One World Trade Cen..r, Suite 8901
New York, New York 10048
Telephone: (212) 775-0010

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
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GOVERNOR'S PROGRAM BILL
19886

KENORANDUN

RE: AN ACT to authorize the creatloeon of
cpportunlty zones in varicus
cities, countias, towns and
villages within the State and
tc amend the general municipal
law, the New York satate urban
development corpcraticn act,
the tax law, the labor law,
the public authorities
law, the real property tax law
and the executive law, in
relation therstc

Purgosa H

The purpose of this legislation is to establish the legal
structure for lmplementing opportunity zenes In New York State.
Municipalities and state agencies and authorities are empowered
o take the nesessary steps in order to vreate thass special
econonie dsvelopmant zopes. This legisglaticn is intended to
stimulate the creation of new jops particularly for disadvantaged
workars, the underemploved and the long—-term unemployed who
reside 1ln distressed ragions,

summary of Provisions:

Section 1 addsm a new Articls 18-B to the general municipal
law to praate the New York gtate opportunity zones act. This
gection ingludes a statemant of legislative findings and purpose,
provides definitions of certain terme, sets forth criteria for
the designaticn, redesignation and tarmination of an cpportunity
zone, provides for the adminietration of opporrunity zones and
sets forth certain special bensafits for individuals and
businesses that participate in opportunity zones.

Section 2 amendm Section §8% of the Executive Taw to permit
regulatery agencies and the office of businsess permits and
regulatory assistance to establish an expedited budiness permit
aEslatance program pragram.

Section 3 amends BSection 21 of the Lahor Law to permit the

creation and coordination of job tralnlng programs in opportunity
zenes,

Section 4 amends Section 1828 of the Public Autheorities Law
to direct the job development authority to provide an expedited
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. (o
financial assistance process for businesa concerns logated or to <<
, be located within an opportunity zones.

Beation 5 amends the Urban Development Corporatien Act and
requires the Urban Development Corporation to establish a loan
fund, using hign risk targeted investment funds, to make loans to
business concarns located or tu ba located within an opportunity
ZOnas,

Section 6 adds & newW section 485(e) to the real property tax
law which provides for an exemption from real property taxes for
a perlod of seven veara. .

Sectlon 7 amends Section l86-a of the Tax Law by adding a ~1
new subdivision 8 which provides for a tax ¢redit tc utilitiles

which ssll low cost anergy to businesses located in opportunity
ZONES.

-

Section 8 adds new subdivisions 12~8 and 12-C to seaction 210
of the tax law to provide an investmant tax credit and an
employment incentive credit agalnst corporete franchise taxes
owed by new Yorkx corporations for investments made in buildings
and other tangible property logated in opportunity zones.

Sacticn 9 reletters existing subdivision nineteen and adds =2
new subdiviepion ninetesn to section 210 of the tax law, to
provide a credit for wages paild to employess of an opportunity
zone who are rasidents of opportunlty zones, who receive public
assistance henefits or who qualify for benefits under the Job
Training Partnership act, P.L. 97-3CC.

Section 12 relettars axisting subsection {3} of sectlion 608
of the tax law and adds a new subsection (j) to provide to
individuals a tax credit similar to that provided by section B of
the bill with respact to husiness corporations, for investments
in opportunity zone property (but not lncluding an emplcyment
ingentiva credit). Saction 13 makes certaln technical changas to
the tax law wlth respact to such cradits.

Section 14 amends Section 606 of the Tax Law by adding a new
subsection (k} whieh provides to individuals tax credits for
enploying the Designmited Emplovees, similar to those provided in
gection 9 of ths bill to husiness corporaticns. Sections 10 and
11 make certain technical changes to the tax law with raspegt to
such parsonal income tax creditcs.

Sagtion 15 provides for the parsonal income tax subtraction
creeted in saction 16 ¢of the bill.

