THE CITY OF NEW YORK
DEPARTMENT OF FINANCE

NOTICE OF RULEMAKING

Pursuant to the power vested in me as Commissioner of Finance by sections 389(b) and 1043
of the New York New Y ork City Charter and section 11-537 of the Administrative Code of the City of
New York, | hereby promulgate the within amendment to the Rules Relaing to the New York City
Unincorporated Business Tax.

/S Andrew S, Erigtoff
Commissoner of Finance



Section 1. Paragreph 1 of subdivison (a) of section 28-02 of the Rules of the City of New York
Relating to the Unincorporated Business Tax, promulgated August 23, 1985, is amended to read as
follows

(8 General. (Adminigtrative Code 811-502(a)). (1) Except as otherwise specificaly provided in this
chapter of these [regulations] rules, an unincorporated business means any trade, business, profession or
occupation conducted, engaged in or being liquidated by an individua or by an unincorporated entity,
including a partnership or fiduciary, [or] a corporation in liquidation, or an unincorporated entity that has
elected under section 11-602(1)(b) of the Adminigtrative Code to continue to be subject to the tax
imposed by Chapter 5 of Title 11 of the Adminigrative Code for the period during which such eection

isin effect, but not including any entity subject to any City corporate business tax imposed pursuant to
Chapter 6 of Title 11 of the Adminigtrative Code.

§2. Subparagraph (i) of paragraph 4 of subdivison (a) of such section is amended to read asfollows:

(4) (i) Where an individua or other unincorporated entity carries on in whole or in part in the
City, two or more ditinct unincorporated businesses, al such businesses carried on in whole or in
part in the City shall be treated as one unincorporated business for the purposes of Chapter 5 of
Title 11 of the Adminigtrative Code. The gross business income and the unincorporated business
deductions of al such businesses must be reported in one return.  The deductions for the
compensation for services of the proprietor or the active partners and the unincorporated business
exemptions must be computed without regard to the fact that more than one business activity is
carried on by the entity.

83. Subdivison (a) of such section of such rules is amended to add a new paragraph 7 to read as
follows

(7) () An individud will not be treated as engaged in any trade, busness, professon or
occupation carried on within or without the City by an unincorporated entity in which such
individud owns an interest.

(i) For taxable years beginning on or after January 1, 1996, and for purposes of Chapter
5 of Title 11 of the Adminigrative Code, if an unincorporated entity owns an interest in
another unincorporated entity that is carrying on any trade, business, professon or occupation
in whole or in part in the City, the first unincorporated entity will be treated as carrying on that
same trade, business, professon or occupeation in whole or in part in the City, regardiess of
whether that trade, business, profession or occupation congtitutes an unincorporated business
for purposes of Chapter 5 of Title 11 of the Adminidrative Code. If an unincorporated entity
owns an interest in another unincorporated entity that is not carrying on any trade, business,
professon or occupation in whole or in part in the City, the first unincorporated entity will not
be consdered engaged in an unincorporated business based soldy on such ownership. The
provisons of this subparagraph (i) may beillustrated by the following examples:




Example 1: Partnership A is engaged in the purchase and sde of stocks and securities for its
own account in the City. In 1997, Patnership A is a limited patner in
Partnership B that operates a hotdl located outside the City and is not engaged
in any other trade, business, professon or occupation in whole or in pat in the
City. Patnership A will not be congdered to be carrying on a busness in the
City by reason of its ownership of an interest in B.

Example 2: The facts are the same as in Example 1 except that the hotd is located in the
City. Because Partnership B is engaged in a business in the City, under the
provisions of paragraph (7) above, Partnership A will be consdered engaged in
the business carried on in the City by Partnership B.

84. Paragraph 1 of subdivison (c) of such section is amended to read as follows.

(2) Partnership defined. The word "partnership” as used in these [regulaions]rules, includes,
in addition to its ordinary meaning, a syndicate, group, pool, joint venture or other unincorporated
organization, including a subchapter K limited liability company as defined in section 11-126 of the
Adminigrative Code, through or by means of which any business, financid operation, or venture is
carried on and which is not a trust, estate, corporation, or other entity subject to the tax imposed
by Chapter 6 of Title 11 of the Adminigtrative Code. See §828-02(a)(1) for the treatment of
unincorporated entities that elected to be subject to the unincorporated business tax under
Administrative Code 811-602(1)(b).

85. The exidting text of paragraph 1 of subdivison (g) of such section is designated as subparagraph (i)
and amended to read asfollows:

(9) Purchase and sale of property for own account. (Administrative Code 811-502(c)). (1)
Full self-trading exemption. (i) Taxable years beginning before July 1, 1994. Notwithstanding the
provisons of 828-02(a), for taxable years beginning before July 1, 1994, an individud or
unincorporated entity, other than a deder holding property primarily for sae to customers in the
ordinary course of his, her, or its trade or business, shal not be deemed engaged in an unincorporated
business solely by reason of the purchase and sale of property (redl or persond), and, for taxable years
beginning after 1976, the purchase, writing or sde of stock option contracts, for his, her, or its own
account. [For purposes of this subdivison (g), a deder in red or persond property is an individua or
an unincorporated entity with an established place of business, regularly engaged in the purchase of
property and its resale to customers, that is, one who (as a merchant) buys property and sdls it to
customers with a view to the gains and profits that may be derived therefrom. The trading by an
individua in securities and commodities, including, for taxable years beginning after December 31,
1976, the purchase, sdle or writing of stock option contracts, will ordinarily be deemed the purchase
and sde of property for his own account unless such transactions are connected with a business
regularly carried on by the individua. A builder or red estate developer who regularly subdivides red




property and sdls it as improved or unimproved lots likewise is conddered to be a deder for
unincorporated business tax purposes.] Where the purchase and sale of red or persond property is
connected with an unincorporated business otherwise regularly carried by the individud or entity, the
profits and income from such purchases and sdes will ordinarily be includible in the unincorporated
business gross income of the individud or [other] entity.

Example:  [A] For taxable years beginning before July 1, 1994, apartnership holding a
stock exchange seet, which buys and sdlls securities for its own account and
executes orders on the floor of the exchange for other securities brokers for
which it recaves commissons, mugt include in its unincorporated business
income both its trading profits and its commissons.

86. Paragraph 1 of subdivison g of such section is amended to add subparagraphs (ii) through (vi) to
read asfollows:

(i) Taxable years beginning after June 30, 1994 and before 1996. Notwithstanding
the provisons of 828-02(a), for taxable years beginning after June 30, 1994, and before
1996, an individua or unincorporated entity, other than a deder holding property primarily for
sde to cusomers in the ordinary course of atrade or business, shdl not be deemed engaged
in an unincorporated busness if the individud's or entity's activities condst exdusvey of the
purchase and sae of property, or the purchase, writing or sale of stock option contracts, for
his, her, or its own account or consst exclusvedy of such activities and the conduct of any
other activity or activities not otherwise subject to the tax imposed by Chapter 5 of Title 11 of
the Administrative Code. See subparagraph (iv) of this paragraph for the treatment of
individuds and entities receiving $25,000 or less of gross receipts from an unincorporated
business in addition to the purchase and sde of property.

(i) "Dealer” defined for taxable years beginning before January 1, 1996. For
purposes of subparagraphs (i), (i) and (iv) of this paragraph for taxable years beginning before
January 1, 1996, a deder in red or persond property is an individua or an unincorporated
entity with an established place of business, reqularly engaged in the purchase of property and
its resde to customers; that is, one who (as a merchant) buys property and sdlis it to
customers with a view to the gains and profits that may be derived therefrom. A builder or
red edae deveoper who regularly subdivides red property and sdls it as improved or
unimproved lots likewise is considered to be a deder for such purposes.

(iv) $25,000 test. Notwithstanding anything to the contrary, for taxable years beginning
after June 30, 1994, if an individua or unincorporated entity is engaged in the purchase and
sde of red or persond property, or the purchase, writing and sale of stock option contracts,
other than as a deder, for his, her, or its own account, and that individud or unincorporated
entity aso is engaged in one or more unincorporated businesses carried on in whole or in part
in the City, such individud or entity will continue to be treated as engaged soldy in the
purchase and sale of property for the individua's or entity's own account and, therefore,




digible for the full exemption, provided such individud or entity does not receive more than
$25,000 of gross receipts during the taxable year (determined without regard to any
deductions) from dl such unincorporated busnesses wholly or partly caried on within the

Gity.

(v) Taxable years beginning after 1995. For taxable years beginning on or after
January 1, 1996, an individua or unincorporated entity, other than a deder as defined in
paragraph (2) of this subdivison (g), shdl not be consdered engaged in an unincorporated
business solely by reason of:

(A) the purchase, holding, and sde for his, her, or its own account of property as
defined in paragraph (3) of this subdivison (q);

(B) the entry into, assumyption, offsat, assgnment, or other termination of apodtionin
any property as defined in paragraph (3) of this subdivison (Q);

(C) the acquistion, holding or disposition, other than in the ordinary course of a
trade or busness, of interests in unincorporated entities engaged solely in the activities
described in subparagraphs (v)(A) through (v)(D) of this paragraph (1); or

(D) any combination of the activities described in subparagraphs (V)(A) through
(V)(C) of this paragraph and any other activity not congtituting an unincorporated business
subject to the tax imposed by Chapter 5 of Title 11 of the Administrative Code.

(vi) Self-trading activities of individuals. An individud, other than a deder as defined
in paragraph (2) of this subdivison (g), engaged in the purchase and sde of red or persond
property for his or her own account, including, for taxable years beginning after December 31,
1976, the purchase, sale or writing of stock option contracts, and, for taxable years beginning
after December 31, 1995, the activities described in subparagraphs (v)(A) and (v)(B) of this
paragraph, will not be deemed to be engaged in an unincorporated business wholly or partly in
the City for purposes of this paragraph (1) unless (A) such transactions and activities are
connected with a business reqularly carried on wholly or partly in the City by the individud
himsdf or hersdf and (B) for taxable years beginning after June 30, 1994, the individud
receives more than $25,000 in gross receipts during the taxable year from such business
reqularly carried on. See 828-02(a)(7)(i) and 28-02(g)(1)(iv) of these rules. For purposes of
this paragraph (1), such transactions and activities will be consdered to be connected with a
business regularly carried on wholly or partly in the City if such transactions are effected in the
name of the business, are effected using funds hdd in banks or other financid inditutions in the
name of the business or if the assats resulting from such transactions are held in the name, or
for the account, of the business. Where the purchase and sale of real or persona property or,
for taxable years beginning after December 31, 1995, the activities described in
subparagraphs (v)(A) and (v)(B) of this paragraph, are connected with an unincorporated
business otherwise regularly carried on by the individud, the profits and income from such
transactions will be includible in the unincorporated business grossincome of the individud.




87. Subdivision (g) of such section is amended to designate existing paragraph 2 as paragraph 5 and to
add new paragraphs 2 through 4 to read as follows:

(2) "Dealer" defined for taxable years beginning on or after January 1, 1996. For
purposss of this subdivision (g) for taxable years beginning on or after January 1, 1996, adeder in
real or persona property is an individua or an unincorporated entity that (A) purchases, holds, or
disposes of property that is stock in trade of the individud or entity, inventory or is otherwise held
for sde to customers in the ordinary course of the individud's or the entity's trade or business, or
(B) regularly offersto enter into, assume, offsat, assign or otherwise terminate positions in property
with cusomers in the ordinary course of the individud's or entity's trade or business. For taxable
years beginning on or after January 1, 1996, an individua or unincorporated entity shdl not be
treated as a deder for purposes of Chapter 5 of Title 11 of the Administrative Code based
exclusvdy on the fact that such individud or unincorporated entity owns an interest in an entity that
is adeder, as defined above, and an unincorporated entity shall not be treated as a dealer based
exclusvely on the fact that an individud or other entity that is a deder, as defined above, owns an
interest in such unincorporated entity. This paragraph is illustrated below:

Example 1: [n 1996, Partnership A is a securities dedler in the City. Partnership A dsoisa
limited partner in Partnership B that is engaged directly in the purchase and sde of
stocks and securities for its own account in the City. Partnership B is not treated as
adeder based soldly on the ownership by Partnership A of an interest in Partnership
B.

Example 2: The facts are the same as in example 1 except that Partnership A is the sole generd
patner in Patnership B and causes Patnership B to reqularly take postions in
stocks and securities with respect to which Partnership A isadeder and Partnership
B regularly engages in stock lending transactions with Partnership A. Based on the
facts and circumgances, a portion of Partnership B’s activities is engaged in whaolly
or patly to further the deder activities of Partnership A and, therefore, Partnership B
is considered adeder.

(3) "Property" defined for taxable years beginning on or after January 1, 1996. For
taxable years beginning on or after January 1, 1996, and for purposes of paragraphs (2) and (4) of
this subdivison g, "property” shal mean:

(i) red and persond property, including but not limited to, property qudifying as
investment capita as defined in subdivison (h) of section 11-501 of the Adminigtrative Code
of these rules, other stocks, notes, bonds, debentures, or other evidences of indebtedness,
interest rate, currency, or equity notiond principa contracts and foreign currencies,

(i) interegs in, or derivative financid ingruments (including options, forward or futures
contracts, short podtions, and Smilar financid instruments) in, any propety described in




subparagraph (i), and

(ii)) any commodity traded on, or subject to the rules of, a board of trade or commodity
exchange,

provided, however, "property" shal not include:

(iv) debt instruments issued by the taxpayer,

(v) accounts receivable held by the taxpayer as afactor,

(vi) stock in trade, inventory or property otherwise hdd for sae to customers in the ordinary
course of the taxpayer's trade or business,

(vii) debt indruments acquired in exchange for funds loaned, services rendered, or for the sde,
rental or other transfer of property by the taxpayer in the ordinary course of the taxpayer's
trade or business,

(viii) interests in unincorporated entities, or

(ix) poditions in any item described in subparagraphs (i) through (viii) entered into, assumed,
offsat, assgned or terminated by the taxpayer as adeder in such positions or item.

(4) Partial exemption for entities for taxable years beginning on or after January 1,
1996. (i) General. For taxable years beginning on or after January 1, 1996, if an unincorporated
antity is primarily engaged in either activities that would qudify the entity for the full sdf-trading
exemption provided in paragraph (1) of this subdivison (g), or holding certain passve invesments
in_other unincorporated entities as described below, or both, the sdf-trading activities of the
taxpayer, and of any unincorporated entity separady digible for this partid exemption in which the
taxpayer holds an interest, will not be consdered an unincorporated business carried on by the
taxpayer and, therefore, the income, gains, losses and deductions from such sdf-trading activities
will be excluded from the unincorporated business gross income of the taxpayer. Specificdly, if an
unincorporated entity is primarily engaged in:

(A) activities described in subparagraphs (v)(A) through (v)(D) of paragraph (1) of this
subdivison (Q);
(B) the acquidition, holding or dispodition, other than in the ordinary course of a trade or

business, of interests as an investor, as defined in subparagraph (iii) of this paragraph (4), in
unincorporated entities carrying on one or more unincorporated businesses in whole or in part

in the City; or

(C) any combination of the activities described in subparagraphs (i)(A) and (i)(B) of this
paragraph (4);




the activities described in subparagraph (1)(A) of this paragraph (4), (i.e., the sdf-trading activities),
carried on ether by the taxpayer, or by any unincorporated entity that separately quaifies for the
full exemption provided in paragraph (1) of this subdivison (g) or for the partiad exemption under
this subparagraph _in which the taxpayer owns an interest, shdl not be consdered an
unincorporated business carried on by the taxpayer and, therefore, the income, gains, losses, and
deductions from those activities will be excluded from the unincorporated business gross income of
the taxpayer. The income, gains, losses, and deductions from activities described in subparagraph
()(B) of this paragraph (4) will not be excluded from the unincorporated business gross income of

the taxpayer.

