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May 21, 2014 

New York State Tax Reform Update
Qualified manufacturers subject to the New York State Business Corporation Tax may now 
pay no tax on business income earned in New York.
 
Recently enacted New York State tax reform legislation allows qualified corporate manufacturers to reduce the 
tax rate on business income to zero for tax years beginning in 2014 and thereafter. The reform includes a 
provision that allows manufacturers that have Investment Tax Credit (ITC)–eligible property in New York State 
with a federal tax basis of as little as $1 million to qualify. Corporate manufacturers that meet this minimum 
property requirement must also meet certain additional requirements, including the following: 

 More than 50% of the manufacturer’s gross receipts must be derived from the sale of its manufactured goods. 

 Combined filers must meet the 50% test on a combined basis. 

 
In addition, the following is noteworthy: 

 The distribution of natural gas and generation, the distribution of electricity, and the related production of 
steam are not considered manufacturing. 

 ITC-eligible property includes property depreciable under Internal Revenue Code (IRC) Section 167 with a 
useful life of four years or more acquired by purchase per IRC Section 179(d) and principally used by the 
taxpayer in the production of goods by manufacturing, processing, and assembling, or certain other activities. 

 
Although having at least $1 million of ITC-eligible property is not the only way a manufacturer may qualify for the 
zero tax rate, the key takeaway is that an out-of-state manufacturer that is a New York State corporate taxpayer 
may eliminate its tax on business income by simply acquiring as little as $1 million in qualified property.

Contacts 
If you have any questions or would like more information on the issues discussed in this LawFlash, please contact 
any of the following Morgan Lewis lawyers:  

New York 
Jonathan Robin 212.309.6757 jrobin@morganlewis.com   
Cosimo A. Zavaglia 212.309.6646 czavaglia@morganlewis.com   
 
Palo Alto 
William H. Gorrod 650.843.7221 wgorrod@morganlewis.com  
 
About Morgan, Lewis & Bockius LLP 
Founded in 1873, Morgan Lewis offers more than 1,600 legal professionals—including lawyers, patent agents, 
benefits advisers, regulatory scientists, and other specialists—in 25 offices across the United States, Europe, 
Asia, and the Middle East. The firm provides comprehensive litigation, corporate, transactional, regulatory, 
intellectual property, and labor and employment legal services to clients of all sizes—from globally established 
industry leaders to just-conceived start-ups. For more information about Morgan Lewis or its practices, please visit 
us online at www.morganlewis.com.  
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IRS Circular 230 Disclosure 
To ensure compliance with requirements imposed by the IRS, we inform you that any U.S. federal tax advice 
contained in this communication (including any attachments) is not intended or written to be used, and cannot be 
used, for the purpose of (i) avoiding penalties under the Internal Revenue Code or (ii) promoting, marketing, or 
recommending to another party any transaction or matter addressed herein. For information about why we are 
required to include this legend, please see http://www.morganlewis.com/circular230.  
 
 
This LawFlash is provided as a general informational service to clients and friends of Morgan, Lewis & Bockius LLP. It should not be construed 
as, and does not constitute, legal advice on any specific matter, nor does this message create an attorney-client relationship. These materials 
may be considered Attorney Advertising in some states. Please note that the prior results discussed in the material do not guarantee similar 
outcomes. Links provided from outside sources are subject to expiration or change. © 2014 Morgan, Lewis & Bockius LLP. All Rights 
Reserved. 

 
 