Saction 16 adds a new subeection (%) to section €l2 (¢} of
thae tax law which provides for an exclusion aof income sukject to
state personal income tax of up to 100% of long-term capital
gains, lnsofar as included in federal adjusted gross ilncome,
earned by a person on the male of a security issued by & business
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locatad in an nﬁpcrtunity zone., Sections 17 amends 612 (p) to
extend the new buasiness investment deferral provision to include
opportunity zone investments.

Secticns 18, 19, 20 and 21 make technical modlfications
relating to the personsl income tax changes made by the bill,

Section 22 amends mestion 1119 of the tax law to provide a
purchaser of building materials for use in conscructing or
rehabiliteting structures in an opportunity zone a_refund or
q_ggiﬁugf_ggigs taxes paid onsuch building materials. ~

gaction 23 smends Sectlon 1456 of the Tax Law by adding new
subsections (e} and (£f)] to Section 1456. Bubsection {(e) providas
s bank with a tax cradit on interest income earned on loans made
ro buginesses located in oppertunity zones. Subsection (f)
provides banks with the credit given to businesses and
individuals for wages paid to certain employees 2a provided in
section 8 of the bill. Sections 24 and 25 make tachntical
corrections relating to these new credlts.

Section 26 amenda Section 1511 of the Tax Law by adding two
new subdivisions (g) and (h)} thereto, sSubdivision {g) provides
insurance companies with the credit far providing jobs to certain
erployees ap in secticn 8 of the bill. Subdivision (h) provides
insurance companies with a tax credit for premiums earned on
insurance policles written to insure bueinessas located in
opportunity zones.

Existing Laws

There is no exlsting law in Bew York State oOn the subjeck of
opportunity zones. This bill, however, amends varions sections
cf New York Law, including the Manicipal Law, the Tax Law, the
public suthorities Law, to facilitate the egtablishment of
opportunity 20nes.

Statementc in Support:

Naw York's most distressed communities do not share in the
State's improving econcmy. While soma ragions enjoy lncreased
joh cpportunities, rising wages and low unemployment rates,
others contirnue to be burdened with high ractes of poverty, little
or no growth in job opportunities, unemployment rates at least
twice aa high as the Btatewide average, and little hope For the
future. PFor decades, these aresas have posed lntractable problems
for State and local economic policymakers. At the same time,
these arsas have several development advantages vwhich could
support tew business development and job growth. Many distressed
communities include substantial public transportation, highway
and road service, skilled labor, and vacant or public lands
guitable. for business development,

e e e A LR O LM LY,

wiu LGLYSTLEd tO Herve the specific needs of distrepsed areas and
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Without special finenclal and technical assietance from the
State and a corresponding commitment from local governments,
thare 15 no reasan to believe that these copmunities will be able
to provide adeguate amployvment or busirness opportunities in the
near or diatant future. If economic stagnation is to end, the
State mist design and implement a coordinated program of
financiel and technical asaistance targetted to those communities
in the greatea® distress, focussed on populaticns in the greatest
need, and implementad in concert with public and private local
institutionﬁ.

Cver the pawst 20 years, parts of the State have shown a
remarkable capacity for economic adaptation and growth., In parts
of Manhattan, on Long Island, in the Hudson Valley, and in
Rochester, Syzracuse and Binghamton, local rescurces have been
explcoited successfully to create diverse an.d rasilent economies,
Other regions have baen unable to regsnerate themselves on thia
scale or at this pace.

Five regions of the State appesar to suffer the greatest
econonic distress: Buffals, the boroughs of Brooklyn, the Bronx
and Queens of New York City, Utica-Eome and Elmira are afflicted
by long-texm decline and stagnationy North Country communities
have relied on low wage service employment and temporary and
seascnal work. Each of these regions has a disproportionste
share of the State’s long-tarm unemploved and poor. And, within
these region&, poverty and joblessness are <oncentrated in
distinct census tracts and among minority populations. To have
any significant impact on the economic llves of these localitiesn,
State development assistance must be focusssed on the affected
populations, it must ba enhanced to promote entreprenaurisl
auccess, and i1t must be cffered in partnership with the
localities themselves,

Economic growth on Long Isiand, in Poughkeepsie oY in parts
of Manhattan will not "spill over™ into the 8tete’'s digtressed
ragiong. Job growth in our strongest regions will net be so
great as to craate lahor shortages and attract significant
numbers of distressed area reaidents to move to suburban
employment opportunitiea, There will not ke encugh new jobs
created for this to happen., WNew jobs for the unemployed and poor
in our distreased areas will have to be created in thoss arsas,
and the Srtate's economic development apparatus must be redesigned
and targetted ¢tc serve tha specific needs of distressed areas and
disadvantaged populestions.

