventeen, no such final return shall be required from such exempt tenant with respect to any taxable premises if (1) the tenant's rent for such premises, determined without regard to any deduction from or reduction in rent or base rent allowed by this chapter, does not exceed two hundred thousand dollars for the tax year and (2) the amount of rent received or due from any subtenant of such exempt tenant with respect to such premises does not exceed two hundred thousand dollars for the tax year. For tax years beginning on or after June first, two thousand seventeen, no such final return shall be required from such exempt tenant with respect to any taxable premises if (1) the tenant’s rent for such premises, determined without regard to any deduction from or reduction in rent or base rent allowed by this chapter, does not exceed four hundred thousand dollars for the tax year and (2) the amount of rent received or due from any subtenant of such exempt tenant with respect to such premises does not exceed four hundred thousand dollars for the tax year. Notwithstanding anything in this subdivision to the contrary, for tax periods beginning on or after September first, nineteen hundred ninety-five, no return shall be required pursuant to this subdivision with respect to any taxable premises located in that part of the city specified in paragraph one of subdivision h of section 11-704 of this chapter, and no such taxable premises shall be taken into account for purposes of clause two of the preceding sentence. The commissioner of finance may permit or require returns (including final returns) to be made for other periods and upon such dates as the commissioner may specify and if he or she deems it necessary in order to insure the payment of the tax imposed by this chapter, the commissioner may require such returns to be made for shorter periods than those prescribed by the foregoing provisions of this section, and upon such dates as he or she may specify.
§ 4. This local law takes effect immediately.
 
RC 05-21-15 11:15am, amended 03-25-16 9:58am
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	Proposed Int. No. 1107-A
 
By Council Members Garodnick, Johnson and Chin
 

A Local Law to amend the administrative code of the city of New York, in relation to an exemption from the commercial rent tax
 
Be it enacted by the Council as follows:
 
Section 1. Paragraph 2 of subdivision e of section 11-704 of the administrative code of the city of New York, as amended by local law number 57 for the year 1995, is amended to read as follows:
e. (2) (i) Notwithstanding any other provision of law to the contrary, a tenant who uses taxable premises for the production and performance of a theatrical work shall be exempt from the tax imposed by this chapter with respect to the rent paid for such taxable premises for a period not exceeding fifty-two weeks beginning on the date that the production of such theatrical work commences, provided, however, that this subparagraph shall not apply to any theatrical work the production of which commenced prior to June first, nineteen hundred ninety-five.
(ii) A tenant who uses taxable premises for the advertisement of a production and performance of a theatrical work shall be exempt from the tax imposed by this chapter with respect to the rent paid for such taxable premises for a period beginning on the date that the advertisement is first posted and not exceeding fifty-two weeks beyond the date that the production of such theatrical work commences.
(iii) For purposes of this paragraph, the term “theatrical work” shall mean a performance or repetition thereof in a theater of a live dramatic performance (whether or not musical in part) that contains sustained plots or recognizable thematic material, including so-called legitimate theater plays or musicals, dramas, melodramas, comedies, compilations, farces or reviews, provided that such performance is intended to be open to the public for at least two weeks. The term “theatrical work” shall not include performances of any kind in a roof garden, cabaret or similar place, circuses, ice skating shows, aqua shows, variety shows, magic shows, animal acts, concerts, industrial shows or similar performances, or radio or television performances, whether or not such performances are pre-recorded for later broadcast.
§ 2. This local law takes effect on June 1, 2017.
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Int. No. 1376
 
By Council Members Rosenthal and Chin
 
A Local Law to amend the administrative code of the city of New York, in relation to requiring the department of finance to issue an annual report on the commercial rent tax
 
Be it enacted by the Council as follows:
 
