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A. 8275- B 
By: Farrell  
 TITLE:
An act to amend the administrative code of the city of New York, in relation to increasing the deduction for compensation of partners and proprietors under the unincorporated business tax; in relation to decreasing the alternative income plus compensation base under the general corporation tax; in relation to eliminating the alternative tax on income plus compensation and the tax on capital and simplifying tax return filing under the general corporation tax for certain taxpayers with gross income less than two hundred fifty thousand dollars; in relation to revising the unincorporated business tax paid credit; and in relation to increasing the credit against the city personal income tax on residents for such residents' share of city unincorporated businesses tax paid by partnerships in which such residents are partners or businesses of which such residents are proprietors.

 
This proposed legislation would amend the Administrative Code of the City of New York (the “Administrative Code”) to modernize the City’s treatment of flow-through entities. Specifically, this legislation would amend provisions of the Administrative Code relating to the taxation of unincorporated businesses and general corporations to increase the deduction for compensation of partners and proprietors under the City’s unincorporated business tax (“UBT”), decrease the alternative income plus compensation base under the general corporation tax (“GCT”), eliminate certain alternative tax calculations for small businesses, revise the UBT credit paid credit, and increase the credit against the City’s personal income tax for the share of UBT paid by partnerships.
PROPOSED LEGISLATION:
Specifically, Section 1 of this legislation Section 1 amends subdivision (a) of section 11-509 of the New York City Administrative Code (the "Code") governing the New York City Unincorporated Business Tax ("UBT") to increase the deduction for reasonable compensation of proprietors and partners from $5,000 to $10,000 for

taxable years beginning on or after January 1, 2007.

Section 2 amends paragraph H of subdivision 1 of section 11-604 of the Code by adding a new paragraph (c) that reduces the percentage of the income plus compensation tax base that is subject to tax from 30% to 15% in four equal yearly increments starting with taxable years beginning in 2007.

Section 3 amends subdivision 1 of section 11-604 of the Code by adding a new paragraph I that eliminates the alternative income plus compensation tax base and the capital tax base under the General Corporation Tax ("GCT") for corporations that have less than $250,000 in gross income, allocate 100% to the City and have no investment or subsidiary capital or income. It also allows any such corporation that is not a New York

State S corporation to elect to pay its tax based on its New York State entire net income (modified by adding back New York City corporate tax) rather than separately calculating New York City entire net income.

Section 4 amends subparagraph (2) of paragraph (b) of subdivision 18 of section 11-604 of the Code by revising the UBT paid credit available to GCT taxpayers on the income plus compensation base to reflect the decrease in the effective rate of tax provided for in section 2 of the bill.

Section 5 amends subparagraph (A) of paragraph 2 of subdivision (c) of section 11-1706 of the Code to increase the credit against the New York City personal income tax for partners and proprietors of unincorporated businesses for Unincorporated Business Tax paid.

 
FISCAL IMPLICATIONS:
See Council Finance Division fiscal impact statement.
EFFECTIVE DATE:

This legislation would take effect immediately and would apply to taxable years beginning on and after January 1, 2007. 
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