Regional Joblezsness and Povarty

Although New York Clty still provides more jobs than 42 of
the nation'a 50 states, since 1960 more than 1.5 million pegple
have moved out of the City, and more than one half its
manufacturing jobs have digappeared. In 1%80, about 1.3 miliion
pecple living in the Clty were defiped as poor. One in every
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three Blacks and nearly cne half the City‘s Hispanic population
are cqQunted as poor.

Job logges and poverty have been concentrated most heavily
in Brooklyn and the Bronx. Bstwaan 1570 and 1980, the Bronx lost
Just undar a guarter of all its jobsg Brooklyn lost 15 percent.

& full 25 percent of all families living in the Bronx hava
incomes below poverty, while 21 parcent of Brooklyn families are
poor, as ara 19 percent of those whg live in Manhattan, In New
York City, the 1580 census revealed there were 120 census tracats
in which at least half the residents of those tracts had incomass
below the poverty level. .

in Western New York, the distress suffered by the Buffalo
area stands cut for its magnitude and pervasiveness. Since 1980,
the area has lost mors than 44,000 jobs., More than 75 percent of
the sBteel industry's jobs are gonms, and virtually every industry
offers fewsr jobs than it did in 1970. The area's dependence on
governmenit transfer payments (Social Security, unemployment
insurance, etc,) as a part of personal income hae grown by 75
percant since 1570.

The Utica~Rome erea has lost 35 percent of its manufacturing
jobs in the last 13 years, and there has been no net increase in
total employment since then. Total personal income for the area
wag the second lowest in the State. Its dependence on tranafey
payments was even higher than that of wastern New York.

The Elmira regional economy never recovered from the 1§70
and 1980 recassions. Nearly half itg manufacturing jobs have
evaporatad. Total employment is down about 10 parcent just since
1879, and almest all these job logses were in manufacturing.

Average personal income for the North Country is only
two=thirds that of the State average. The jobless rate for the
entire ragion has not fallen below 10 parcent since 1375, and
sbout 15 psreent of all North Country residents had incomes below
the poverty level in the last census.

Minority Joblegsness

In 1980, there were 1l counties contzining census tracts
with unemployment rates twice as high as the Statewids
average. Two hundred and sixty-sight of those census tracts were
in Kings, Brohx, New York and Queans Countles; ancther 126 tracts
with Jjobless rates twice the State average ware concentrated in
Erie, Monros, Qneids, Oswago, Niagara, Onondaga and Warren
Counties.

Minority groups, particularly Blacke and Hispanics, continue
tc offer the higheat rates of unemployment. For example:
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0 Average annual unemployment for Blacks was 14 percent in
1982, comparsd with 10 percent for all groups end 8 percent for
Whites.

© Amcng Minority teenagers, unemployment is pervasive: 48§
percent of Black teensgars are unemployed, compared with 27
percant for Whites.

¢ Among Blacks the labor participation rate for men was
significantly lewer than for Whites (65 percent to 71 percent).
Comparable data for the Hispanic population ls net available.

The New York Opportunity Zones program would attract
industrial development in New York State to the zope areas chosen
in our distressed areas. The unique combination of incentives by
both city and state governments would craste some of the most
econcmically attractive industrial sites in the Btate.

The sites will be particularly attractive for the location
of new plants by in state corporations or cut=of-stats
corporations which ave planning labor intersiva manufacturing
operations. A& the program is designed specifically for their
neada, they will guickly see the sunatantial economic advantages
©f locating in one of New York's Opportunity Zones.