(i) "Primarily engaged" defined. For purposes of subparagraph (i), a taxpayer that is an
unincorporated entity shdl be treated as primarily engaged in activities described in subparagraphs
(O(A), (1)(B) and (i)(C) of this paragraph if at least 90 percent of the totd value of the taxpayer's
ases s represented by assets described in subparagraphs (ii)(A) through (ii)(C) below:

(A) "property" as defined in paragraph (3) of this subdivison (q);

(B) interests in unincorporated entities not engaged in the conduct of any unincorporated
busnessin whole or in part in the City; and

(C) interegts hald by the taxpayer as an investor, as defined in subparagraph (iii) of this
paragraph, in unincorporated entities engaged in the conduct of one or more unincorporated
businessesin whole or in part in the City.

(i) "Investor" defined. For purposes of this paragraph (4), a taxpayer that is an
unincorporated entity shal be considered to acquire, hold or dispose of an interest in another
unincorporated entity as an investor if:

(A) that other unincorporated entity meets the requirements of subparagraph (i) of this
paragraph (i.e,, that other unincorporated entity qudifies for the partia sdlf-trading exemption
under this paragraph) and the taxpayer does not receive a didributive share of that other
unincorporated entity's income, gain, loss, deductions, credits or basis from a business carried
oninwholeor in part in the City that is materidly greater than its didributive share of any other
item of income, gain, loss deduction, credit or basis of such unincorporated entity; or

(B) with respect to any other unincorporated entity not meeting the requirements of
subparagraph (i) of this paragraph, i.e., not qudifying for the partid sdf-trading exemption, the
taxpayer is not a generd partner, is not authorized under the governing instrument to manage
or paticipate in the day-to-day business of such unincorporated entity, and is not managing or
participating in the day-to-day business of such unincorporated entity. For purposes of this
subparagraph (iii)(B), the fact that the taxpayer is represented on a genera oversight body, or
is authorized to review or reject periodic budgets or veto mgjor management decisions such as
a mgor refinancing or sde of the unincorporated entity's assets other than in the ordinary




course of business and exercises such authority, will not cause the taxpayer to be considered
to be participating in day-to-day management. In addition, if a taxpayer is authorized to
participate in day-to-day management only upon the occurrence of a particular event, or after
the occurrence of such an event only upon the dection by the taxpayer to so participate, the
taxpayer will be consdered to paticipae in day-to-day management only upon the
occurrence of the event and, where applicable, after the taxpayer €ects to so participate.

Management activities of employees, officers and partners of the taxpayer will be imputed to
the taxpayer for purposes of this subparagraph (iii)(B) only if such activities are performed by
such personsin their capacity as employees, officers or partners of the taxpayer. For purposes
of the preceding sentence, a determination as to whether management activities of an individua
employee, officer or patner of the taxpayer, or of an employee officer, partner or
shareholder of a partner of the taxpayer, will be imputed to the taxpayer will be based on the
facts and circumstances of each case, induding but not limited to, whether the individud
receives reasonable compensation for management services from the unincorporated business.

(iv) For purposes of subparagraph (ii) of this paragraph, the value of the assets of the taxpayer
will be the average monthly gross vadue of the taxpayer's assets, unless the Commissoner
determines that the use of gross values results in an improper or inaccurate reflection of the primary
activities of the taxpayer. In that event, the Commissoner may exercise his or her discretion, in
such manner as he or she may determine, to reduce the gross value of the taxpayer's assets by
ligbilities attributable thereto or to exclude assets 0 as to properly and accuratdly reflect the
primary activities of the taxpayer. See exanples 4 and 5 of subparagraph (vi) of this paragraph.
The vaue of the assets of the taxpayer congsting of red property or marketable securitiesisthe fair
market vaue thereof and the vaue of assets other than red property or marketable securities is the
value shown on the books and records of the taxpayer in accordance with generally accepted
acocounting principles, provided, however, that such vaues will be adjusted, if necessary, S0 asto
produce the gross vadue thereof. In addition, where the use of monthly vaues is impracticd or
inappropriate, for example in the case of red property, the Commissioner may permit the use of
less frequent vduations, but not |ess than annud.

(v) For purposes of subparagraph (iii)(A) of this paragraph, a taxpayer will be considered to
receive a digtributive share of another unincorporated entity's income, gain, loss, deduction, credit
or basis that is materidly greater than its share of any other item if it appears that the taxpayer has
received a speciad dlocation of one or more items of income, gain, loss, deduction, credit, or basis
under an arrangement designed to avoid the tax.

(vi) Theprovisions of this paragraph (4) areillustrated below:

Example 1. In 1996, Partnership A is engaged directly in the purchase and sde of stocks and
securities for its own account in the City. Partnership A dso is alimited partner in
Partnership B, which is engaged in the purchase and sde of securities for its own
acoount in the City. Partnership A dso is a non-managing member of Limited
Ligbility Company C (a subchapter K limited ligbility company as defined in
Adminigrative Code section 11-126), which is a securities deder in the City. Cis




Example 2:

subject to tax on dl of its income. Patnership B is wholly exempt from tax.
Partnership A is not digible for the full sdf-trading exemption under paragraph (1);
however, Patnership A qudifies as primarily engaged in activities described in
subparagraphs (i)(A), ()(B) or (i)(C) of this paragraph (4). Therefore, A is not
taxable on its own sdlf-trading activity or on its share of B'sincome from sdf-trading.
A is taxable on its share of C's income, gains, losses and deductions, including any
income, etc. from C's own sdf-trading activity. Partnership A is not treated as a
deder soldly by reason of its membershipin C.

The facts are the same as in example 1 except that C is dso a limited partner in

Example 3:

Partnership D which is engaged soldly in the purchase and sde of securities for its
own account in the City. C's interest in Partnership D represents less than 90
percent of C's gross asets.  Partnership D is exempt from tax because it is solely
trading for its own account. C is taxable on its share of D's sdf-trading income
because C does not qudify as primarily engaged in the activities described in
subparagraphs (i)(A), (i)(B) or (i)(C) of this paragraph 4. A istaxable on its share of
C's income, gains, losses and deductions, including C's share of D's sdf-trading
income, etc.

The facts are the same as in example 2 except that C's interest in Partnership D

Example 4:

represents 95 percent of C's gross assats.  C qudifies as primarily engaged in the
activities described in subparagraphs (i)(A), (1)(B) or (i)(C) of this paragraph, i.e., C
qgudifies for the patid sdf-trading exemption. Therefore, C is not taxable on its
share of D's sdf-trading income, gains, losses and deductions. A is taxable on its
share of C's income, gains, losses and deductions, other than C's share of D's sdif-
trading income, etc.

In 1996, Partnership A is a general partner in Partnerships B, C and D, each of

which engages in _an unincorporated busness in the City. Patnership A dso
purchases and sdlls stocks and securities for its own account. The grossvalue of A's
partnership interests in Partnerships B, C and D is $1,000,000. Partnership A enters
into a number of repurchase agreements and reverse repurchase agreements. The
gross vaue of A's securities portfolio excluding the reverse repurchase agreementsis
$1,000,000. The repurchase agreements represent ligbilities on Partnership A's
balance sheet of $8,500,000 while the reverse repurchase agreements have a gross
value of $8,500,000. Based on the gross vaue of Partnership A's assets, including
the reverse repurchase agreements but excluding the repurchase agreements, it is
primarily engaged in activities described in subparagraphs (1)(A), (N(B) or (i))(C) of
this paragraph;_however, the Commissoner may exercise his or_her discretion to
aither offsat the vdue of the reverse repurchase agreements by the amount of the
repurchase agreements or to exclude the value of the reverse repurchase agreements
from the determination as to whether A meets the 90-percent-of -assets requirement
of subparagraph (ii) because the use of gross values does not accurately represent
the activity of Partnership A in the City.

10



Example 5. Partnership A manufactures machine parts in the City a a factory building that it
owns. The building has agross value of $30x and is subject to a mortgage of $10x.
Partnership A dso has inventory worth $2x and a portfolio of stocks and securities
worth $1x. Because the building is propety as defined in paragraph (3) of
subdivison (g) of this section, 90% of A's assels are assats described in
subparagraphs (ii)(A) through (ii)(C) of this paragraph (4) ($30x (building) + $1x
(stocks and securities).) However, because the building is used principdly in A's
business, the Commissioner may determine that induding the vaue of the building in
the caculation does not accuratdly reflect A's primary activities and may exercise his
or her discretion to exclude the vaue of the building.

Example 6:  Patnership A isa60% generd partner in Partnership B, which isengaged in the
operation of abusinessin the City. Partnership B aso owns a portfolio of stocks
that it trades for its own account. The vadue of B's portfolio is $30x. The gross
value of B's other assets, none of which is described in subparagraphs (ii)(A) through
(i))(C) of this paragraph (4), is $20x. Therefore the value of B's portfolio assatsis
only 60% of the vadue of B's assats and B does not qudify for the partid exemption.

Because A isagenerd partner in B, A does not qualify as an investor with respect
toitsinterest in B and is subject to the UBT on its share of the sdlf-trading income of
B. Partnership A dso owns a90% limited partnership interest in Partnership C,
which is engaged solely in trading stocks and securities for its own account in the
City. Thevadueof A'sinterest in Cis$175x. Partnership A contributesitsinterest in
C to Partnership B to endble Partnership B to qudify for the partial exemption.
However, following the contribution, the partnership agreement for Partnership B is
amended to alocate to A dl of the income, gains, losses and deductions from the
interest in Partnership C. After the contribution, the value of B's assets described in
subparagraphs (ii)(A) through (ii)(C) of paragraph (4) will be $205 or 91% of B's
totd assets. Asareault, B will qudify for the partid exemption and A would qudify
as an investor with respect to Partnership B and would not be taxed on its share of
B's sdf-trading income.  However, A's digributive share of the income, etc. from
Partnership C is materidly greater than its digtributive share of dl other items of
income, etc. of Partnership B. Because A contributed its interest in C to Partnership
B soldy to permit A to avoid tax on its share of B's sdf trading income, A isnot
consdered to hold itsinterest in Partnership B as an investor and, consequently, A
does not qudify for the partid sdf-trading exemption with respect to its distributive
share of the sdf-trading income of B.

(vii) The provisons of this paragraph (4) do not apply to individuas. See §28-02(a)(7)(i),
which provides that an individud is not consdered to be engaged in activities carried on by
unincorporated entities in which the individua holds an interest.

88. Paragraph 5 of subdivision (g) of such section, as redesignated, is amended to read asfollows.
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([2]5) The providons of this subdivison (g) do not apply where an unincorporated entity is
taxable as a corporation for Federa income tax purposes. Where such an entity is not taxable
under Chapter 6 of Title 11 of the Adminigtrative Code, its Status as an unincorporated business
under Chapter 5 of Title 11 of the Adminigtrative Code will be determined under other subdivisions
of this section without regard to the provisons of this [section] subdivison (g).

89. Paragraph 1 of subdivison (h) of such section is amended to reed as follows.

(h) Holding, leasing or managing real property. (Adminigrative Code 811-502(d)). (1)
General. Notwithstanding the provisons of 828-02(a), an owner of rea property, a lessee or a
fiduciary shdl not be deemed engaged in an unincorporated business solely by reason of holding, leasing
or managing (including operating) red property for his, her or its own account. This provison does not
apply to any individua or other unincorporated entity who or which manages and operates red property
as an agent of an owner or lessee of the property or to a deder holding red property primarily for sde
to customersin the ordinary course of atrade or business.

810. Paragraph 2 of subdivison (h) of such section is amended to designate the existing text as
subparagraph (i) and to amend such subparagraph (i) to read asfollows:

(2) Application of this subdivision. (i) For taxable years beginning before July 1, 1994,
[Where] where the holding, leasing or managing of red property relates to property used in or
connected with an unincorporated business otherwise regularly carried on by an individua or
[other] unincorporated entity, any gains, profits, rents and other income from the property will be
includible in the unincorporated business gross income of the individud or [other] entity.

811. Paragraph 2 of subdivison (h) of such section is amended to add subparagraphs (ii) through (iv)
to read asfollows:

(i) For taxable years beginning on or after July 1, 1994, if an owner of red property or
lessee or fiduciary who is holding, leasing or managing red property, other than as adeder, is
dso carrying on an unincorporated business in whole or in part in the City, the holding, leasing
or managing of the red property will not be congdered an unincorporated businessif, and only
to the extent that, the real property is held, leased or managed for the purpose of producing
rental income or gain on the sae of such property other than in the ordinary course of atrade
or business. For purposes of this subparagraph (ii), the operation at such red property of a
trade, business, professon or occupation, including, but not limited to, a garage, restaurant,
laundry or hedth dub, shdl be consdered incidenta to the holding, leasing or managing of
such red property and shal not be consdered an unincorporated business, provided such
trade, business, professon or occupation is conducted solely for the benefit of, and as an
incidental service to, tenants at such red property, and such trade, business, professon or
occupation is not open or available to the generd public.
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(i) For taxable years beginning on or after January 1, 1996, if an owner, lessee or
fiducary that is holding, owning or leasing or managing red property operates a garage,
parking lot or other similar facility a such red property that is open or available to the generd
public, the provison of parking, garaging or motor vehicle storage services on a monthly or
longer term basis a such garage or other facility shall not be consdered an unincorporated
business carried on by the taxpayer if, and only to the extent that, such services are provided
to tenants at such red property as an incidenta service to such tenants.  See paragraphs (8)
and (9) of §28-06(d) of these rules regarding the exclusion of income and the disalowance of
expensss relaing to the provison of parking sarvices to tenants.  Notwithstanding the
foregoing provisons of this subparagraph (iii), if an owner, lessee or fiduciary holding leasing
or managing red property who operates a garage or other smilar facility at the property that is
open to the public, does not satisfy the reporting requirements of §28-18(j) of these rules, the
provison of monthly or longer term parking services to tenants a the property will be
consgdered the conduct of an unincorporated business subject to tax _and will not be
consdered incidenta to the holding, leasing or managing of the property.

(iv) For purposes of subparagraphs (ii) and (iii) above, a determination of whether a
trade, business, professon or occupation carried on at rea property is open to the generd
public shdl be based on dl of the facts and circumstances.  Among the facts and
circumstances indicating that a business is open to or available to the generd public is the
presence of asgn identifying, or sSgnifying the presence of, such business of sufficient sze and
location as to be readily vighle to the public, unless such sign dealy indicates that such
business is private and not open to the public. However, if the businessis in fact open to the
public, the absence of asign is not relevant.

§12. Example (i) of paragraph 2 of subdivison (h) of such section is redesignated as Example 1 and
example (i) isredesignated as example 2 and both examples are amended to read as follows:

Example[i]1): An individud, not otherwise engaged in an unincorporated business, who owns an
gpartment house leased unfurnished to 150 tenants and who, in consideration of the
payment of rent received from tenants, supplies janitor service, devator service and
such other services as are generdly incident to the operation of an gpartment house
in addition to the usua rights of occupancy, is not deemed to be engaged in an
unincorporated business by reason of his activities relating to the ownership and
management of the gpartment house. On the other hand, the operation of a hotel
open to the public for accommodations of short duration is not the holding, leasing or
management of real property and would congitute an unincorporated business
activity the income from which would be subject to the unincorporated business tax.
[Furthermore, ]In taxable years beginning before July 1, 1994, rents from Store
properties located in [a]the hotd building are includible in the unincorporated
business gross income of the individud where such individud is in the busness of
hotel kegping in such building However, in taxable years beginning on or after July 1,
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1994, while the operation of the hotd will conditute the conduct of an
unincorporated business, rents from store properties located in the hotd would not
be indudible in the unincorporated business gross income from that unincorporated
business.

