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A. 8889    By: Silver
 
TITLE:
AN ACT to amend the administrative code of the city of New York and tax law, in relation to the temporary exemption from commercial rent or occupancy tax for premises used for retail sales in lower Manhattan and the World Trade Center; and to amend part C of Chapter 2 of the laws of 2005 amending the tax law relating to exemption from sales and use tax, in relation to the effectiveness of provisions thereof. 
 
BACKGROUND
The Commercial Rent Tax applies to tenants who occupies or uses premises for carrying on any trade, business, profession, or commercial activity is required to file a Commercial Rent Tax return  and 1) the premises are located in the borough of Manhattan, south of the center line of 96th Street; 2) The annual or annualized gross rent paid for such location is at least $250,000; and
(NOTE: Tenants with annual taxable rents between $250,000 and $300,000 are eligible for a sliding-scale credit that partially offsets tax liability.) ; and 3) the tenant does not meet any exemption criteria, such as short rental periods, residential subtenants, use for theatrical productions, and not-for-profit status. 

A "tenant" is defined as one who pays rent as a lessee, sub-lessee, licensee, or concessionaire. A shareholder in a cooperative corporation is also considered a tenant because he or she owns shares in the corporation that owns the property.

The following taxpayers must also pay Commercial Rent Tax if they meet the criteria listed above:

Those who occupy space in buildings owned by spouses or parents; 

· Those who occupy space in buildings they, themselves, own, individually, or jointly with another person other than a spouse or registered domestic partner; 

· Those who occupy space in buildings owned by corporations where they are an officer or holder of all or part of the corporation stock; 

· A corporation, occupying space in a building that is owned by a subsidiary corporation or by a parent corporation; and 

· A corporation, occupying a space in building owned by an officer or stockholder of the corporation. 
The statutory tax rate is 6 percent of the base rent  paid by tenants of the premises that are used to conduct any business, profession, or commercial activity.

· Effective June 1, 1996, a 25% base rent reduction reduced the effective rate to 4.5%. 

· Effective September 1, 1998, a 35% base rent reduction further reduced the effective tax rate to 3.9%. 

· In addition, a tax credit is allowed for taxpayers whose annualized base rent is between $250,000 and $300,000

A five year exemption for new and renewed leases with a term of at least 5 years for leases of property for retails that are located in the World Trade Center are exempt from the Commercial Tax.   
PROPOSED LEGISLATION
Currently, properties located in the World Trade Center with new and renewed leases with a term of at least 5 years for leases of property for retails are exempt from the Commercial Tax.   This exemption applies to leases that begin on July 1, 2005 through   June 30, 2009.    This legislation extends the exemption from commercial rent and occupancy tax to leases, as applicable to “special reduction”, “space leases” ; and premises located in “eligible areas,” in effect until 2013, and 2015, respectively. 
FISCAL IMPLICATIONS:
See Council Finance Division fiscal impact statement.
EFFECTIVE DATE:
This Act would take effect immediately; provided that if this act would take effect after June 30, 2009, it would be deemed to  have been in full force and effect on and after June 30, 2009.