Since these companies will primarily be hiring skilled and
semi-skillad labor, their hiring will reduce paverty and high
unemployment in the State's distressad areas. Over & ten vear
pericd, emplovers in each opportunity zone will hire thousands of
people, including many who are unemployed or on Public
asgigtance, 7The attandant economic activity will also improve
the overall attractiveness of the community For businesses,
residoncies, and additional economic growth.,

Budget Tmplication:

The bill will have an impact upon the State budget in two
ways: 1} reduction in certain tax revenues, 2) and an increass in
other tax revenG®s, In one Btudy done on the figcal impact of
six opportunity zones, it was calculatved that within five vears
from inception the program will generate 5,100 new jobs, §i20
million in new investment, and $22 million in revenues to the
state., Increases in State tax revenuas and reductions in public
g@sistance coats would increase steadily, from $8506,000 in yesr 1

to §7.2 million in vear 5. ng_ifzear total ggax*IQELQE“EEE%S
would be 524 million, increasing from $1.75 million in year 1 to
$6 million it year 5. In the early years of the program, costs
cutweight benefits by approximately $I million per ysar and the
banefits-to-cost ratiec varies from 0,48 in yvear 1 to 0.%7 in year

4. By the fifth year, benafits exceed costs with a ratio of
1.20,

The specific extent of the budget impact is difficult to
ascertain without knowing how many opportunity zones will be
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craated, where they will ba created and the amount of tax revenue
generatad by thome areas before they are deslgnated as

opportunity zenes. It 18 our view, however, that this
legislation will be a net revenue producer i1f viewed beyond the

short term. Areas which would qualify as opportunity zones do
not now produce any significant tax revenues. Therafore, no = .
BIgnificARt tax revéenues will be lost hy dagignating such sreas
¥ Gpportunity zonasg

. Onge an area has been revitalized through
dpportunity zone incentives, any revenuee lost in the short term

will be recovered. The intangible benefits of area

revitalization and raduced social costs assoclated with poverty
_are not included in ¢he above estimates.
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STATE oFf NEW YORK ;

HEPARTHENT OF TARATION AND FiNANCE
ALBANY, MY 12227

JOHM 4, HUDDER
ABEISTANT DEFUTY COMMINTIDHER FOR TAX ANALYRIE

raebruary &, 1986

Mg, Maxine GLiIlman
Sacratary and Counmel

ona wWorld Trade Canterx
Buite B30L

Waw York, Waw Tork 10C48

Dear Ms. 5illman:

Tha Gffice cf Tax Policy Rnalysis has examined the potential effect
of the salas tax exemption provision of the draft Opportunity Zooe legisg-
jation on New York City. It is our cpinicn that any ragultant raeduction

_ on gurrent gales tax revanus would be negliginle,

The potentlal impacts are pipimtzed hasausa the pruposaed lagtalation
limits the designatlon of zonspz Lo gaverely socnomioally depressaed aAreas,
In addition, the legiglatiorn cra=ates a certification procees to adgurae
that the intest of the law which las naw husinoss development not the ralocatian
of ongoing busireasea is carried out.

Tha reguiremcots thak must be met pafora an ares can hs deslgnated
ae apn opportanlity zooe arae stringent:

o Fifty parcanc of tha residents of the area muast have income
levels below the poverty lavel.

o At lanat twenty-five percent of the ares nust ba available for
spdugtrial or comrarcial devalopment.

@ Tha araaz within the propoped opportunity zone sagpot excaad
100 acres.

o] Only ons apportunity zone designed within the fireat 18 nontha
can be Lopatad within the sams county.

Contigqusus areas can be designatsd as part. of the opportunity zone
if Lt mmeta at laaat osnes of the fallowing eriteriaz

& Thirty-thrae psroent ar mors of the housasholds receive public
amsigtance,
o S§ixmty percant or more of the unemployed pcrsons reatdant in

‘the srea were unenpleoyed for at least 15 waaka.