Example ([ii]2): In ataxable year beginning before July 1, 1994, [An] an individud is engaged in a

manufacturing business which is carried on in a building owned by him. His busness
requires the use of one-hdf of the building, and the unused portion of the building is
rented to tenants. The renta income is subject to the unincorporated business
income tax since such income results from the use of an assat connected with the
taxpayer's business. In taxable years beginning on or after July 1, 1994, the rentd
income would not be subject to tax; however, the income from the manufacturing
business would be taxable and not excluded as part of the rentd activity becauseit is
not carried as an incidentd sarvice to the tenants in the property even though the
manufacturing business is not generdly open to or available to the generd public. No
deduction would be alowed for one-hadf of the expenses rdating to the property
and, on a sde of the huilding, one-hdf of the gain would be taxable. See §28-
05(b)(12) and (c)(11) and 828-06(d)(8)of theserules.

§13. Paragraph 2 of subdivison (h) of such section is amended to add new examples 3 and 4 to read

asfallows

Example (3):

Partnership A owns arentd office building in the City. Partnership A operates a garage

Example (4):

adjacent to the building that is intended soldly for the use of tenants in the building and

not open to the generd public. There is a Sgn, dearly vighble from the sreet reading

"Private Garage' at the door to the garage, which is kept open during the day. Tenants

are assigned a prearranged number of parking spots at no additiond rent. The operation
of the garage at the building is not considered an unincorporated business because it is
operated as an incidentd service to the tenants in the building and is not consdered to be
open to the public. The result would be the sameif the tenants paid additiond rent for the
parking spaces or if the number of, and amount paid for, parking spaces were separately
negotiated with the landlord.

The facts are the same as in example 3 except that the sign at the garage door reads

"Park,”" the door is open and insde the garage are posted parking rates for public and
tenant parking. The garage is consdered to be open to the general public. Certan
tenants recaive a fixed number of parking spaces for a term coextensve with their lease
in the building a no additiond rent. Other tenants are not given parking spaces pursuant
to their leases but may separately contract for monthly or longer term parking spaces.

Tenants who do not receive or contract for monthly or longer term parking spaces may
enter the garage and park on an hourly, daily, weekly or monthly basis. Employees of
tenants may aso individudly enter the garage and park on an hourly, daily, weekly or
monthly bass. Income from parking services rendered on a monthly or longer term basis
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received from tenants is excluded from unincorporated business gross income provided
the reporting requirements of Administrative Code section 11-502(d) and 828-18(j) of
these rules are met.  See §28-05(c)(11). Income from parking services rendered on a
less than monthly basis rendered to tenants and income from al parking services
rendered to tenants employees and the public on any basisis included in unincorporated
business grossincome. If garage space is provided to tenants ether as part of ther lease
or under separate long-term contracts, the fact that the tenant permits the spaces to be
used by its employees does not render the parking income taxable, however, parking
sarvices provided under long-term contracts with persons who are not tenants will be
taxable notwithstanding that those persons are employees of tenants.

§14. Subdivison (b) of section 28-03 of such rules is amended to designate the existing text as
paragraph (1), to amend such paragraph (1) and to add new paragraphs (2) and (3) to read asfollows:

(b) Credit against tax [of less than $200.] (Adminigtrative Code §11-503(b)). (1) A credit is
dlowed againg the tax computed under §28-03(a) for taxable years beginning after 1986 but before
1996 determined in the following manner:

([2]i) If the tax computed under such section is[$100] $600 or less, the amount of the credit
isthe entire amount of such tax.

([2]ii) If the tax computed under such section exceeds [$100] $600 but is less than [$200]
$800, the credit is an amount determined by multiplying the tax by a fraction the numerator of
which is $800 less the amount of the tax and the denominator of which is $200[the amount by
which such tax is less than $200. For example, if the tax under §28-03(a) amounts to $145, the
credit is $55 ($200 minus $145)].

([3]iii) If the tax computed under such section is[$200] $800 or more, no credit is allowed.

(2) A creditis dlowed against the tax computed under §28-03(a) for taxable years beginning
in 1996 determined in the following manner:

(i) If the tax computed under such section is $800 or less, the amount of the credit is the
entire anount of the tax.

(i) If the tax computed under such section exceeds $800 but is less than $1000, the
credit is an amount determined by multiplying the tax by a fraction the numerator of which is
$1000 less the amount of the tax and the denominator of which is $200.

(i) If the tax computed under such section is $1000 or more, no credit is allowed.

(3) A creditis dlowed against the tax computed under §28-03(a) for taxable years beginning
after 1996 determined in the following manner:
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(i) If the tax computed under such section is $1.800 or less, the amount of the credit is
the entire amount of the tax.

(i) If the tax computed under such section exceeds $1,800 but is less than $3,200, the
credit is an amount determined by multiplying the tax by a fraction the numerator of which is
$3,200 less the amount of the tax and the denominator of which is $1,400.

(i) If the tax computed under such section is $3,200 or more, no credit is allowed.

815. Such section is amended to add a new subdivision (d) to read asfollows:

(d) Unincorporated business tax paid credit. NOTE: In this subdivison (d) for amplicity and daity,

the term "partner™ is used to refer to any individud or entity owning an interest in an unincorporated

business, and the term "partnership” is used to refer to any such unincorporated business.

(1) General. The additiond exemption available to an unincorporated business pursuant to
Adminigrative Code 811-510(2) is repeded for taxable years of the unincorporated business
beginning after June 30, 1994. For taxable years beginning on or after July 1, 1994, if an individud
or unincorporated entity is a partner in a partnership carrying on an unincorporated business in the
City of New York and is required to include dl or a portion of the income of the partnership in the
partner's own unincorporated business gross income, or recaives a guaranteed payment from the
patnership includible in the partner's own unincorporated business gross income, the partner is
dlowed a credit againg the partner's own unincorporated business tax liability for the partner's
share of the unincorporated business tax paid by the partnership, subject to certain limitations (the
"UBT Pad Credit"). The UBT Paid Credit is not dlowed to a partner owning an interest in a
partnership for any unincorporated business tax paid by the partnership with respect to any taxable
year of the partnership beginning before duly 1, 1994.

For taxable years of a partner beginning after 1995, the UBT Paid Credit dlowed to a partner may
exceed the amount of UBT Paid Credit that the partner may take in that year. In that event, the
excess may be carried forward for up to seven years subject to certain limitations. However, for
taxable years of a partner beginning on or after July 1, 1994 but before 1996, the amount of UBT
Paid Credit dlowed to the partner for ataxable year is the same as the amount of UBT Pad Credit
that the partner may take againgt the partner's unincorporated business tax liability that year and no
carryover isavallable.

A corporation subject to the generd corporation tax or the banking corporation tax that is a
partner in a partnership carrying on an unincorporated business in the City is dlowed a comparable
credit against those taxes. See Ad. Code §811-604.18 and 11-643.8 and 811-50 of these rules.

(2) Calculation of the UBT Paid Credit.
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() General. The patner's UBT Pad Credit dlowed with respect to a specific
partnership is the lesser of the amounts caculated in subparagraphs (ii)(A) ("Measure 1) and
(iN(B) ("Measure 2") of this paragraph (2), subject to the limitation in subparagraph (ii)(C) of
this paragraph (2). Measure 1 is based on the partner's share of the unincorporated business
tax liability of the partnership for its taxable year ending within or with the partner's taxable
year. Measure 2 is based on the incremental effect on the unincorporated business tax ligbility
of the partner atributable to partnership items entering into the cdculation of the partner's
unincorporated business tax liability. If ataxpayer is a partner in more than one partnership,
Measures 1 and 2 must be determined and compared separately with respect to each

partnership.

Subparagraph (ii)(C) limits the total amount of the UBT Paid Credit that a partner may takein
a taxable year to the partner's unincorporated business tax liability for that year. Unlike
Measures 1 and 2, in the case of a partner that is a partner in more than one partnership, this
measure is not applied separatdly to each partnership but rather to the sum of dl of the UBT
Paid Credits cdculated with respect to al partnerships in which the partner is a partner.

(i) Measures of the UBT Paid Credit and limitations

(A) Measure 1. Partner's share of the partnership's unincorporated business
tax liability plus certain credits. Measure 1 is the product of the amount determined in
subparagraph (ii)(A)(a) and the partner's distributive share percentage determined in
subparagraph (ii)(A)(b) beow:

(a) Partnership's unincorporated business tax liability plus certain credits.
The amount determined in this subparagraph (ii)(A)(a) is the sum of:

(1) the unincorporated business tax imposed on, and paid by, the
partnership for its taxable year ending within or with the taxable year of the

partner, and

(2)(i) for taxable years of the partner beginning on or after July 1, 1994,
and before 1996, the amount of any UBT Paid Credit taken by the partnership
for its taxable year ending within or with the taxable year of the partner, or

(i) for taxable years of the partner beginning after 1995, the sum of
al credits taken by the patnership under section 11-503 of the
Adminidrative Code, other than subdivison (b) of that section, for its
taxable year ending within or with the taxable year of the partner, but only
to the extent that those credits do not reduce the partnership's
unincorporated business tax below zero. The amount determined under this
subparagraph (ii)(A)(a)(2)(i1) does not include the amount of any credit
refundable to the partnership.

17



(b) Partner's distributive share percentage. (i) The partner's digtributive
share percentage is the sum of the partner's digtributive shares of income, gain, 1oss
and deductions of the partnership and any guaranteed payment received from the
patnership (the partner's "net didributive share') divided by the sum of the net
digributive shares of adl patners of the patnership for whom such amounts are
greater than zero. |f the partner's net distributive share is less than zero, it is deemed
to be zero and the partner is not dlowed a UBT Pad Credit for the taxable year
with respect to that partnership. See example 1 of paragraph (8) of this subdivison.

(i) For purposss of this cdculation, the net distributive shares should be
based upon items of income, gain, loss and deductions and guaranteed
payments as caculated by the partnership for purposes of computing its
unincorporated busi ness taxable income.

(iii) For purposes of this cdculation, the net digributive share of each
corporate partner is determined separately regardiess of whether that partner
files its generd corporation tax return as a member of a combined group with
one or more other corporations. See example 2 of paragraph (8) of this
subdivison.

(iv) If apartner owns more than one type of interest in apartnership e.g., a
generd and a limited partnership interest, the partner's digtributive shares and
guaranteed payments with respect to dl such interests are combined in
determining the partner's net digtributive share.

(B) Measure 2. Incremental tax effect of distributive share and guaranteed
payments. Measure 2 is the excess of the amount determined in subparagraph (ii)(B)(a)
over the amount determined in subparagraph (ii)(B)(b) below, modified as provided in
subparagraph (i) (B)(c) below.

(a) Partner's tax liability. The amount determined in this subparagraph
(i)(B)(Q) is the tax liability of the partner determined under this §28-03 without
dlowance of any of the credits allowed under section 11-503 of the Adminigrative
Code.

(b) Partner's tax liability without distributive share.  The amount
determined in this subparagraph (ii)(B)(b) is the tax liability of the partner determined
under this 828-03, excluding any partnership items entering into the cdculation of the
partner's unincorporated business taxable income such as the partner's digtributive
share of the parthership's income, gain, loss, and deductions, any guaranteed
payments from the partnership, and excluding partnership alocation factors, if taken
into account in caculating the partner's dlocation to the City, (See 828-
07(N(2A()(C)(Q of these rules) and determined without dlowance of any of the
credits allowed under section 11-503 of the Administrative Code.
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(c) Partner's modified tax liability . For taxable years of the partner
beginning after 1995, the amounts computed in subparagraphs (ii))(B)(a) and
(i))(B)(b) above are computed with the following modifications

(1) the anounts are computed without taking into account any deduction
for anet operating loss carried to the taxable year of the partner.

(2) if, prior to taking into account any distributive share or guaranteed
payments from the partnership or any net operaling loss deduction, the
unincorporated business taxable income of the partner is less than zero, the
partner's unincorporated business taxable incomeis deemed to be zero.

(3) if the partner's net totd digtributive share of income, gain, loss and
deductions of, and guaranteed payments from, any unincorporated business,
other than the partnership with respect to which the amount of credit is being
caculated, is less than zero, such net total digtributive share is deemed to be
Zexo.

(C) Credit limited to partner's unincor porated business tax. For taxable years
of the partner beginning before 1996, the sum of the UBT Paid Credits that a partner is
dlowed and may take agang its tax ligbility in any given taxable year under this
subdivison (d) with respect to dl unincorporated businesses in which the partner is a
partner shal not exceed the tax on the partner's unincorporated business taxable income
determined under this §28-03 without alowance of any of the credits dlowed under
section 11-503 of the Adminigtrative Code.  For taxable years of the parther beginning
after 1995, the sum of the UBT Paid Credits that a partner may take for the taxable year
under this subdivison (d) with respect to dl unincorporated businesses in which the
patner is a partner shadl not exceed the tax on the partner's unincorporated business
taxable income determined under this §28-03, reduced by the credit alowed under
subdivision (b) of section 11-503 of the Adminigtrative Code, but without the dlowance
of any of the other credits allowed under such section 11-503.

(3) Carryover of UBT Paid Credit after 1995.

() For taxable years beginning after 1995, if the amount of UBT Paid Credit or Credits
dlowed to a partner with respect to one or more partnerships as determined under paragraph
(2) of this subdivison (d) exceeds the amount of credit or credits that may be taken as
determined under subparagraph (ii)(C) of paragraph (2) of this subdivison (d), the partner
may carry the excess forward to each of the seven immediately succeeding taxable years of
the partner subject to certain limitations as provided in subparagraph (3)(ii) infra. In applying
the provisons of the preceding sentence, for each taxable year of a partner, the UBT Pad
Credit or Credits determined under paragraph (2) of this subdivision (d) for the current
taxable year shdl be taken before taking any credit carryforward pursuant to this paragraph
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(3), and the amount of any credit carryforward available under this paragraph (3) attributable
to the earliest taxable year shdl be taken before a credit carryforward attributable to a
subsequent taxable year.

(ii) Notwithstanding anything to the contrary in subparagraph (i) of this paragraph, supra,
in the case of a partner that is a partnership, no credit carryforward shdl be dlowed to any
taxable year pursuant to this paragraph (3) unless one or more of the partners therein during
the taxable year to which the credit would be carried dso owned at least an 80 percent
interest in the unincorporated business gross income and unincorporated business deductions
of the partnership during the taxable year of the partnership in which the credit was origindly
dlowed. The carryforward alowable pursuant to this subparagraph (i) shal not exceed the
portion of the amount of the credit carryforward determined under subparagraph (i) of this
paragraph determined by multiplying such credit carryforward by the sum of the proportionate
interests in the unincorporated business gross income and unincorporated business deductions
of the partnership for the year to which the credit is to be carried belonging to such partners.
The amount by which the credit carryforward determined under subparagraph (i) of this
paragraph _exceeds the amount determined pursuant to the preceding sentence cannot be
carried forward to any other taxable year.

(iii) Credits from multiple partnerships. If, in a taxable year, a partner is dlowed a
UBT Paid Credit with respect to more than one partnership and the totd amount of UBT Paid
Credits dlowed exceeds the amount that may be taken under subparagraph (ii)(C) of
paragraph (2) of this subdivison (d), the amount of the UBT Paid Credit with respect to each
patnership that may be taken is an amount that bears the same ratio to the totd UBT Pad
Credit dlowed for the current year with respect to that partnership as the total amount of UBT
Paid Credits that may be taken in the current year under subparagraph (ii)(C) of paragraph (2)
of this subdivision bearsto the totd UBT Paid Credit alowed for the current year with respect
to dl patnerships. The remainder of the UBT Paid Credit dlowed with respect to that
partnership is available as a carryover.

(4) Multiple tiers of partnerships. A patne may only take a credit with respect to
didtributive shares from partnerships in which it is a direct owner, i.e., the partner is identified as a
partner in the partnership agreement and on Schedule K-1 of IRS Form 1065 filed by the

partnership.

