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Council Passes Home Rule Message on S-Corp Legislation

Council Action Enables Passage of State Legislation Providing Small Business Tax Relief

City Hall – Council Speaker Christine C. Quinn and members of the City Council voted on a home rule message today that works towards easing the tax burden on small business owners who live and work in New York City. 

Today’s vote allows Albany to pass legislation that will create a new credit for S-Corporation shareholders, helping to offset the double taxation that owners of small businesses face in the City. Under the current tax codes, small business owners pay the City’s business taxes and their personal income tax on the same income.

Speaker Quinn first called for this tax relief in her 2006 Budget Response and has since worked with Albany lawmakers to ensure the passage of this legislation. If passed, this legislation will cut the personal income tax of shareholders in S-Corporations by $35 million in the first year alone. Additional changes in the computation of tax liability will help small businesses and produce an additional savings of $18 million in FY 08.  

“Small businesses are the life blood of our City’s economy,” Speaker Quinn said.  “But under the current legislation, these hard working people are suffering because of an unfair tax burden.  Establishing the new S-Corporation tax credit will allow small businesses to grow and prosper.”

Under this proposal, as many as 100,000 business owners will benefit from a credit on the personal income tax and 25,000 small businesses will benefit from other adjustments. Additionally, taxpayers will save an estimated $110 million by fiscal year 2010. 

“It makes no sense that all other businesses benefit from tax credits and not S-Corps. If the State Legislature grants New York City this authority, all we are doing is leveling the “playing field” and creating a more business friendly environment,” said David Weprin, Chair of the Finance Committee.
The State and Federal Legislation Committee voted on the home rule message before it was brought to the full Council for a vote. 

Council Member Maria Baez, Chair of the Committee, stated, “I support this amended legislation that looks to provide a personal income tax credit to city resident shareholders of certain small corporations. The bill will also reduce the phase out of an alternative tax calculation. This phase out will benefit 25,000 companies which will save city taxpayers $110 million dollars by fiscal year 2010.”
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