1



STATE OF NEW YORK

DEPARTMENT OF TAXATION AND FINANCE
ALBANY, NY 12227

JOHN J. HUDDER
ASSISTANT DEPUTY COMMISSIONER FOR TAX ANALYSIS

February &, 1986

Ms., Maxine Gillman
Secretary and Ceounsel

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 Opportunity Zone legis-
lation on New 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 economically 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.

o 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.

Contiguous 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
assistance.
o Sixty 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 gqualify. Because
of these restrictions and those menticned 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. Purthermore,
hecause 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,

John J. Hudder
Assistant Deputy Commissioner
Tax Policy Analysis
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GOVERNOR'S PROGRAM BILL

1988

RE: AN ACT te¢ authorize the Qereation of
Spportunlty zones in varicus
cities, countias, towns and
villages within the State and
tc amend the general municipal
law, the New York state urban
development corporation act,
the tax law, tha labor law,
the public authorities
law, the real Property tax law
and the executive law, in
relatioh theretc

PurEﬂSa:

The purpose of this legislation 18 to establish the legal
structure for implementing opportunity zones in New York State.
Municipalitiers and estate agencles and authorities are empowared
to take the necessary stepe in order to Create thess special
econonmic davalopment » This legislarticn is intended wo
B ulate the creation of new Jjobs particularly for disadvantaged
workere, the underemployed and the long-term unemployved who
regife in distresased ragions,

Eummary of Provigions:

Section 1 adds a new Articie 18-B to the general municipal
law to create the New York state opportunity zones act., This
section ingludes a statement of legisistive findings and Mrpose,
provides definivicna of certain terme, sets forth griteria for
the designation, redesignaticn and termination of an opportunity
zone, provides for the administratiop of oppertunity zones and
sets forth certain special hensfits for individuals and
businesdss that participate in opportunity zones.

Section 2 amends Section 88§ of the Executive Law to permit
regulatory agencies and the office oFf business permits and
ragulateory assistance to astabiish arn expeditad business permie
aEsistance program program.

Section 3 amends Section 21 of the Lahor Law to permit the
creation and coordination of Job tralning programs in opportunity
zones,

Section 4 amends Section 1328 of the Public Authorities Law
to direct the job davelopment authority to provide ap expaedlterd
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financial assiztance Process for business concsrns located or to <(
be located within an opportunity zones.

Secticn 5 amends the Urban Development Corporation Act and
requireg the Orban Development Corporation ts establish a loan
fund, using high risk targeted investment funde, tc make loang to
business concerns located or to ha located within an oppertunity

Rection £ adds a new gection 485 (e) to the real property tax
law which provides for an exemption from real property taxes for
& pariod of zevan vearsa.

Section 7 amends Seection l86-a of the Tax Law RY adding a “7_
new subdivision 8 whieh provides for a tayx credit to utilities
which ®sell low cost anexrgy to busiresses locatad in opportunirvy
ZONnes.

Section 8 adds new subdivisions 12~ and 12=C ta section 210
of the tax law tao Provide an investment taw credit and an
enployment incentive credit ayalnst corporaste franchise taxes
owed by new York corporations for investmants made in buildings
and othear tangilbile broperty lovated in oppartunity zones.

3ection 12 relettara axisting subssction (1) of section 60%
of the tax law and adds a new pubsection (j) tc provide to
individuales a tay cradit simiiar to that provided by section B of
the bill with respact to business corporations, for investments
in opportunity zone pProperty (but not including an enployment
ingentive credit}. BSaction 13 hake# certaln technical changes to
the tax law with respact to such cradits,

subsection (k} whieh provides to individuals tax credits for
employing the Deslsneted Employeas, similar to thoge provided in
gection 9 af the bill ke businass corporations. Sectiens 10 ang
1l make certain techpigal changas to the tax law with raespect +o
such personal ingome tax eredics.

Sectlon 15 provides for the pergonal income tax subtraction
Creeted in section 1§ of rhe bilji.