Example:  Patnership C is a patner in Patnership B, which, in turn, is a partner in
Partnership A. Partnership C cdculates its UBT Paid Credit only with respect
to Partnership B and is not entitled to a UBT Paid Credit with respect to
Partnership A. NOTE: Because the caculation of the UBT Paid Credit dlowed
for Partnership C with respect to Partnership B reflects credits clamed by
Partnership B, including its UBT Paid Credit with respect to Partnership A (see
subparagraph  (d)(2)(ii)(a), supra), Patnership C will get the benefit of
Partnership B's UBT Paid Credit with respect to Partnership A, subject to the
limitations applicable in_determining C's UBT Pad Credit dlowed. (See
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example 7 infra.)

(5) The UBT Paid Credit dlowed under this provison shal not be dlowed to a partner in a
partnership with respect to any unincorporated business tax paid by the partnership for any taxable
year beginning before July 1, 1994.

(6) The UBT Paid Credit shdl be taken after the credit alowed by subdivison (b) of section
11-503 of the Administrative Code is taken, but before any other credit alowed by such section is
taken.

(7) Reporting requirements for partnerships. In order for a partner to caculate the UBT
Paid Credit with respect to a distributive share or guaranteed payment from a specific partnership,
certain information is necessary from the partnership.  To fadilitate this cdculation, each patnership
having partners that are subject to the taxes imposed under Chapter 5 or subchapter 2 or part 4 of
subchapter 3 of Chapter 6 of Title 11 of the Adminigtrative Code of the City of New Y ork should
complete a schedule on a form specified by the Commissoner of Finance in which the following
information is provided:

(1) the names and taxpayer identification numbers of dl partners in the partnership:

(i) the net digtributive share, as defined in subparagraph (2)(ii)(A)(b) of this subdivison
(d), for each partner, provided, however, that if a partner's net digtributive share is less than
zero, it should be treated and reported as zero for purposes of this subparagraph (ii) and
subparagraph (iii), infra;

(iii) the totd of dl net digributive shares of dl patners, and

(iv) the digributive share percentage as defined in subparagraph (2)(ii))(A)(b) of this
subdivison (d) caculated for each partner by dividing the amount in subparagraph (ii) above
by the amount in subparagraph (iii) supra.

(8) The provisons of paragraphs (1) through (7) of this subdivison (d) are illustrated by the
following examples.  The facts of the examples have been smplified and do not reflect the
deduction alowed by Adminidrative Code 811-509(a) or the exemption dlowed by
Adminigrative Code 811-510(a)(1)). The effect of other credits alowed under §11-503 of the
Adminigrative Code is not reflected except as specificdly noted.  All of the examples below
involve entities having business dlocation percentages of 100 percent and no investment income.
For examples of the cdculation of the credit with respect to entities that dlocate business or
investment income outside the City, see subdivision () of 828-07 of theserules.

Example 1: Calculation of distributive share percentage ("DSP")

Partnership ABCD has four partners. Partners AB,C and D share equdly in income of
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$800x from ABCD. Partner D aso has a specid alocation of a loss of ($300x) from
ABCD.
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| I [l
Didributive Share | DS-Modified for Didtributive Share Percentage (DSP)
(DS Cdculation of DSP (col. Il _cal. Il total)
A $200x $200x 33.33%
B $200x $200x 33.33%
C $200x $200x 33.33%
D ($100x) $0 0%
Total | $500x $600x 100%

Example 2: DSP for members of a combined group

Assume the same facts as in example 1, above, except that B, C, and D are corporations
that file a combined return for purposes of the genera corporation tax as group CG. The
membership of B, C, and D in the combined group does not affect the reporting by
Partnership ABCD of the digtributive share information required by these rules. CG's
distributive share percentage is the sum of the distributive share percentages of B, C, and
D or 66.67% (33.33% + 33.33% + 0%).

Example 3: Basic credit calculation

AB is a partnership doing business in New York City. AB has two partners, A and B.
Partner A is a partnership doing business in New York City with a 100% business
dlocation percentage. Partner B is an individua who does not independently do business
in New York City.

AB's unincorporated business taxable income ("UBTI") for caendar year 1995 is $400x.

AB pays unincorporated business tax of $16x. AB's Form NYC-204 for 1995
indicates that A's distributive share from AB is $300x and that B's distributive share is
$100x. (B is not entitled to a UBT Paid Credit with respect to AB because B does not
include any portion of his digtributive share from AB in any unincorporated business gross
income reported by him. Se §28-05(a)(1) of these rules) A has UBTI of $200x
without regard to its digtributive share of income, gain, loss or deduction from AB
("Separate UBTI"). A is subject to the unincorporated business tax and is entitled to a
UBT Paid Credit with respect to tax paid by AB. A's UBT Paid Credit is determined as
follows.

| Separate UBTI | DS |DSP | Tow TAX
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UBTI w/o credit
AB | NA NA NA $400x $16x
A $200x $300x 75% $500x $20x
B NA $100x 25% NA NA

Measure1l: A's distributive share percentage is 75%. ($300x/$400x.) Measure 1 is $12x

determined by multiplying AB's tax of $16x by A's digtributive share percentage

(75%).
Measure 2 A's totd UBTI is $500x, on which the tax would be $20x before any UBT Paid

Credit. Thetax on A's separate UBTI of $200x would be $8x. Thus the incremental

tax effect on A's totad UBTI of A's digtributive share from AB is $12x ($20x-

$Bx=$12x.
Therefore, A's UBT Paid Credit is $12x.

Example 4: Treatment of partner's losses and carryover of credit

The facts are the same as in example 3 except that for A's taxable year beginning January

1, 1995, A dso has an operating loss of ($100x) without regard to its digtributive share

from AB. For the taxable year beginning January 1, 1996, the facts are the same as for

1995. For the taxable year beginning January 1, 1997, AB's UBTI is $400x. A's

digtributive share from AB is $300x. A's separate UBTI! is $50x. A's UBT Paid Credits

for 1995, 1996, and 1997 are calculated as follows:

1995
Separate UBTI | DS DSP Tota UBT
UBTI Liahility w/o credit
AB | NA NA NA $400x $16x
A ($100x) $300x 75% $200x $8x
Measurel: A's digributive share percentage of AB's tax liability is the same as in Example 3

Measure 2:

above, $12x (75% X $16x).

A's total UBTI is $200x, on which the tax liability would be $8x. A's separate

UBTI isaloss of ($100x) resulting in no tax. The incrementa tax effect on A's tota
UBTI of A'sdistributive share from AB is $8x ($8x-0=$8x.)
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Therefore, A's UBT Paid Credit alowed for 1995 is $8x. No part of the unused credit may be

carried forward from years beginning before January 1, 1996.

1996
Separate UBTI DS DSP Totd UBT
UBTI Lighility w/o credit
AB NA NA NA $400x $16x
A $100x $300x | 75% $200x $8x
Measure 1: For 1996, Measure 1 for Partner A isthe same asfor 1995, $12x.

Measure 2:

A's totd UBTI is $200x, on which the tax liability would be $8x. However, for

taxable years beginning after 1995 for purposes of this cdculation, A's separate
UBTI! as modified is treated as $0 rather than ($100x). There would be no tax
lighility on its separate UBTI as modified. A's total UBTI as modified is treated as
$300x (separate modified UBTI of $0 + $300x of A's didributive share)) A's tax
ligbility on this amount would be $12x. Thus, the incrementd tax effect of the
incdluson in A's totd modified UBTI of its distributive share from AB is $12x ($12x-

0).

A is allowed a credit of $12x. However, because A's actual tax liability for 1996 would be $8x

before any UBT Paid Credit, A can only take a credit of $8x in 1996. The remaining credit

allowed of $4x isdigibleto be carried over by A to the next seven taxable years.

1997
Separate UBTI | DS DSP Totd UBT
UBTI Liahility w/o credit
AB $400x NA NA $400x $16x
A $50x $300x 75% $350x $14x
Measure 1: For 1997, Measure 1 for Partner A isthe same asfor 1995, $12x.

Measure 2:

A's totad UBTI is $350x, on which the tax liability would be $14x. A's separate

UBTI would be $50x on which the tax would be $2x. Thus, the incrementa tax
effect on A'stotal UBTI of its digributive share from AB is $12x ($14x-$2x).

Therefore, A is allowed a credit of $12x in 1997. Assuming that there were no changes in the

ownershipof A in 1997, A may also carry over to 1997 the excess credit allowed in 1996 of $4x
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that it could not take. Therefore, the totd credit availableto A in 1997 is $16x. However, because
A'stax liability in 1997 is $14x, the totd credit that A may take in 1997 is $14x. A must fird take
its $12x credit from 1997, thereby reducing its tax ligbility to $2x. A may then take $2x of its
credit from 1996 to reduce its liability to $0. The remaining credit of $2x from 1996 is digible to
be carried over by A to the next six taxable years.

Example 5: The facts are the same as in example 4 except that on January 1, 1997, one of the
two 50% partnersin A sdIs hisinterest in A to athird party. Because the partnersin
A in 1997 only owned 50% of A in 1996, A is not entitled to use any portion of the
$4x credit carryover from 1996 in 1997. See subdivision (d)(3)(ii) of this §28-03.

Example 6: Partnersin multiple partnerships.

AB and BC are partnerships doing business in New York City. B is a partner in both
AB and BC. B is apartnership doing business in New Y ork City with a 100% business
alocation percentage.

For each of its taxable years 1995 and 1996, B's separate UBTI is aloss of ($400x).

For each of the taxable years 1995 and 1996, AB's UBTI is $400x. AB pays tax of
$16x on that income each year. AB's unincorporated business tax return for each of
those yearsindicates that B's distributive share from AB is $300x and that B's distributive
share percentage is 75%.

For each of the taxable years 1995 and 1996, BC's UBTI is $1000x. BC pays tax of
$40x on that income each year. BC's unincorporated business tax return for each of
those years indicates that B's distributive share from BC is $500x and that B's distributive
share percentage is 50%.

B is subject to the unincorporated business tax and is entitled to a UBT Paid Credit for
1995 and 1996 related to its distributive shares from AB and BC determined as follows:
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1995

Separate UBTI DSfrom DSfrom | Totd UBT

AB BC UBTI Liability w/o credit
AB | NA NA NA $400x $16x
BC | NA NA NA $1000x $40x
B ($400x) $300x $500x | $400x $16x

B's credit with respect to AB:

Measurel: B's digributive share percentage of AB's tax is $12x, determined by multiplying
AB'stax of $16x by B's distributive share percentage, 75%.

Measure2: B's tax liability on its totd UBTI is $16x before any UBT Pad Credit. B's tax
liability on its UBTI of $100x without its digtributive share from AB ($400x -
$300x), would be $4x. The incrementa tax effect on B's totd UBTI of its
digtributive share from AB is $12x ($16x-$4x.)

Therefore, B's UBT Paid Credit alowed with respect to AB is $12x.

B'scredit with respect to BC:

Measure 1: B's didributive share pearcentage of BC's tax liahility is $20x, determined by
multiplying BC's tax liahility of $40x by B's digributive share percentage of 50%.

Measure 2:  B's tax liability on its totd UBTI of $400x would be $16x. Without its ditributive
share from BC, B would have a loss of ($100x) on which there would be no tax.
The incrementd tax_effect on B's totd UBTI of its digributive share from BC is
$16x. ($16x-0.)

Thus, B's UBT Paid Credit alowed with respect to BC is $16x.

Total Credit for 1995:

B'stotal UBT Paid Credit with respect to AB and BC is $28x. However, because B's tax lighility
on itstota UBTI without the credit would be only $16x, the total UBT Paid Credit dlowed to B in
1995 is limited to $16x. There is no carryover of the remaining $12x credit to any subsequent

yesr.

1996
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Separate | DS-- DSP DS-- DSP Total UBT

UBTI AB- BC UBTI Liability w/o credit
AB | NA NA NA $400x | $16x
BC | NA NA NA $1000x | $40x

B ($400x) | $300x--75% $500x--50% | $400x $16x

B's credit with respect to AB:

Measure 1:  For 1996, Measure 1 for B is the same as for 1995, $12x.

Measure2: B'stotd UBTI is $400x, on which the tax liability would be $16x. For purposes of
caculating Measure 2 in 1996, B's operating loss of ($400x) is treated as zero so
that its total modified UBTI is treated as $800x, on which the tax would be $32x.
Without its digtributive share of $300x from AB, B's modified UBTI would be
$500x on which the tax would be $20x. The incrementd tax effect on B's modified
UBTI of B's distributive share from AB is $12x ($32x-$20x.)

Therefore, B's UBT Paid Credit alowed with respect to AB is $12x.

Calculation of B's credit with respect to BC:

Measure 1: For 1996, Measure 1 for B isthe same as for 1995, $20x.

Measure2:  B's totd UBTI is $400x, on which the tax would be $16x. For purposes of
caculating Measure 2 in 1996, B's operating loss of ($400x) treated as zero so that
its total modified UBTI is treated as $800x, on which the tax would be $32x.
Without its distributive share of $500x from BC, B's UBTI would be $300x, on
which the tax would be $12x. Thus, the incrementd tax effect of B's distributive
share from BC is $20x. ($32x-$12x.)

Thus, B's UBT Paid Credit alowed with respect to BC is $20x.

Total Creditsfor 1996:

B's tota UBT Paid Credit dlowed with respect to AB and BC is $32x ($12x + $20x). However,
because B's tax liability without the credits would be only $16x, the credit that B can take in the
taxable year 1996 is limited to $16x, B's tax liability. The $16x of credits taken in 1996 is deemed
to be composed of $6x of the UBT Paid Credit dlowed with respect to AB ($16x X $12x/$32x)
and $10x of the UBT Paid Credit alowed with respect to BC ($16x X $20x/$32x).  See
subparagraph (3)(iii) of this subdivison (d). B can cary the $16x excess of the amount of credit
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dlowed over the amount that may be taken to the succeeding seven years. The credit carryover is
deemed to be composed of $6x of the UBT Paid Credit allowed with respect to AB and $10x of
the UBT Paid Credit dlowed with respect to BC.

Example 7: Multiple tiers of partnerships and flow through of credits.

Partnership C is a partner in Partnership B. B is a partner in partnership A. For each of the years
1995, 1996, 1997 and 1998, A's UBTI is $1000x, and A's tax liability is $40x, before a credit of
$10x allowed to A pursuant to 11-503(i) (the REAP credit).

The following chat summarizes the information relevant to A for the four taxable years.

A 1995 1996 1997 1998
BTI $1000x $1000x $1000x $1000x
Tax after REAP credit | $30x $30x $30x $30x

For each year, B's distributive share from A is $400x Its distributive share percentage with respect
to A is40%. In 1995 and 1996 B has separate UBTI of $200x. In 1997 B has separate UBTI is
aloss of ($300x). In 1998 B has separate UBTI of $600x.

The following chart summarizes the information relevant to B for the four taxable years:

B 1995 1996 1997 1998
Separate UBTI $200x | $200x ($300%) $600x
DSPinA 40% 40% 40% 40%
DSfrom A $400x $400x $400x $400x
Totd UBTI $600x | $600x $100x $1000x
Tax w/o UBT Paid Credit $24x $24x $4x $40x

For each year, C's didtributive share percentage in B is 50% and C has separate UBTI of
$400x.

The following chart summarizes the information relevant to C for the four taxable years
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C 1995 1996 | 1997 1998
Separate UBTI $400x | $400x | $400x $400x
DSPinB 50% 50% 50% 50%
DSfrom B $300x $300x | $50x $500x
Tota UBTI $700x | $700x | $450x $900x
Tax w/o UBT Paid Credit $28x $28x $18x $36x

Calculation of the Credit for 1995:

B's Credit:

Measure 1:

B's distributive share percentage of the sum of A's tax and applicable credits is $12x

Measure 2:

(B's digributive share percentage of 40% multiplied by A's tax liability after the

REAP credit ($30x)). (Note: A's REAP credit is not added to A's tax ligbility in

1995 for purposes of this cdculation. The effect of this is that B does not get the
benefit of A's REAP credit in 1995. In 1996 and later years, B will get the benefit of
A's REAP credit.)