Section 1. Chapter 7 of title 11 of the administrative code of the city of New York is amended by adding a new section 11-719 to read as follows:
§ 11-719 Annual Report.
a. No later than October first, two thousand seventeen, and every October first thereafter, the department of finance shall submit a report to the speaker of the council, and make publicly available online, a report on the commercial rent tax. Such report shall include the following information for the prior tax year:
1. the distribution of taxable premises and taxpayers by base rent range, including the number and zip codes of the taxable premises for which the commercial rent tax was collected, the number of taxpayers who paid the tax, and the total amount of commercial rent tax paid for the set taxable premises and taxpayers within each range;
2. the distribution of taxable premises and taxpayers by industry, including the number and zip codes of the taxable premises for which the commercial rent tax was collected, the number of taxpayers who paid the tax, and the total amount of commercial rent tax paid for the set taxable premises and taxpayers within each industry;
3. the total amount of tax collected and the average tax liability per premises for each of the prior ten tax years;
4. the total amount of tax collected and the average tax liability per taxpayer for each of the prior ten tax years;
5. a comparison of the total commercial rent tax collected to the average market value of commercial properties in the borough of Manhattan as determined by the department for each of the prior ten tax years; and
6. any other information deemed relevant for inclusion by the department.
b. For purposes of the report required by subdivision a of this section, the base rent ranges shall be:
1. between $250,000 and $274,999;
2. between $275,000 and $299,999;
3. between $300,000 and $349,999;
4. between $350,000 and $399,999;
5. between $400,000 and $449,999;
6. between $450,000 and $499,999;
7. between $500,000 and $549,999;
8. between $550,000 and $599,999;
9. between $600,000 and $699,999;
10. between $700,000 and $799,999;
11. between $800,000 and $899,999;
12. between $900,000 and $999,999;
13. between $1,000,000 and $1,999,999;
14. between $2,000,000 and $2,999,999;
15. between $3,000,000 and $3,999,999;
16. between $4,000,000 and $4,999,999;
17. between $5,000,000 and $9,999,999; and
18. more than $10,000,000.
§ 2. This local law takes effect immediately.
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Preconsidered Int. No.
 
By Council Member Johnson (by request of the Manhattan Borough President)
 
A Local Law to amend the administrative code of the city of New York, in relation to exempting certain grocery stores from the commercial rent tax
 
Be it enacted by the Council as follows:
 
Section 1. Section 11-704 of the administrative code of the city of New York is amended by adding a new subdivision j to read as follows:
j. Grocery stores. 1. A tenant that is a grocery store and has obtained the certification required by paragraph 2 of this subdivision is exempt from the tax imposed by this chapter.
2. The commissioner of finance or a designee shall approve for certification any grocery store that receives less than 50 percent of its store sales from pharmacy sales, and that:
(a) Exceeds 3,500 square feet of retail floor space, excluding any storage space, loading dock, food preparation and serving space, and eating area designated for the consumption of prepared food, and that apportions such retail floor space in the following manner: (i) 50 percent or more is utilized for the sale of a general line of food products intended for home preparation, consumption and utilization; (ii) 30 percent or more is utilized for the sale of perishable goods including dairy, fresh produce, frozen foods and fresh meats; and (iii) 500 square feet or more is utilized exclusively for the sale of fresh produce;
(b) Satisfies affordability requirements, as determined by the commissioner of finance in consultation with the commissioner of health and mental hygiene, for such general line of food products as set out in subparagraph (a) of this paragraph; and
(c) Accepts payment from customers using the supplemental nutrition assistance program, special supplemental nutrition program for women, infants and children, or any successor programs.
3. The commissioner of finance shall inspect grocery stores that are exempt from the tax imposed by this chapter pursuant to paragraph 1 of this subdivision annually to ensure continued compliance with paragraph 2 of this subdivision.
4. The commissioner of finance shall promulgate rules, as necessary, in relation to the requirements set out in paragraph 2 of this subdivision.
§ 2. This local law takes effect 120 days after it becomes law, except that the commissioner of finance may take measures necessary for the implementation of this local law, including the promulgation of rules, before such date.
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