Saction 16 adds a new Bubsaction (t) to section €le (g} of
the tax law which pProvides for an exclusion of income subject tg
state personal income tax of up to 100% of long~term capital
gaing, insofar ag lacluded in federal adiusted grosa income,
earned by & person on the sale of 5 Sequrity ilssued by 2 buginass
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locatad in an oppertunity zone. Sections 17 amends €12 ({p} +to
axtend the naw busineas investment doferral provigion to include
Opportunity zone investmants.

Sections 18, 19, 20 and 21 make technical modiflcations
relating to the personal income tax chenges mada by the bill,

Section 22 amends sestdan 1119 of the tax law to provide a
purchaser of bhuilding materials for uge in conecructing or
rehabllitating structures in an opportunity zone a_refund or
credit of sales taxes paid onsuch building matertals, o
LEEL O s2le

Saction 23 amends Saction 1456 of the Tax Law by adding new
subsections lej and {£] to Section 1455, Subsection (e) praovides
& bank with a tax credit on interest income earned on loans made
to businesses located in opportunity zones. Subsection (f)
provides banks with the credit given to businesses and
individuals for wagee paid to certain enployeer am provided in
section 8 of the bill. Sectiong 24 and 25 make technigal
corrections relating to thegss new creditsg,

Section 26 amends Section 1511 of the Tax Law by sdding two
new subdivisions (g) and (h} thereto. Subkdivigien {g} providasg
insurance companies with the credit far breviding jobs to gertszin
employees as in secticp 8 of the bill. Subdivision {(h) provideag
insurance companies with a tax credit for premiums earned on
insurance policies writtan te insure businesses located in
opportunity zones.

Existing Laws

There is no existing law in New York Etate on the subject of
opportunity zones. Thig bill, however, amsnds various gections
cf New York Law, including the Manicipal Law, the Tax Law, the
Pubklic Authorities Law, to facilitate ehe egtablishment of
opportunity zones.

Statemenc in Suppore:

Wew York's most distressed communities do not share in the
State’s improving gzonomy. While some regions enjoy increased
job epportunities, riging wages and low unenployment rates,
others contirue to he hurdened with high ratces of poverty, little
Or no growth in dob opportunities, unemployment rates &t least
twice am high as the Statewlde average, and Littie hope for the
future, Por decades, these areas have posed intractable problems
for State and local economic policymakers. At the same time,
thege aress have several development advantages which coulg

cormunities include substantial public tranaportation, highway
and road service, skilled labor, and vacant or puklic lands
suitable. for business devalopment,
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State and a corresponding commitment from lagal governments,
thers 15 no reasar to belisva that these communities will be able
to provide adequate amployment or bhusinesgs oppurtunities in the
nsar or diatant futuras, If economic stagnation is eo end, the
State mist design and implement a coordinated program of
financial and technirnal agsslstance targetted to those communities
in the greatagt distress, focussed on populaticons in the greastent
need, and implemented in concert with bublic and private Iocal
institutions.

Over the pawt 20 ysars, parts cf the State have shown a
remarkakle capacity for economic adaptation and growth, In parts
0f Manhattan, on long Ialand, in the Hudson Vallay, and in
Rachester, Syracuse and Binghamten, lucal resources have been

Five regions of the State appsar to suffer the greatest
econonic distress: Buffalg, the boroughs of Brooklvh, the Bronx
and Queesns of New York City, Utica-Eome and Elmira are af cte

seagstnal work. Each of theae regions has 2 disproportionate
share of the Stata'’g long~tarm unamploved and poor. And, within
these regions, poverty and joblegsnezs are concentrated in
distinct census tracts ang among mincrity populations, To have
any significant impact on the economic lives of these localitiea,
State develcpment assistance must be focussed on the affected
populations, it megt be enhanced to promate entreprenayrial
success, and 1t must be offered inp partnership with the
localities themselves.

Economic growth on Long Island, in Poughkeepsie or in parts
of Manhattan will! not "spill over”™ into the State's distressed
ragiong. Job growth in our strongest regions will not he so
great as to create labor shortages and attract gignificant

employment opportunities. There will not be encugh new jobs
created for this to happan. Kew jebs for the unemployed and poor
1ln cur distressed areas will havea to be ecreated in thoss arass,
and the Srate's economic development apparatus must ba redesigned
and targetted to serve tha specific needs of distressed areas and
disadvantaged pehulations.