B's tax liability on its totad UBTI of $600x would be $24x. The tax on B's separate

UBTI of $200x would be $8x. Thus, the incremental tax effect on B's total UBTI of
its digtributive share of $400x from A is $16x. ($24x-$8x.)

Therefore, B's UBT Paid Credit dlowed is $12x. B's tax liability after the credit is $12x.

C's Credit:

Measure 1:

C's distributive share percentage of the sum of B's tax and UBT Paid Credit is $12x

Measure 2:

(C's digributive share percentage of 50% multiplied by the sum of B's tax liahility
($12x) and B's UBT Paid Credit with respect to A ($12x).

C'stax liahility on its total UBTI of $700x would be $28x. The tax on C's separate

UBTI of $400x would be $16x. Thus, the incremental tax effect on C's total UBTI
of its digtributive share of $300x from B is $12x. ($28x-$16x.)

Therefore, C's UBT Paid Credit allowed with respect to B is $12x.

Calculation of the Credit for 1996:

B's Credit:
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Measure 1.  B's distributive share percentage of the sum of A's tax and applicable credits is $16x
(B's digtributive share percentage of 40% multiplied by the sum of A's tax lighility
and A's REAP credit ($40x)). (Note: the REAP credit is added here to A's tax
lidbility for purposes of cdculating B's credit. The effect of this is that A's REAP
credit will flow through to B.)

Measure2: B'stax liability on its total UBTI of $600x would be $24x. The tax on B's separate
UBTI of $200x would be $8x. Thus, the incremental tax effect on B's totd UBT]I of
its distributive share of $400x from A is $16x. ($24x-$8x.)

Therefore, B's UBT Paid Credit dlowed is $16x. B's tax liability after the credit is $8x.

C's Credit:

Measure 1:  C's digtributive share percentage of the sum of B's tax and applicable credits is $12x
(C's didributive share percentage of 50% multiplied by the sum of B's tax liahility
($8x) and B's UBT Paid Credit with respect to A ($16x).)

Measure2: C'stax liability on itstotal UBTI of $700x would be $28x. The tax on C's separate
UBTI of $400x would be $16x. Thus, the incrementd tax effect on C's total UBTI
of its distributive share of $300x from B is $12x. ($28x-$16x.)

Therefore, C's UBT Paid Credit allowed with respect to B is $12x.

Calculation of the Credit for 1997:

B's Credit:

Measure 1: B's digtributive share percentage of the sum of A's tax and applicable credits is $16x
(B's digributive share percentage of 40% multiplied by A's tax lighility plus A's
REAP credit ($40x).

Measure2: B's separate loss is ignored and B's separate UBTI is treated as $0 on which there
would be no tax. B'stax liability on its total modified UBTI of $400x would be $16x.
Thus, the incrementd tax effect on B's total modified UBTI of its digtributive share

of $400x from A is $16x. ($16x-$0x.)

Therefore, B's UBT Paid Credit alowed for 1997 is $16x. However, because B's pre-credit tax
liability is only $4x, B may only take a UBT Paid Credit of $4x in 1997. B may cary forward
$12x, the excess of the $16x credit alowed over the $4x credit taken, to the next seven years
subject to the gpplicable limitations.

C's Credit:
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Measure 1. C's digtributive share percentage of the sum of B's tax and applicable credits is $2x
(C's didributive share percentage of 50% multiplied by B's tax liability ($0x) plus B's
UBT Pad Credit taken ($4x).)(Note: for purposes of caculating C's UBT Pad
Credit, only the credit taken by B is included, not the totd credit allowed. See the
discussion of C's credit for 1998 below in this example.)

Measure2: C'stax liability on itstotal UBTI of $450x would be $18x. The tax on C's separate
UBTI of $400x would be $16x. Thus, the incremental tax effect on C's total UBTI
of its digtributive share of $50x from B is $2x. ($18x-$16x.)

Therefore, C's UBT Paid Credit alowed with respect to B for 1997 is $2x.

Calculation of the Credit for 1998:

B's Credit:

Measure 1:  B's digtributive share percentage of the sum of A's tax and applicable credits is $16x
(B's didributive share percentage of 40% multiplied by A's tax liability plus A's
REAP credit ($40x).

Measure2: B'stax liability onitstota UBTI of $1000x would be $40x. The tax on B's separate
UBTI of $600x would be $24x. Thus, the incrementa tax effect on B's total UBTI
of its digtributive share of $400x from A is $16x. ($40x-$24x.)

Therefore, B's UBT Paid Credit allowed for 1998 is $16x. It may aso carry over to 1998 the
excess credit dlowed in 1997 of $12x that it could not take. Therefore, the total credit that is
availableto B in 1998 and that B may takeis $28x. B'stax liability after the credit is $12x.

C's Credit:

Measure 1:  C's distributive share percentage of the sum of B's tax and applicable credits is $20x
(C's digtributive share percentage of 50% multiplied by B's tax liability ($12x) plus
B's UBT Paid Credit taken ($28x).) The credit taken includes the amount of $12x
allowedto B in 1997 but carried forward and taken by B in 1998.

Measure2: C'stax liahility on itstotal UBTI of $900x would be $36x. The tax on C's separate
UBTI of $400x would be $16x. Thus, the incrementa tax effect on C's total UBTI
of its digtributive share of $500x from B is $20x. ($36x-$16x.)

Therefore, C's UBT Paid Credit allowed with respect to B for 1998 is $20x.
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§16. Subdivison (a) of section 28-04 of such rules amended to read asfollows:

(& [General] Unincorporated Business Entire Net Income. (Administrative Code §11-501(q)).
For taxable years beginning on or after July 1, 1994, the unincorporated business entire net income of a
taxpayer means its unincorporated business gross income, as computed under 828-05 of these rules,
over the unincorporated business deductions alowable under Administrative Code 811-507 and 828-
06 of theserules.

817. The exiging text of subdivison (&) of such section is designated as subdivison (b) and is amended
to read asfollows:

(b) Unincorporated Business Taxable Income. (Administrative Code 811-505).[The] For
taxable years beginning before July 1, 1994, the unincorporated business taxable income of a taxpayer
for unincorporated business tax purposes means the excess of the unincorporated business gross
income, as computed under §828-05(d) of these [regulations]rules, over the unincorporated business
deductions dlowable under 828-06 of these [regulationsjrules, allocated to New York City in
accordance with 828-07 of these [regulations]rules, minus the deductions alowable, without alocation,
under 828-08 of these [regulations]rules, for reasonable compensation for persond services of the
proprietor or the partners actively engaged in the unincorporated business and minus the unincorporated
business exemptions permitted under §28-09 of these [regulationg]rules. For taxable years beginning
on or after July 1, 1994, the unincorporated business taxable income of a taxpayer for unincorporated
business tax purposes means its unincorporated business entire net income, alocated to the City, less
the amount of:

(1) its deductions allowable, without alocation, under §28-08 of these rules and;

(2) its unincorporated business exemption permitted under section 28-09(a) of these rules.

§18. The exigting text of subdivison (8) of section 28-05 of such rulesis designated as paragraph 1 and
is amended to read asfollows:

§28-05 Unincor por ated Business Gross Income. (a)(1) General.

(Administrative Code 811-506(a)). Subject to the modifications prescribed below in [8828-05]
§28-05(b) [(b)] and [2813](c), the unincorporated business gross income of an unincorporated
business engaged in or being liquidated by an individua or unincorporated entity means the sum of the
items of income and gain (of whatever kind and in whatever form paid) [which] tha are indludible in the
gross income of the individua or unincorporated entity for Federd income tax purposes for the taxable
year and [which] that are derived from the carrying on or liquidation of the business or from any source
whatever connected therewith, including, without limitation, income and gain

([1]JA) from any property of the individud or unincorporated entity, or a member thereof,
employed in the business,

33



([2]B) from liquidation of the business or disposition of the assets thereof, [or]

([3]C) from collection or other digposition of ingtalment obligations of the business without
regard to when such obligations were acquired, or

(D) in the case of an unincorporated entity, from the sde or other dispostion of an interest in
another unincorporated entity if and to the extent such income or gain is atributable to a trade,
business, professon or occupation carried on in whole or in part in the City by such other
unincorporated entity.

An individua member of a partnership who aso caries on his or_her own separate and
independent unincorporated business is not required or permitted to include his digtributive share of
partnership income or_his or her gain or 1oss on the sde or other digposition of his or her interest in the
partnership in computing his or her separate unincorporated business gross income.

Example:  Doctor A isamember of amedica partnership which provides medica services
to members of a group hedth plan. In addition, Doctor A carries on his own
separate and independent medica practice. Doctor A may not include his
digributive share of partnership income in his computation of his own
unincorporated business gross income. (Furthermore, the medica partnership
may not daim the datutory additiond exemption described in §28-09(b) of
these [Regulaions]rules for the amount distributed to Doctor A and Doctor A is
not entitled to a credit againg his unincorporated business tax liability for any
unincorporated business tax paid by the medical partnership for its taxable years
beginning on or after July 1, 1994. See §28-09(b)(1) and §28-03(d).

§19. Subdivison (a) of section 28-05 of such rules is amended to add a new paragraph 2 to read as
follows

(2) For taxable years beginning on or after January 1, 1996, the character of a partner's
distributive share of gross income, gains, losses and deductions of an unincorporated entity shal be
determined as if such gross income, gains, losses and deductions were redized directly by such
partner to the extent permitted for federal income tax purposes regardless of how the interest in the
unincorporated entity was acquired and regardiess of whether the didributive share is
proportionate to the partner's capitd interest in the unincorporated entity, provided, however, this
paragraph (2) shal not apply to payments to a partner treated as occurring between the
unincorporated entity and one who is not a partner under Internal Revenue Code section 707, and
provided, further, this paragraph (2) shal not affect the determination of whether gross income,
gans, losses, or deductions of an unincorporated entity are subject to the tax imposed under
Chapter 5 of Title 11 of the Adminigrative Code. This paragraph (2) isillustrated by the following:

Example: Patnership X is the sole generd partner in Partnership A. X contributed one
percent of the capital of Patnarship A. X is responsble for the day to day
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management of the business of Partnership A, which is the purchase and sde of
stocks and securities for the account of Partnership A. X is paid a fee each year of
$100,000 qudifying as a guaranteed payment under Internal Revenue Code section
707. In addition, X is entitled to receive 20 percent of the income, gains, losses, and
deductions of Partnership A.  X's entire didributive share of the income, gains,
losses, and deductions of Partnership A retains its character in X's hands, i.e., as
dividends, interest and gains and losses from stocks and securities.  X's $100,000
fee is compensation for services rendered and X's performance of those services
may be considered an unincorporated business under the provisions of §28-02 of
these rules without regard to this paragraph (2).

§20. Paragraphs 8 and 9 of subdivision (b) of such section are amended to read as follows:

(8) For taxable years beginning after December 31, 1981, any amount which would properly
be includible in Federa gross income had the taxpayer not made the eection permitted pursuant to
8168(f)(8) of the Internd Revenue Code as it was in effect for safe harbor lease agreements
entered into prior to January 1, 1984, except with respect to property which is a qudified mass
commuting vehicle described in 8163(f)(8)(D) of the Internal Revenue Code; [and]

(9) Upon the disposition of recovery property to which §28-06(n) of these [regulations]rules
applies, the amount, if any, by which the aggregate of the deductions for depreciation attributable to
such property alowable pursuant to such §28-06(n) exceeds the aggregate accelerated cost
recovery system deduction attributable to such property, described in §28-06(m) of these

[regulaions]rules,

§21. Subdivison (b) of such section is amended to add new paragraphs 10 through 13 to reed as
follows

(10) Notwithstanding any other provison of these rules to the contrary, for taxable years
beginning on or after January 1, 1996, the amount dlowed as an excluson or deduction in
determining federd gross income or any loss, including but not limited to, losses from notiond
principa contracts, losses, other than losses redlized by the taxpayer as adeder as defined in 828-
02(0)(2) of these rules, from the holding, sde or digposition, assumption, offset or termination of a
position in, property, as defined in §828-02(0)(3) of these rules, or other substantialy smilar losses
from ordinary and routine trading or investment activity to the extent determined by the
Commissoner of Finance, redized in connection with activities described in 828-02(g)(1)(v) of
these rules if, and to the extent that, such activities are not deemed an unincorporated busness
carried on by the taxpayer pursuant to the provisions of 828-02(q) of these rules;

(11) Notwithganding any other provison of these rules to the contrary, for taxable years
beginning on or ater January 1, 1996, in the case of a taxpayer that is an unincorporated entity
digible for the partid sdf-trading exemption described in section §28-02(0)(4) of these rules, the
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amount dlowed as an excluson or deduction in determining federd gross income or any loss
redized from the sde or other dispogtion of an interest in another unincorporated entity if, and to
the extent that, such loss is attributable to activities of such other unincorporated entity not deemed
an unincorporated business carried on by the taxpayer pursuant to the provisions of §28-02(q) of

theserules;

(12) Notwithgtanding any other provison of these rules to the contrary, for taxable years
beginning on or after July 1, 1994, the amount alowed as an excluson or deduction in determining
federd gross income or any loss redized from the holding, leasing or managing of red property if,
and to the extent that, such holding, leasing or managing of red property is not deemed an
unincorporated business carried on by the taxpayer pursuant to the provisons of §28-02(h)(2)(ii)
of theserules; and

(13) Notwithstanding any other provison of these rules to the contrary, for taxable years
beginning on or after January 1, 1996, the amount dlowed as an excluson or deduction in
determining federal gross income or any loss redized from the provison by an owner, lessee or
fiduciary holding, leesing or managing red property of the service of parking, garaging or storing of
motor vehicles on a monthly or longer term basis to tenants at such red property if, and to the
extent that, the provison of such services to such tenants is not deemed an unincorporated business
carried on by the taxpayer pursuant to the provisions of 828-02(h)(2)(iii) of theserules.

