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MUNICIPAL
ASSISTANCE
CORPORATION
FOR THE CITY
OF NEW YORK

11 February 1986

Alyse Gray, Esqg.

Assistant Counsel to the Governor
Executive Chamber

Albany, New York 12224

Re: Proposed "Qpportunity Zone" Legislation
Dear Ms. Gray:

You have requested our viewe as to the proposed "opportunity
zone" legislation constituting a portion of the Governor's
1986 legislative program, a component of which is intended
to affect the Special State sales tax imposed within New
York City (Section 1107 of the Tax Law, hereinafter referred
to as the "Section 1107 Tax").

As you know, we appreciate the opportunity to review and
comment upon any proposed legislation affecting, among other
things, the Section 1107 Tax. This review is essential
because this tax constitutes one of three revenue streams of
the Corporation used to pay principal of and interest on the
Corporation's obligations and the Corporation's operating
expenses.

Each of our general bond resolutions provides that certain
changes in our revenue streams would constitute an event of
default, one consequence of which is acceleration of the
Corporation's debt. Because of this, we are especially
interested in any proposed legislation impacting either the
base or the rate of the Section 1107 Tax. The proposed
"opportunity zone" legislation would, if enacted, impact the
base upon which the Section 1107 Tax is imposed by providing
a refund or credit to the extent of fifty percent of the
sales tax paid for building materials which are incorporated
into the structure of industrial or commercial real property
located within an "opportunity zone" as would be established
by the proposed legislation.
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After review of the relevant sections of the proposed bill
and related materials and consultation with our bond counsel
and general counsel, we have concluded that the proposed
"opportunity zone" legislation would likely not create
difficulties under the Corporation's general bond
resolutions, and therefore have no objection to its
enactment. We base this conclusion on a letter dated
February 6, 1986 (copy enclosed) from John J. Hudder,
Assistant Deputy Commissioner For Tax Analysis, estimating
that any reduction in current sales tax revenue as a result
of enactment of the proposed "opportunity zone" legislation
would be negligible., 1In a subsequent telephone
conversation, Mr. Hudder quantified this estimated revenue
loss at substantially less than $500,000 annually,

Any changes in either the language of the proposed
legislation as it relates to the Section 1107 Tax or the
estimated revenue loss would, of course, necessitate our
undertaking a fresh review and analysis, as would any
subsequent amendment of the legislation if enacted. 1In
particular, we would be especially concerned about any
change or amendment of the proposed definition of
"opportunity zone," which could have the effect of
increasing the financial impact and thereby further eroding
the base of the Section 1107 Tax.

Our analysis of the proposed "opportunity zone" legislation
has been limited to its potential effect on the
Corporation's revenues and we exXpress no opinion on the
merits of the proposal. Thank you again for giving us the
opportunity to comment upon this proposed legislation,

Sincerely,

Maxine H, Gillman
Counsel

MHG:bball



STATE OF NEW YORK

DEPARTMENT OF TAXATION AND FINANCE
ALBANY, NY 12227

JOHN J. HUDDER
ASSISTANT DEPUTY COMMISSIONER FOR TAX ANALYSIS

February 6, 1986

Ms. Maxine Gillman
Secretary and Counsel

One World Trade Center
Suite 8901

New York, New York 10048

Dear Ms. Gillman:

The Office of Tax Policy Analysis has examined the potential effect
of the sales tax exemption provision of the draft Oopportunity %one legis-
lation on Wew York City. It is our opinion that any resultant reduction
on current sales tax revenue would be negligible.

The potential impacts are minimized because the proposed legislation
limits the designation of zones to severely econcmically depressed areas.
In addition, the legislation creates a certification process to ensure
that the intent of the law which is new business development not the relocation
of ongoing businesses is carried out.

The requirements that must be met before an area can be designated
as an opportunity zone are stringent:

o Fifty percent of the residents of the area must have income
levels below the poverty level.

o At least twenty-five percent of the area must be available for
industrial or commercial development.

Q The area within the proposed opportunity zone cannot exceed
100 acres.

o Only one opportunity zone designed within the first 18 months
can be located within the same county.

Contiquous areas can be designated as part of the opportunity zone
if it meets at least one of the following criteria:

o} Thirty-three percent or more of the households receive public
asgistance.
o gixty percent or more of the unemployed persons resident in

the area were unemployed for at least 15 weeks.



The sales tax provision exempts only half the receipts from purchases
of materials used to construct, expand or rehabilitate real property in
an opportunity zone. Only commercial or industrial property, not including
property used by one or more retailers, qualifies. Also, the material
must be actually incorporated into the real property to qualify. Because
of these restrictions and those mentioned above, the sales tax exemption
(which actually involves applying for a refund) will apply primarily to
sales that would not have taken place without the zone. Furthermore,
because only half the sales are exempt, in some circumstances, the stimulation
of construction in a zone could lead to a sales tax revenue increase.

Sincerely,

}),/M A v//féﬁ

John J. Hudder
Assistant Deputy Commissioner
Tax Policy Analysis