Regional Johlezsness and Poverty

Although New York City still provides meore jobe than 42 of
the nation's 50 states, since 1960 more than 1.5 million peaple
have moved out of the City, and more then ons half ies
manufacturing joks have dizappeared. In 1530, about 1.3 miliisn
pecple living in the City were defined as PORr. 9One in every
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three Blacks and hearly one half the City's Hispanic population
are cgunted as poor,

Job losges and povarty have heen concentrated most heavily
irn Brooklyn and the Bronx. Betwean 13979 and 1980, the Bronx los+
Just under a quarter of all its jobs; Brooklyn lost 185 percent.

A full 25 percent of all families living in *he Bronx have
incomes balow poverty, while 21 percent of Breoklyn familieg are
peor, as arae 19 percent of those who ILive in Manhattan, Ip New
York City, the 1580 census revealed there were 120 census traots
in which at Isast half the residenta of thosge tracts had incomas
below the poverty lewvel,

In Western New York, the distresg suffered by the Buffale
area atands cut for ey magnitude and pervasiveness, 8ince 1980,
the area has lost mora than 49,0060 jobs, Mors than 75 percent of
the steel industry's jobs are gons, and virtually every industry
offers fewsr jobs than it dicd in 1970. THe area’s dependence on
government trangfer raymenta (Bocial Security, unemployment
insuranga, ete,) as a part of Personal income has grown by 75
percant since 1570,

The Utica~Rome area has lost 35 parcent of its manufacturing
joks in the last 13 YRars, and there has been ng pet ingrease in
total employment since then., Toral perasonal income for the area
was the socond lowest in the State. Ita dependance on tranafey
payments was even higher than that of Western New York.

The Elmira ragional economy never recoverad from the 1970
and 1980 recesmiong, Nearlv half i¢g manufacturing jabs have
evaporatad. Totel! employment ig down about 10 percent just since
1979, and almost all these job losses were in manufacturing.

Average personal income for the North Country is only
two-thirds that of the State average. The jobless rate for the
entire ragion has not fallen below 10 percent gince 1875, ang
about 15 percent of all North Country residents had incomes helow
the poverty lavel in the last census,

Minoritx Joblessnegs

average. Two hundred and sixty~eight of thosas Cengus tragta ware
in Kings, Bronx, New York and Queans Counties; anothsr 126 tracts
with Jlobless rates twies the State average ware concentratad in
Erie, Monroe, Oneida, Cawego, Riagara, Onondaga and warren
Counties,

Minority graups, particularly Blacks and Hispanics, ¢ontipue
tG offer the higheat rateg of unemployment. ror example:
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Q Average annual unemployment for Blacks waz 14 percent in
1982, compared with 10 percent for all groups and 8 percent for
Whites.

9 Amcng Minority taenagers, unemployment is pervasgiva: 45
percent of Black teenagars are unenployed, compared with 27
percant for Whites.

© Among Blacks the labor participetion rate for men wag
significantly lower thanp for whites (65 percent tec 71 percent},
Comparable data for whe Hispanic population ism not available,

The Wew York Opportunity Zones pregram would attract
industrial development in New York State to the zone arasas chosen
in ocur distresaed areas. The unique combinstion of incentivag by
both eity and state governments would creata some cf the most
econourmically sttractive industrial sites in the State,

operaticns. Ag the program is designed gpecifically for their
nesda, they will quickly sse the subatantial economic advantagas
¢f locating in one of New York's Opportunity Zones.