§22. Paragraphs 6 and 7 of subdivision (c) of such section are amended to read as follows:

(6) For taxable years beginning after December 31, 1981, any amount properly includible in
federal gross income soldly as a result of an eection made pursuant to 8168(f)(8) of the Interna
Revenue Code as it was in effect for safe harbor lease agreements entered into prior to January 1,
1984, except with respect to property which is a qudified mass commuting vehicle described in
§168(f)(8)(d) of the Internd Revenue Code; [and]

(7) Upon the disposition of recovery property to which 828-06(n) of these [regulations] rules
applies, the amount, if any, by which the aggregate accelerated cost recovery system deduction
attributable to such property, described in §828-06(m) of these [regulations] rules, exceeds the
aggregate of the deductions for depreciation attributable to such property dlowable pursuant to
such §28-06(n);

§23. Subdivison (c) of such section is amended to add new paragraphs 8 through 12 to read as
follows

(8) For taxable years beginning on or after July 1, 1994, 50 percent of the amount of
dividends (to the extent includible in gross income for federd income tax purposes and not
subtracted under paragraph (2) or (3) of this subdivison (c)), other than
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(1) the amounts described in subparagraph 13 or 15 of paragraph (b) of Administrative
Code §11-602.8, and

(i) dividends from stock described in paragraph (b) or (c) of Administrative Code §11-
602.3,

provided, however, no portion of a dividend from stock with respect to which a dividend
deduction would be disdlowed by §246(c) of the Interna Revenue Code if the unincorporated
business were subject to federa income tax as a corporation shal be subtracted under this
paragraph (8). For purposes of subparagraphs (i) and (ii) of this paragraph (8), references in
Adminigtrative Code 811-602 to "acquiring person” or "acquiring corporation” are deemed to refer
to the unincorporated business,

(9) Notwithstanding any other provison of these rules to the contrary, for taxable years
beginning on or after January 1, 1996, the amount of any income or gain (to the extent includible in
gross income for federa income tax_purposes), including but not limited to, dividends, interest,
payments with respect to securities loans, income from notiond principd contracts, income and
gains, other than as adeder, from the holding, sale or disposition, assumption, offset or termination
of a podgtion in, property as defined in §28-02(g)(3) of these rules, or other substantidly smilar
income from ordinary and routine trading or investment activity to the extent determined by the
Commissioner of Finance, redized in connection with activities described in 828-02(0)(1)(v) of
these rules if, and to the extent that, such activities are not deemed an unincorporated busness
carried on by the taxpayer pursuant to the provisions of §28-02(q) of theserules;

(10) Notwithstanding any other provison of these rules to the contrary, for taxable years
beginning on or after January 1, 1996, in the case of a taxpayer that is an unincorporated entity
digible for the partid sdf-trading exemption described in 828-02(g)(4) of these rules, the amount
of any income or gain (to the extent includible in gross income for federa income tax purposes)
redized from the sde or other dispostion of an interest in another unincorporated entity if, and to
the extent that, such income or gain is atributable to activities of such other unincorporated entity
not deemed an unincorporated business carried on by the taxpayer pursuant to the provisions of
§28-02(q) of these rules,

(11) Notwithstanding any other provison of these rules to the contrary, for taxable years
beginning on or after July 1, 1994, the amount of any income or gan (to the extent includible in
gross income for federd income tax purposes) redized from the holding, leasing or managing of
red property if, and to the extent that, such holding, leasing or managing of red property is not
deemed an unincorporated business carried on by the taxpayer pursuant to the provisions of §28-
02(h)(ii) of theserules;, and

(12) Notwithstanding any other provison of these rules to the contrary, for taxable years
beginning on or after January 1, 1996, the amount of any income or gain (to the extent includible in
gross income for federd income tax purposes) redized by an owner, lessee or fiduciary holding,
leesng or managing red property from providing parking, garaging or_motor vehicle storage
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sarvices on amonthly or longer term basis to tenants at such real property if, and to the extent that,
the provision of such services to such tenants is not deemed an unincorporated business carried on
by the taxpayer pursuant to the provisons of §28-02(h)(iii) of these rules.

824, Section 28-05 of such rulesis amended to add a new subdivision (d) thereto to read as follows:

(d) For purposes of subdivisions (b)(10) and (c)(9) of this section, ordinary and routine trading or
investment activity will include entering into an agreement to paticipate in a transaction  described in
subparagraphs (V)(A) through (v)(D) of 828-02(g)(1) of these rules. Consequently, for taxable years
beginning on or after January 1, 1996, losses incurred in connection with, or as a result of, entering into
such an agreement must be added back to federal gross income in determining unincorporated business
gross income, and income and gains redized in connection with, or as a reault of, entering into such an
agreement, such as commitment fees or breakup fees, must be excluded from federd gross income in
determining_unincorporated business gross income to the extent that any such transaction is not
consdered to be pursuant to an unincorporated business carried on by the taxpayer pursuant to section
28-02(q) of theserules.

8§25. Paragraph 3 of subdivison (d) of section 28-06 of such rulesis amended to read asfollows:

(3) Certain interest, amortizable bond premiums and expense. No deductions shdl be
dlowed for
(i) interest on indebtedness incurred or continued to purchase or carry obligations or
securities, the [income from] interest on which is exempt from tax under Chapter 5 of Title 11 of
the Adminigtrative Code,

§26. Subdivision (d) of section 28-06 of such rules is amended to add new paragraphs 6 through 9
read asfollows:

(6) Notwithstanding any other provison of these rules to the contrary, for taxable years beginning
on or after January 1, 1996, no deduction shall be alowed for any expenses directly or indirectly
atributable to activities described in 828-02(g)(1)(v) of these rules if, and to the extent that, such
activities are not_deemed an unincorporated business carried on by the taxpayer pursuant to the
provisions of §28-02(q) of these rules.

(7) Notwithstanding any other provison of these rules to the contrary, for taxable years beginning
on or ater January 1, 1996, in the case of a taxpayer that is an unincorporated entity digible for the
patid sdf trading exemption described in 828-02(0)(4) of these rules, no deduction shall be alowed for
any losses or expenses directly or indirectly attributable to the sdle or other disposition of aninterest in
another unincorporated entity if, and to the extent that, the activities of such other unincorporated entity
are not deemed an unincorporated business carried on by the taxpayer pursuant to the provisions of
828-02(q) of theserules.
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(8) Notwithgtanding any other provision of these rules to the contrary, for taxable years beginning
on or after July 1, 1994, no deduction shall be dlowed for interest, depreciation or any other expense
directly or indirectly attributable to the holding, leasing or managing of red property if, and to the extent
that, such holding, leasing or managing of red property is not deemed an unincorporated business
carried on by the taxpayer pursuant to the provisions of §28-02(h)(2)(ii) of theserules.

(9) Notwithstanding any other provison of these rules to the contrary, for taxable years beginning
on or dter January 1, 1996, no deduction shal be adlowed for interest, depreciation or any other
expense of an owner, lessee or fiduciary holding, leasing or managing red property that are directly or
indirectly atributable to parking, garaging or motor vehicle storage services provided on a monthly or
longer term basis to tenants at such red property if, and to the extent that, the provision of such services
to such tenants is not deemed an unincorporated business carried on by the taxpayer pursuant to the
provisions of 828-02(h)(2)(iii) of theserules.

827. Paragraph 1 of subdivision (h) of such section is amended to read asfollows:

(1) A deduction shdl be alowed (to the extent not allowable for federal income tax purposes)
for:

(1) interest on indebtedness incurred or continued to purchase or carry obligations or
securities, the [income from] interest on which is subject to tax under Chapter 5 of Title 11 of
the Adminidrative Code, but exempt from Federa income tax,

(i) ordinary and necessary expenses paid or incurred for the production or collection of
such taxable income or for the management, conservation or maintenance of property held for
the production of such taxable income, and

(ii1) the amortizable bond premium for the taxable year on any bond, the interest on which
is subject to tax under Chapter 5 of Title 11 of the Adminigtrative Code, but exempt from
Federd income tax.

§28. Subdivision (h) of such section is amended to add a new paragraph 3 thereto to read asfollows:

(3) For taxable years beginning on or after July 1, 1994, notwithstanding the provisons of
paragraph (2), deductions dlowable for Federd income tax purposes that are directly or indirectly
atributable to investment income or investment capita as defined in Administrative Code §11-501
subdivisons (h) and (i) must be subtracted from income, gains and losses from investment capitd in
determining investment income.

§29. Subdivison (m) of such section is amended to read as follows:
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(m) Accelerated cost recovery system deductions. (Administrative Code 811-507(14)). For
taxable years beginning after December 31, 1981, except with respect to recovery property subject to
the provisons of §280-F of the Internal Revenue Code, and recovery property placed in service in
New York in taxable years beginning after December 31, 1984, and before 1994, no deduction shal
be dlowed for the amount alowable as the accelerated cost recovery system deduction pursuant to
8168 of the Internal Revenue Code. Note that for years prior to 1994, the disallowance of accelerated
cost recovery deductions for property placed in service outsde New York has been held to be
uncondtitutiond.

830. Subdivison (n) of such section is amended to read as follows:

(n) Recovery property depreciation. (Administrative Code §11-507(15)). For taxable years
beginning after December 31, 1981, except with respect to recovery property subject to the provisions
of §8280-F on the Internal Revenue Code, and recovery property placed in service in New York in
taxable years beginning after December 31, 1984, and before 1994, and provided a deduction has not
been disdlowed by 828-06(1)(2), a taxpayer shal be adlowed with respect to [recover] recovery
property the amount allowable as the depreciation deduction pursuant to 8167 of the Interna Revenue
Code as such section would have applied to property placed in service on December 31, 1980. Note
that for years prior to 1994, the disallowance of accelerated cost recovery deductions for property
placed in service outside New Y ork has been held to be uncongtitutional.

831. Subdivison (&) of section 28-07 of such rulesis amended to read asfollows:

(& General. (Adminigrative Code 811-508(a)). If an unincorporated business is carried on both
within and without New York City, for taxable years beginning before July 1, 1994 there shdl be
dlocated to the City a fair and equitable portion of the excess of its unincorporated business gross
income as determined under 828-05 of these [regulations]rules over its unincorporated business
deductions subject to dlocation as determined under 828-06 of these [regulations] rules, and, for
taxable years beginning after June 30, 1994, there shall be alocated to the City a fair and equitable
portion of the taxpayer's business income. If, for taxable years beginning before July 1, 1996, the
unincorporated business has no regular place of business outside the City, al of such [excess| amounts
shdl be dlocated to the City. The deductions under §28-08 of these [regulaions]rules and the
unincorporated business exemptions alowable under 828-09 of these [regulations|rules are not subject
to dlocation.

832. Paragraph 2 of subdivision (b) of such section is amended to read as follows:.

(2) If_for taxable years beginning before July 1, 1996, the unincorporated business has no
regular place of business outsde New York City, al of the excess of its unincorporated business
gross income over its adlocable unincorporated business deductions shdl be dlocated to the City.
An unincorporated business does not have a regular place of business outsde the City merely
because sales may be made to, or services performed for or on behaf of, persons or corporations
located without the City, or because such saes or services are made by or performed by an
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§33.

8§34

§35.

independent factor, agent or contractor having a regular place of business without New Y ork City.

Paragraph 1 of subdivision (c) of such section is amended to read as follows:

(1) [The] Except as otherwise provided in paragraph (3) of subdivison (d) of this §28-07, the
portion of the excess of the unincorporated business gross income over the deductions adlocable to
New Y ork City may be determined from the books of the business if the methods used in keeping
such books are approved by the Commissoner of Finance as fairly and equitably reflecting the
income from the City.

Paragraph 3 of subdivison (c) of such section is amended to read as follows:

(3) [Where,] Except as otherwise provided in paragraph (3) of subdivison (d) of this §28-07,
where upon audit of the books and records of the taxpayer, the sources of the unincorporated
business gross income within and without New Y ork City, and the sources of the deductions, are
ascertainable from such books and records, the proper tax due, or determined to be due, shal be
arived a by dlocating items of income and deduction to the source of such items within and
without the City. Thus, for example, for taxable years beginning before July 1, 1996, income from
sdes of tangible persona property is dlocable to the office from which the sdes arose (see
§28-07(d)). Items of expense (except for items of expense under 8§28-08 of these
[regulations]rules for which no alocation is dlowed) will, like items of income, aso be dlocated in
accordance with the place of business to which such expenses are atributable. Thus, payroll and
office expenses are attributable to the office to which the employee was assigned or where the
expenses were incurred.  Certain indirect items, however, which are not attributable to any one
office or place of business will be apportioned among the various offices. For example, legd and
auditing expenses, which are attributable to the unincorporated business entity in its entirety, will be
gpportioned among the various places of business in accordance with the gross income dlocable to
each such place of business.

Paragraph 1 of subdivison (d) of such section is amended to read as follows:

(1) Computation. If [828-07(c) does not apply to the taxpayer]_the Commissoner of Finance

determines that the methods used in keeping the books of the unincorporated business do not fairly and

equitably reflect the taxpayer's income from the City for taxable years beginning before July 1, 1994, the

portion of the excess of the unincorporated business gross income (computed under 828-05 of these
[regulations]rules) over the unincorporated business deductions (alowable under §28-06 of these
[regulationg]rules))and for taxable years beginning after June 30, 1994, the portion of the taxpayer's
business income defined in Adminigtrative Code 811-501.1(k), alocable to the City is determined by

multiplying such [excess] amount by [the average of the following three percentages_a business
dlocation percentage determined by adding the following percentages and dividing the total by the
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number of percentages, unless the taxpayer €ects to use a double-wei ghted gross income percentage as
provided in paragraph (2) of this subdivison (d), in which event the taxpayer's busness dlocation
percentage is determined as provided in paragraph (2) of this subdivision (d):

(i) Property percentage. the percentage computed by dividing

(A) the average of the vaues, a the beginning and end of the taxable year, of red and
tangible persond property connected with the unincorporated business and located within
New York City, by

(B) the average of the values, at the beginning and end of the taxable year, of red and
tangible persona property connected with the unincorporated business and located both
within and without New Y ork City. For this purpose, red property shdl include red property
rented to the unincorporated business. (See: 828-07(f).)

(i) Payroll percentage. The percentage computed by dividing

(A) the total wages, sdlaries and other personal service compensation paid or incurred
during the taxable year to employees in connection with the unincorporated business carried
on within New Y ork City, by

(B) the total of dl wages, sdaries and other persond service compensation paid or
incurred during the taxable year to employees in connection with the unincorporated business
carried on both within and without New Y ork City.

(ilf) Gross income percentage. (A) The percentage computed by dividing

[(A)](2) the gross sdes or charges for services performed by or through an agency located
within New York City, by

[(B)] (2) thetota of al gross sdesor charges for services performed within and without New
York City. The sdes or charges to be dlocated to New York City shdl include al sdes
negotiated or consummeated, and charges for services performed, by an employee, agent, agency
or independent contractor chiefly Stuated at, connected by contract or otherwise with, or sent out
from, offices of the unincorporated business, or other agencies, situated within New Y ork City. For
taxable years beginning on or after July 1, 1996, the foregoing sentence shdl not apply to the
alocation of grossincome from sdes of tangible persona property. For taxable years beginning on
or after July 1, 1996, sdes of tangible persona property to be alocated to New York City shdl
include only sales where shipment is made to points within New Y ork City.

(B) For taxable years beginning on or after January 1, 1996, in the case of a taxpayer
engaged in publishing newspapers or periodicds, the sdles or charges for sarvices arisging from sdes
of subscriptions to, and advertising contained in, such newspapers and periodicas will be dlocated
to New York City to the extent such newspapers or periodicas are ddivered to points within the
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City.

(C) For taxable years beginning on or after January 1, 1996, in the case of a taxpayer
engaged in broadcasting radio or televison programs, whether through the public airwaves, by
cable, direct or indirect satdllite transmission or other means of transmission, the sales and charges
for services arisng from the sde of subscriptions to such programs or from the broadcasting of
such programs and of commercid messages in connection therewith, will be dlocated to New
York City according to the ratio of the number of listeners or viewers within the City to the totd
number of such listeners or viewers within and outside the City.

836. Paragraphs 2, 3 and 4 of subdivision (d) of such section are designated as paragraphs 4, 5 and 6
and new paragraphs 2 and 3 are added to such subdivision to read as follows:

(2) Double-weighted gross income percentage for manufacturing businesses. (i) For taxable

years beginning on or after July 1, 1996, a taxpayer that is a manufacturing business as defined bdow

may dect to determine its business all ocation percentage by adding together the percentages determined

under subparagraphs (i), (ii), and (iii) of paragraph (1) of this subdivison (d) and adding to that sum an

additiona percentage egual to the percentage determined in subparagraph (iii) of paragraph (1) and

dividing the totd by the number of percentages. See paragraph (5) of this subdivison (d) for the

determination of the business alocation percentage where one or more factorsis missng.

(i) For purposes of this paragraph (2), a "manufacturing busness' is defined as an
unincorporated busness engaged primarily in the manufacturing and sde of tangible persond
propety. The term manufacturing includes the process, including assembly,

(A) of working raw materids into wares auitable for use by the use of machinery, tools,
appliances or other Smilar equipment, or

(B) that gives new shapes, new quadlities or new combinations to matter that has aready
been subjected to some artificia process, by the use of machinery, tools, appliances or other
sSmilar equipment.

For this purpose, an unincorporated business shdl be deemed to be primarily engaged in
manufacturing if more than 50 percent of its gross receipts for the taxable year are atributable to
manufacturing. If an unincorporated entity is engaged in more than one unincorporated business, dl
such businesses shdll be treated as a single business for purposes of determining whether more than
50 percent of the gross receipts for the taxable year of that business are from manufacturing. See
§28-02(a)(4)(ii) of theserules.

(i) An €eection to use the double-weighted gross income percentage must be made on a
timdy-filed origind return (induding extensions) for the taxable year. A separate dection must be
made for each taxable year. The dection is irrevocable and cannot be made on an amended return
except with the permisson of the Commissoner of Finance upon such terms and as the
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Commissoner may specify where the Commissoner concludes that such permisson should be
granted in the interests of fairness and equity due to changes in circumstances resulting from an
audit adjustment. If ataxpayer fails to make an eection to use the double-weighted gross income
percentage, its business alocation percentage, where applicable, must be determined under the
provisons of paragraph (1) of this subdivision (d).

(3) Formula allocation required. For taxable years beginning on or after January 1, 1996, in the
cae of ataxpayer that is substantidly engaged in the business of publishing newspapers or periodicals,
subgtantidly engaged in the business of broadcadting radio or teevison programs, or substantialy
engaged in any combination of such busnesses and such taxpayer is dso engaged in any other
unincorporated business, §28-07(c) of these rules shal not apply and the portion of the taxpayer's
unincorporated business taxable income from al such businesses shdl be determined using the dlocation
formula provided in this subdivison (d) unless the Commissoner of Finance determines that the income
of the taxpayer from dl unincorporated businesses carried on in whole or in pat in the City is not fairly
and equitably reflected, in which event the provisions of subdivison (€) shdl apply. For purposes of this
paragraph (3), a taxpayer shdl be deemed to be subgtantidly engaged in the business of publishing
newspapers or periodicds or broadcasting radio or televison programs, or any combination of such
businessss, if more than ten percent of the taxpayer's gross receipts from al businesses are atributable
to publishing newspapers or periodicals or broadcasting radio or televison programs.

837. Examples (i) and (ii) of paragraph 2, redesignated as paragraph 4, of such subdivison (d) of such
section are amended to read as follows:

([2]4) Examples.

Example (i): [In the case of]Individud A is a manufacturer whose plant is located in Connecticut],
the]. The bulk of his sales are made in New York City through a rented saes
officein New York City from which traveling sdlesmen cover the States of New
York, New Jersey and Pennsylvania. For the purpose of expediting ddliveries
to customers, a warehouse is owned and maintained in New York City. In
addition, independent consultants are employed in furtherance of the
manufecturer's business. The following illustrates the gpplication of the
"dlocation formuld' for 1995: For the dlocation of sales of tangible persond
property for taxable years beginning on or after July 1, 1996, see 827-
07(d)(1)(iii)(A)(2) and 27-07(d)(2) of these rules.

A B C D
Decription of Items  Tota Factors New York City Percent
used asfactors within and Factors ColumnCis

without New of Column B
York City
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1. Vdueof thered

and tangible persond

property of the business

(average of vdues a

beginning and end of

year) $500,000 $35,000 7%

2. Wages, sdlariesand

other personal service

compensation paid during 400,000 140,000 35%
the year

3. Gross salesor
charges for services
during the year 1,200,000 972,000 81%

4. Total of percentages
in Column D 123%

5. Average of

percentages (divide

total percentages, item

4, by 3) 41%

[Example (ii):] The figuresin Column B are the totads for the business both within and without New
York City. Thefiguresin Column C represent the following:

(A) Item 1. The average vaue of the red and tangible persona property within New
York City. The real property entered here includes the owned warehouse and the value
of the rented sdes office in New York City. Tangible persond property conssts of
meachinery, tools, implements and other equipment and goods, wares and merchandise.

(B) Item 2. Compensation paid to employees for services in connection with
business carried on within New Y ork City consists of the compensation of the New Y ork
City sdes office and warehouse force and the sdlesmen traveling out of the New York
City sdes office. Fees paid for work done for the business by independent contractors
located within and without the City cannot be included in the payroll factor. Only wages
and other compensation paid to employees may be included.

(C) Item 3. Gross sdes or charges for services performed by or through an agency

located within New York City. The sales or charges to be alocated to New York City
include dl sdes negotiated or consummated and charges for services performed by an
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employee, agent, agency or independent contractor chiefly Stuated at, connected with by
contract or otherwise, or sent out from offices of the unincorporated business or other
agencies Stuated within the City. In this example, al sdes made by the New York City
sdes office and the sdlesmen sent from that office, no matter in what State they may make
the sdles, are allocated to New York City.

Example (ii): The facts are the same as in example (i) except that the figures represent the reaults for
1997 and Item 3 represents soldy receipts from sales of tangible persona property
manufactured by the taxpayer and the amount of such receipts for sdes shipped to points
within the City (item 3 column C) is $600,000. The figure in column D of item 3 is
therefore 50 percent. If the taxpayer dects to use the double-weighted gross income
percentage as provided in paragraph (2) of this subdivison (d), items 4 and 5 would be
determined asfollows

4. Total of percentages
in Column D adding
ltem 3 twice 142%

5. Average of percentages
(divide total percentages,

ltem 4, by 4) 35.5%

§38. Paragraph 2, redesignated as paragraph 4, of such subdivison (d) of such section is amended to
add anew example (iii) to read asfollows:

Example (iii): Partnership A is substantidly engaged in providing cable televison service both
ingde and outside the City. All of Partnership A's gross receipts are attributable to its
cable tdlevison sarvice business. Therefore Partnership A is required to use formula
dlocation unless the Commissioner determines that the formula in paragraph (3) of
this subdivison does not fairly and equitably reflect the business income in the City.
Partnership A receives income from sdes of advertisng on its programs as well as
income from subscriptions.  Subscription _prices are _not _uniform _throughout
Partnership A's service area; some subscribers pay a higher price than others do.
Partnership A can identify the source of the subscription receipts directly by the
location of the subscriber. In this case, the Commissoner may determine that the use
of audience data for dlocating subscription receipts does not fairly and eguitably
reflect Partnership A's subscription receipts from the City and, under subdivision (€)
of this section, may require subscription receipts to be sourced according to
subscriber location while advertising receipts must be sourced according to audience
data.
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839. Paragraph 3 of such subdivison (d), redesignated as paragraph 5, is amended to read as follows.

([3]5) Missing factors. The dlocation percentage is computed by adding together the percentages
of the taxpayer's red and tangible persona property, payroll and gross income within New Y ork City
during the period covered by the return, and dividing the total of such percentages by three unless the
taxpayer is a manufacturing business and elects to use a double weighted gross income percentage for a
taxable year beginning on or after July 1, 1996, in which event the total of such percentages is divided
by four. However, if one of the factors, for example, the payroll factor is missing, the other [two]
percentages are added and the sum is divided by [two]the number of percentages, and if two of the
factors are missing, the remaining factor percentage is the alocation percentage. (A factor is not missing
merely because its numerator is zero, but it ismissng if both its numerator and its denominator are zero.)

840. Paragraph 1 of subdivison (f) of such section is amended to read as follows:

(2) Income and deductions from renta of rea property of the unincorporated business and
gain or loss from the sdle, exchange or other disposition thereof are not subject to dlocation under
any of the provisons of these [regulations|rules but are consdered as entirely derived from or
connected with the State, other than this State, in which the red property is located, or if such
property is located within this State, the political subdivison in which the property is located.
Where a building or a parce of red propety is hed partly for occupancy and use by the
unincorporated busness and partly for the production of renta income, the vaue thereof should be
gpportioned on a far and equitable basis and only the portion of such vaue attributable to
occupancy and use by the unincorporated business should be included in the property percentage
of the alocation formula under 828-07(d). Nothing in this subdivison (f) of this §28-07 is to be
congtrued to treat income, gain, loss or deductions from red property as derived from an
unincorporated business carried on in whole or in part in New York City in contradiction of the
provisons of §28-02(h) for taxable years beginning on or after July 1, 1994.

841. Section 28-07 of such rulesis amended by adding a new subdivision (i) to read asfollows:

(i) Allocation of investment income. [reserved]

842. Section 28-07 of such rulesis amended by adding a new subdivision (j) to read asfollows:

() Allocation for entities with a distributive share of income, gain, loss or deduction derived
from another unincorporated business.

(1) General. If an unincorporated entity (the "partner™) is a partner in another unincorporated
entity (the "partnership”), carrying on an unincorporated business wholly or partly in New York
City and dther the patner or the partnership dlocates a portion of its unincorporated business
entire net income outside New Y ork City, the partner must alocate its business income, if any, as
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provided in paragraph (2) of this subdivison, and its invesment income, if any, as provided in
paragraph (3) of this subdivison. If the partner's digributive shares of the busness and invesment
income of the partnership are not separately stated on the partnership's Interna Revenue Service
Form 1065, Schedule K-1, with respect to the partner, the proportion of business and investment
income in the partner's digributive share will be deemed to be the same as the proportion of
business and investment income in the unincorporated business entire net income of the partnership
before dlocation.

Except as provided in subparagraph (i) of paragraph (2) of this subdivison () (rentd red estate), a
partner must use the same method to dlocate its digtributive share of each item of business income,
gan, loss or deduction from a given partnership, other than deductions not subject to dlocation as
provided in section 28-08 of these rules.

(2) Allocation of business income.

() (A) Except as otherwise provided in subparagraph (i)(B) of this paragraph, a
patner must alocate to the City the same percentage of its distributive share of each item of a
particular partnership's business income, gain, loss and deduction as the partnership alocated
to the City for purposes of determining its own business income dlocated to the City for the
partnership's taxable year ending with or within the partner's taxable year.

(B) Discretionary use of other methods. The Commissoner of Finance in his or
her discretion may permit or require a taxpayer partner to use another method to alocate
its busness income if the Commissoner determines that the method provided in
subparagraph (i)(A) of this paragraph (2) does not result in afair and equitable dlocation
to the City of the taxpayer partner's income.

(C) Alternative methods that may be permitted or required by the Commissioner of
Finance include, but are not limited to, the following:

(a) aformula method whereby the partner cdculates a single business dlocation
percentage that it applies to its own business income and to its distributive shares of
business income from partnerships. In computing this business dlocation percentage,
the partner mugt include its percentage interest in the property, gross income and
payroll within and without the City of the partnerships from which it recgves a
digributive share. For purposes of this subparagraph, a partner's percentage interest
in a patnership's property, gross income and payroll will be deemed to be the same
as the partner's percentage interest in the profits, losses and capital of the partnership
as reflected on the partnership's Internd Revenue Service Form 1065, Schedule K-
1, with respect to the partner for the partnership's taxable year ending within or with
the partner's taxable year.

(b) a method whereby the partner's digtributive share of income, gain, loss and
deduction from a patnership is dlocated by the partner's busness alocation
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percentage determined without regard to the business alocation factors or books
and records of the partnership. This method may be appropriate where al diligent
efforts by the partner to obtain the necessary information from the partnership have
falled and the use of this method is not otherwise digtortive.

(i) Notwithstanding anything contained in subparagraph (i) of this paragraph (2) to the
contrary, a patner mugt dlocate its didributive share from a partnership of each item of
income and deduction attributable to rentd red estate and each item of gain or loss from the
sde, exchange or other dispostion of red estate in accordance with subdivison (f) of this
section.

(3) Allocation of investment income.

() Except as otherwise provided in subparagraphs (ii) and (iii) of this paragraph, in
computing its dlocated investment income, the partner mugt dlocate to the City its separate
investment income, determined without regard to its digtributive shares from  partnerships,
using an invesment dlocation percentage determined without regard to its percentage interest
in the investment capitd of any partnership.  The partner must separately alocate to the City
the same percentage of its digributive share of investment income of a particular partnership as
the partnership dlocated to the City for purposes of determining its own investment income
dlocated to the City for the partnership's taxable year ending with or within the partner's

taxable year.

(i) Discretionary use of other methods. The Commissoner of Finance in his or her
discretion may permit or require the taxpayer to use another method to dlocate its distributive
share of investment income of the partnership if the Commissoner determines that the method
provided in subparagraph (i) of this paragraph (3) does not result in a far and equitable
dlocation to the City of the taxpayer's income.

(i) _Alternative methods that may be permitted or required by the Commissoner of
Finance include, but are not limited to, a method whereby, in computing its_investment
dlocation percentage, the partner includes its percentage interest of the items of investment
capitd that are used in computing the investment dlocation percentages of the partnerships
from which it receives digributive shares. In this method, the partner must then dlocate the
sum of its separate investment income and its digtributive shares of investment income from
other partnerships by the investment allocation percentage so computed.

(4) Examples. The following examples illusrate methods of dlocation of busness and

investment income for entities that recaive digributive shares. Because an entity that receives a

digributive share from ancther entity subject to the UBT will generdly be digible for the UBT Pad

Credit, these examples d<o illudrate the caculation of the credit where the entities allocate a

portion of their income outsde the City. The facts of the following examples have been smplified

and do not reflect the deduction alowed by Ad. Code section 11-509(a) or the exemption alowed

by Ad. Code section 11-510(1). The effect of other credits allowed under Ad. Code section 11-
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503 ds0 is not reflected. For further information about the UBT Paid Credit see §28-03(d) of

theserules.

Example 1: Allocation of Business |ncome--Books and Records

AB is a partnership doing business indde and outsde New York City. AB has two
patners, A and B, both of which are aso partnerships doing business insgde and outsde
New York City. A's partnership interest in AB is 60% and B's is 40%. None of the
partnerships have any invesment income.

AB, A, and B dl alocate on the basis of books and records and A and B alocate their
digributive shares from AB pursuant to 828-07())(2)(i)(A) of these rules. AB has
unallocated unincorporated business entire net income ("UBENI™) of $1000x of which
$700x is dlocable by its books and records to its business location in the City and $300x
is dlocable to its busness location outside the City. A's separate unallocated UBENI is
$1000x _of which $500x is dlocable to its business location in the City and $500x is
dlocable to its business location outside of the City. B's separate undlocated UBENI is
$100x of which $90x is dlocable to its business location in the City and $10x is dlocable
to its business location outside of the City.

A's Allocated Unincor porated Business Taxable |ncome (" UBTI")

A's dlocated UBTI is $920x, composed of A's separate allocated UBTI of $500x and
A's 60% distributive share of AB's dlocated UBTI of $700x alocated to the City.

Calculation of A'sUBT Paid credit and Tax Liability.

Measure 1:

A's digtributive share percentage of AB's UBT is $16.8x (A's didributive share

Measure 2:

percentage of 60% multiplied by AB's UBT liahility of $28x.)

A's UBT liability on its dlocated UBTI of $920x would be $36.8x. Without its

digtributive share of $420x from AB, A's alocated UBTI would be $500x on which the
tax would be $20x. The incrementd tax effect of the distributive share is $16.8x ($36.8x-
$20x = $16.8x.)

Therefore, A's UBT paid credit is $16.8x, reducing its UBT liability to $20x.

B's Allocated UBTI

B's dlocated UBTI is $370x, composed of B's separate alocated UBTI of $90x and B's
40% distributive share of AB's dlocated UBTI of $700x.

Calculation of B's credit.
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Measure 1:

B's didributive share percentage of AB's UBT is $11.2x (B's digributive share

Measure 2:

percentage of 40% multiplied by AB's UBT liahility of $28x.)

B's UBT liability on its alocated UBTI of $370x would be $14.8x. Without its

Example 2:

digributive share of $280x from AB, B's allocated UBTI would be $90x on which the tax
would be $3.6x. The incrementa tax effect of the digtributive share is $11.2x ($14.8x-
$3.6x = $11.2x.)

Therefore, B's UBT paid credit is $11.2x, reducing its tax liability to $3.6x.