Since these companies will primarily be hiring skilled and
demi-skilled labor, their hiring will reduca poverty and high
unemployment in the State’'s distrossad areas. Over a ten year
pericd, employers in each opportunity zcone will hire thousands of
people, including many who are unemployed or on rubklic
assigtance. fThe attandant fconomic aceivity will also improve
the overall attractiveness of the community for businesages,
regidencies, ang additional economic growth,

Budget Implication:

The bill will have an impact upon the State budget in two
ways: ) reduction im certain tax revenues, 2) and an increass in
other tax‘?E?EHEEET__TE—EEE_EEE3§ done on the fiscal impact of
Bix opportunity zones, 1t wasg v#lculated that within five years
from inception the Program will generate 5,100 now jobes, si2¢
million in new investmsnt, and $22 million in revenues to the
state. Increases in State tax revenuas and reductions in publig
a@sistance coats would ingrease Bteadily, from $850,000 in Year 1
to 7.2 million in year 5, nghifyear total ¢ he State
would he 524 million, increasing FTrom &1, 75 mi%iﬁaigzﬁhEEEF“f“ta
$6 m On 1n year 5. In the early vears of the Drogram, c¢osts
outweight hanefits by approXimately $I milijop per year and the
bangfits-to-coet ratip variges from 0,48 in year 1 to 0,87 in yaear

- BY the fifth year, banefitg exXceed costs with a ratio of
1.20,

The specific extent of the budget impact iz difficuit +o
ascertain withouyt knowing how many OpPortunity zones will he
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a Average annual unemployment for Blacks was 14 percent in
1982, compared with 10 percent for all groups and 8 percent for
Whites.

0 Among Minority teeneagers, unemployment is pervasive: 48
percent ¢f Black teenagers are unemploved, compared with 27
percant for Whites.

© Among Blacks the labor participstion rate for men was
significantly leower than for Whites (6% percent +o 71 percent).
Comparable data for the Hispanic population is not available.

The New York Opportunity Zones program would attract
industrial development in WNew York State to the pone areas chogen
in ocur distressad areas, The unique combination of incentives by
both city and state governments would creste some of the most
economically sttractive industrial mites in the Stata,

The sites will be particularly attractive for the losation
cf new plants by in state corporations or out=cf-state
corporations which are planning labor intensive manufacturing
cperatiana, As the program is designed specifically for their
reeds, they will quickly see the subatantial economic advantages
oL locating in one of New York's Oppeortunity Zones.

Since these companies will primarily be hiring skilled and
semi-skilled labor, their hiring will reduce poverty and high
unemployment in the State's distressad areas., Over & ten Yyear
period, employers in each opportunity zone will hire thousands of
people, including many who are unemployed or on public
asslgtance. The attandant economic aceilvity will also improve
the overall attractiveness of tha community for buaineases,
residencies, and additional economic growth,

Budget Tmplication:

The bill will have an impact upon the State budget in two
ways: 1} reduction in certain tax revenues, 2) and an increass in
other tax revenl®s. In one ptudy done on the fiscal impact of
six cppertunity zones, 1t was calculated that within Five vears
from inception the program will generate 5,100 new jobs, $124
million in new investment, and $22 million in revenues to the
state. Increases in State tax revenuas and reductions in public
aseistance costs would increase pteadily, from §850,000 in vear 1
to 37.2 million in year 5. The 5 year total_ggﬂt_tﬂ_iﬁﬁ_éEE%E
would be 524 million, lhcreasing From §1.75 million in year £0
$6 million in vear 5. In the early vears of the Program, costs
outweight benefita by approximately $1 million per year ang the
banefits-to-cast ratic varies from 0.4% in year 1 to 0.%7 in yaar
4» By the fifth ysar, benafits exceed costs with & ratio of
1,20,

The specific extent of the budger impact is difficult to
ascertain without knowing how many opportunity zones will be
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craated, where they will ba created and the amount of tax revenue
generated by thome areas hefore they are designated as
opportunity zones. It is our view, howaver, that thisg
legislation will be a net revenue producer if viewed beyond the
short term. Areas which would qualify#gg_gppnxgggigx_ggggg_go
not now produce any significant tax revenuas, Therafore, no
Blgnificent tax reévenues will be lo

nating such areag
BE Opportunity zonas. Once an area has begen revitalized through
Spportunity zone incentives, any revenues lost in the short term
will be recovered. The intangible benefits of area
revitalization and reduced szocial costg agsocliated with poverty
. ére not included in the above egtimates,