Allocation of Business Income--Formula Allocation with a Flow Through of

Factors

The facts are the same as in Example 1 except that it has been determined by the
Commissoner of Finance that the method used in example 1 is distortive and that the
taxpayer must use the method described in 828-07(1)(2)(1))(C)(a) of these rules. (This
example is provided to illustrate the cdculaion of the alocation percentages and
applicable UBT paid credit and is not intended to illugtrate the circumstances under which
the Commissoner will find the use of an dlocatiion method to be digortive) All three
patnerships dlocate their income pursuant to 828-07(d) of these rules (the formula
method). AB, A and B are not manufacturing firms digible to dect to use a double-
weighted gross income factor. AB's business dlocation percentage is 70% computed as
follows:

Totd wAin & w/o the City

% inNYC

Property

$10,000

70%

Wages

$1,000

60%

Gross Income

$5,000

80%

Total

210%

Average

70%

Without taking into account its distributive share from AB, A has a 50% busness

alocation percentage computed as follows:

>

Totd wAin & wi/o the City

zZ
<
@)

%inNYC

$10,000

Fﬁ
o
o
o

50%

EE
3 |[3

$1,000
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Gross Income $5,000 $2,000 40%

Totd 150%
Average 50%

Without taking into account its digributive share from AB, B has a 90% business
dlocation percentage computed as follows:
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B Totd wiin & wi/o the City NYC %inNYC
Property $10,000 $9,000 90%
Weages $1,000 $850 85%
Gross Inc. $5,000 $4750 95%
Total 270%
Average 90%

AB's UBENI is $1000x. AB's dlocated UBTI is $700x. AB pays UBT of $28x. AB's

Form NYC-204 indicates that A's distributive share from AB is $600x and that B's

digributive share is $400x. A and B are subject to the UBT and are entitled to UBT

Paid Credits based upon their disributive shares from AB. A's separate UBENI is

$1000x. B's separate UBENI is $100x.

AB, A and B dl dlocae busness income usng formula dlocation and compute their

busness alocation percentage pursuant to §28-07())(2)(i)(C)(a) of theserules.

Calculation of A's Allocation Per centage

A Totd w\in & w/o City NYC %inNYC
A's Property $10,000 $5,000

60% of AB's Property $ 6,000 $4,200

Total Property $16,000 $9,200 57.50%
Wages A $1,000 _$600

60% of AB'swages _ $600 ~$360

Tota Wages $1,600 _$960 60%

A's Gross Income ~$5,000 $2,000

60% of AB'sG.I. '$3,000 $2,400

Totd G.I. -$8,000 $4,400 55%
Totd 172.50%
Average 57.50%
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A's Allocated UBT]I

A's total unalocated UBENI is $1600x (separate UBENI of $1000x + digtributive share
of AB's UBENI ($600x).) A'sallocated UBTI is $920x (57.5% of $1600x = $920x.)

Calculation of A'sUBT Paid Credit.

Measure 1:  A's distributive share percentage of AB's UBT is $16.8x asin example 1 above.

Measure 2 A's UBT liaghility onits dlocated UBTI of $920x would be $36.8x. Without its distributive
share of $600x from AB and without taking into account its share of AB's dlocation
factors, A's dlocated UBTI would be $500x (50% of $1000x) on which the tax would
be 20x. The incrementa tax effect of the ditributive share is $16.8x ($36.8x-$20x =

$16.8x.)
Therefore, A's UBT paid credit is $16.8x, reducing its UBT liability to $20x.

Calculation of B's Allocation Per centage

B Tota w/iin & w/oNYC NYC %IinNYC
B's Property $10,000 $9,000

40% of AB's $4,000 $2,800

Property

Total Prop. $14,000 $11,800 84.29%
B's Wages $1,000 _$850

40% of AB's _$400 _$240

Wages

Total Wages $1,400 $1,090 77.86%
B's Gross Income $5,000 $4,750

40% of AB'sG.I. $2,000 $1,600

Tota G.I. $7,000 $6,350 90.71%
Totd 252.86%
Averege 84.29%

B's Allocated UBTI
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B'stota unallocated UBENI is $500x (separate UBENI of $100x + distributive share of
AB's UBENI ($400x).) B'salocated UBTI is $421x (84.29% of $500x = $421x.)

Calculation of B's UBT Paid Credit.

Measure 1:

B's distributive share percentage of AB's UBT is $11.2x, asin example 1 above.

Measure 2:

B's UBT liability on its dlocated UBTI of $421x would be $16.86x. Without its

Example 3:

digributive share of $400x from AB and without taking into account its share of AB's
dlocation factors, B's allocated UBTI would be $90x (90% of $100x) on which the tax
would be $3.6x. Theincrementd tax effect of the distributive share is $13.26x ($16.86x-
$3.6x = $13.26x.)

Therefore, B's UBT paid credit is $11.2x reducing its tax ligbility to $5.66x.

Allocation of Business Income--Formula Allocation without a Flow-Through of

Factors

All facts are the same as in Example 2 except that pursuant to §28-07(1)(2)(1)(B) of these
Rules, A and B receive written permission from the Commissoner of Finance to use the
method specified in §28-07(j)(2)(1))(C)(b) of these Rules under which they dlocate their
distributive shares of income, gain, loss and deductions from AB using their own business
alocation percentages without regard to the business dlocation percentage of AB. (This
example is provided to illustrate the caculaion of the alocation percentages and
applicable UBT paid credit and is not intended to illugtrate the circumstances under which
the use of an dternative dlocation method will be dlowed.)

A's Allocated UBTI

A's total unalocated UBENI is $1600x (separate UBENI of $1000x + digtributive share
of AB's UBENI ($600x).) A'salocated UBTI is 800x (50% of $1600x = $300x.)

Calculation of A'scredit.

Measure 1:

A's digtributive share percentage of AB's UBT is $16.8x asin example 1 above.

Measure 2:

A's UBT liability on its dlocated UBTI of $800x, would be $32x. Without its digtributive

share of $600x from AB, A's dlocated UBTI would be $500x (50% of $1000x) on
which the tax would be $20x. The incrementa tax effect of the digributive share is $12x
($32x-$20x=$12x.)

Therefore, A's UBT paid credit is $12x reducing its tax ligbility to $20x.
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B's Allocated UBTI

B's total unallocated UBENI is $500x (separate UBENI of $100x + distributive share of
AB's UBENI ($400x).) B'salocated UBTI is $450x (90% of $500x = $450x.)

Calculation of B's credit.

Measure 1:  B'sdigtributive share percentage of AB's UBT is$11.2x asin example 1.

Measure 2  B's UBT liability on its dlocated UBTI of $450x, would be $18x. Without its distributive
share of 400x from AB, B's dlocated UBTI would be $90x (90% of $100X) on which
the tax would be $3.6x. The incrementad tax effect of the distributive share is $14.2x
($18x-$3.6x=$14.2x.)

Therefore, B's UBT paid credit is $11.2x reducing its tax liability to $6.8x.

843. Paragraph (1) of subdivision (b) of section 28-09 of these rules is amended to read asfollows:

(1) Generd. For taxable years beginning before July 1, 1994, a[A] partnership (or other
unincorporated entity which is consdered to be a partnership for unincorporated busness tax
purposes, see §28-02(c) of these [regulations] rules) is dlowed an exemption in addition to the
specific exemption described in §28-09(a)(1) if a partner or member of such partnership or other
entity is, in its separate capacity, taxable under the [City corporate business| genera corporation
tax imposed pursuant to Chapter 6 of Title 11 of the Adminigtrative Code or the [City]
unincorporated business tax imposed pursuant to Chapter 5 of Title 11 of the Adminigrative Code.
The additional exemption dlowable in such a case is the amount of such partner's or member's
proportionate interest in the excess of the partnership's unincorporated business gross income (as
computed under 828-05 of these [regulations] rules) over the partnership's unincorporated
business deductions alowed under 8828-06 and 28-08 of these [regulations]rules. If the
unincorporated business of a partnership which qudified for the additiond exemption under this
subdivision (b) is carried on both within and without New Y ork City, the proportionate interest of a
partner or member with respect to which the additiond exemption is alowable is computed without
regard to any alocation the partnership may be permitted to make under 828-07 of these
[regulationg] rules, other than an dlocation gpplicable to a net operating loss deduction alowable
under 828-06 of these [regulations] rules.

No additiond exemption is dlowed for amounts disributed to an individud member of a
partnership who aso carries on his own separate and independent unincorporated business and
who, pursuant to 828-05(a) of these [regulations] rules, is not required or permitted to include his
digributive share of partnership income in computing his own separate unincorporated business
grossincome.
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Notwithstanding anything in these rules to the contrary, no additional exemption shdl be dlowed to
an unincorporated business for any taxable year of the unincorporated business beginning after June
30, 1994.

844. Paragraph 1 of subdivison (a) of section 28-15 of such rulesis amended to read asfollows:

(1) Every unincorporated business shal make a declaration of estimated unincorporated business
tax for each taxable year if: (i) for taxable years beginning after 1986 but before 1996, its
unincorporated business taxable income can reasonably be expected to exceed [$2,500] $15,000; (ii)
for taxable years beginning in 1996, its unincorporated business taxable income can reasonably be
expected to exceed $20,000; and (iii) for taxable years beginning after 1996, its edtimated
unincorporated business tax can reasonably be expected to exceed $1,000 for the taxable year. The
declaration must cover a cdendar year accounting period, or a full fiscd year if the taxpayer files its
unincorporated business tax return on a fiscd year bass, unless a declaration for a short period is
required by §28-15(k).

845. Subdivison (b) of such section is amended to read asfollows:

(b) Contents of declaration. For the purpose of making the declaration, the amount of the
unincorporated business taxable income which the business can reasonably be expected to receive or
accrue, depending upon the method of accounting upon which the unincorporated business taxable
income is computed, or, for taxable years beginning after 1996, the amount of the estimated tax, shal be
determined upon the basis of the facts and circumstances exigting at the time prescribed for the filing of
the declaration as well as those facts and circumstances reasonably to be anticipated for the taxable
year.

846. Paragraph 1 of subdivision (f) of such section is amended to read as follows:

(f) Time for filing declaration by an unincorporated business having estimated unincor porated
business tax of $40 or less for taxable year. (Administrative Code, §11-511(d)(2)).

(1) For taxable years beginning before 1997, [An] an unincorporated business which has an estimated
unincorporated business tax of $40 or less may file its declaration for the taxable year asfollows.

(i) if on acdendar year basis, on or before the 15th day of January of the succeeding calendar
year, or

(i) if on afiscd year basis, on or before the 15th day of the month immediatdy following the
close of such taxable year.

(iii) in the case of a short taxable year, on or before the 15th day of the month immediatey
following the close of such taxable yesar.

57



847. Subdivison (@) of section 28-18 of such rulesis amended to read asfollows:

§28-18 Returns and Payment of Tax. (&) Returns--filing requirements. (Adminigrative Code
811-514(a)). For taxable years beginning after 1986 but before 1997, [A] a return on a form
prescribed by the Commissioner of Finance must be made and filed for each taxable year by or for
every unincorporated business which is carried on in this City to any extent, and which has ether
unincorporated business gross income of more than $10,000, computed without deduction for cost of
goods sold or sarvices peformed and without regard to dlocation under 828-07 of these
[regulations]rules, regardless of whether or not it has unincorporated business taxable income. In
addition, every unincorporated business which has unincorporated business gross income of $10,000 or
less, but], or [which has] any amount of unincorporated business taxable income [must dso make and
file areturn for each taxable year in which it carries on business in the City to any extent]. In addition

for taxable years beginning after 1996, a return on a form prescribed by the Commissioner of Finance
must be made and filed for each taxable year by or for every unincorporated business that is carried on
in this City to any extent and that has ether (1) unincorporated business gross income, computed
without deduction for cost of goods sold or services performed and without regard to alocation, of
more than $25,000 in the case of a partnership, or more than $75,000 for any other unincorporated
business, regardless of whether it has unincorporated business taxable income, or (2) unincorporated
business taxable income of more than $15,000 in the case of a partnership, or more than $35,000 for
any other unincorporated business. Any return required under this subdivision (a) shdl be made by the
individua or unincorporated entity who or which was engaged in the conduct or the liquidation of the
business, unless such individua is deceased, or unless such individud or entity is under a disability, in
which case the return shdl be made and filed by the executor or administrator (in the case of a deceased
individud), or by any fiduciary or other person charged with the property of the individud or entity, or
by a duly authorized agent. The foregoing provison regarding the filing of returns by fiduciaries or
agents in the case of death or disability of an individua taxpayer does not relieve the taxpayer or his
edate from liahility if such fiduciary, agent or other person omits or fails to file any return required under
Chapter 5 of Title 11 of the Adminigtrative Code. If an individua or other unincorporated entity is
engaged in severd didtinct business activities, only one return shall be filed. In such a case, however, a
separate schedule for each activity should be filed with the return.

848. Section 28-18 of such rulesis amended to add anew subdivision (j) thereto to read as follows:

(1) _Reporting requirements for parking services provided to tenants. Administrative Code
811-502(d). For taxable years beginning on or after July 1, 1996, an owner, lessee or fiduciary
holding, leasing or managing red property and operating a garage or other smilar facility a any such
property that is open to the public must provide the following information for each such garage or smilar
facility on a return as required by subdivision (a) of this 828-18 in order to treat parking, garaging or
motor vehicle storage sarvices provided to tenants at any such property as incidenta to the holding,
leasing or management of the red property and not part of an unincorporated busness. A return must
be filed and the following information submitted regardless of whether, taking into account the exclusion
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of the income from the provison of parking or Smilar services to tenants, the taxpayer's gross income
from dl unincorporated businesses carried on in whole or in part in the City would be below that
necesstating the filing of a return under subdivison () of this §828-18. Failure to submit the following
information for a garage or Smilar fadlity a any such property in any materiad respect will result in
parking, garaging or vehicle storage services rendered to tenants at that property being subject to the
tax imposed by Chapter 5 of Title 11 of the Adminigrative Code. However, inadvertent omissons of
information for an inggnificant number of tenants or minor inadvertent factud errors will not cause such
services to be taxable.

The taxpayer must submit with the return required by subdivision (a) of this §28-18 a satement for
each garage or other smilar fadility for which an excluson is daimed pursuant to §28-02(h)(2)(iii)

containing:

(1) the parking fadility name;

(2) the parking facility address;

(3) thelicense number of the fadility, if applicable:

(4) thelicensed capacity of the fadility, if licensed:;

(5) thetotd number of transactions and amount of receipts for the taxable year from dl saes
of parking services including prepaid parking sarvices, dl parking services provided without
charge and dl parking services paid for by a person other than the person whose vehicle is
parked, garaged or stored (such as a merchant validation of a parking ticket);

(6) the totd number of transactions and amount of receipts from sdes of monthly or longer
term parking sarvices, including a designation of each transaction and receipt as exempt from
the e ght percent Manhattan parking tax, where applicable; and

(7) the totd number of transactions and amount of receipts from sdes of monthly or longer
term parking sarvices provided to tenants.

The taxpayer must maintain records containing the name, address, and license plate number for
each tenant and must make such records available to the Department upon request.
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BASISAND PURPOSE OF AMENDMENTS

These amendments affect the portion of the Rules Reding to the New York City
Unincorporated Business Tax governing the definition of an unincorporated business, the imposition of
the tax, the definition of unincorporated business taxable income, the definition of unincorporated
business gross income, the dlocation of unincorporated business income, the unincorporated business
deductions, the unincorporated business exemptions and the filing of returns. The purpose of these
amendments is to reflect legidative changes made to various agpects of the tax by Ch. 485 of the Laws
of 1994, Chs. 128 and 625 of the Laws of 1996 and Ch. 481 of the Laws of 1997.

/S Andrew S. Erigoff
Commissoner of Finance
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