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STATE OF NEW YORK

8867
2009- 2010 Regul ar Sessi ons
I N ASSEMBLY
June 11, 2009

Introduced by M of A FARRELL, SILVER -- read once and referred to the
Committee on Ways and Means

AN ACT to anend the adm nistrative code of the city of New York, the
busi ness corporation law and the not-for-profit corporation law, in
relation to bringing certain city tax laws into closer conformty with
certain state tax laws; and to repeal certain provisions of the admn-
istrative code of the city of New York relating thereto

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED | N SENATE AND ASSEM
BLY, DO ENACT AS FOLLOWE:

Section 1. dause (A of subparagraph 8 of paragraph (a) of subdivi-
sion 3 of section 11-604 of the adnministrative code of the city of New
York, as added by chapter 625 of the laws of 1996, is anmended to read as
fol | ows:

(A) For taxable vyears beginning on or after July first, nineteen
hundred ni nety-si x AND BEFORE JANUARY FIRST, TWD THOUSAND ELEVEN, a
manuf acturing corporation nmay elect to deternmine its business allocation
percentage by addi ng together the percentages determ ned under subpara-
graphs one, two and three of this paragraph and an additional percentage
equal to the percentage determ ned under subparagraph two of this para-
graph, and dividing the result by the nunber of percentages so added
t oget her.

S 2. Paragraph (a) of subdivision 3 of section 11-604 of the admnis-
trative code of the city of New York is anended by addi ng a new subpar a-
graph 10 to read as foll ows:

(10) NOTW THSTANDI NG SUBPARAGRAPHS ONE THROUGH FI VE OF THI S PARAGRAPH,
BUT SUBJECT TO SUBPARAGRAPH EI GHT OF THI S PARAGRAPH, THE BUSI NESS ALLO
CATI ON PERCENTAGE, TO THE EXTENT THAT IT I S COWUTED BY REFERENCE TO THE
PERCENTAGES DETERM NED UNDER SUBPARAGRAPHS ONE, TWO AND THREE OF THI'S
PARAGRAPH, SHALL BE COWUTED IN THE MANNER SET FORTH I N THI S SUBPARA-
GRAPH.

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
LBD14333- 02- 9
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(A) FOR TAXABLE YEARS BEG NNING IN TWO THOUSAND NI NE, THE BUSI NESS
ALLOCATI ON PERCENTAGE SHALL BE DETERM NED BY ADDI NG TOGETHER THE FOLLOW
I NG PERCENTAGES:

(1) THE PRODUCT OF THI RTY PERCENT AND THE PERCENTAGE DETERM NED UNDER
SUBPARAGRAPH ONE OF THI S PARAGRAPH,

(1'l) THE PRODUCT OF FORTY PERCENT AND THE PERCENTACGE DETERM NED UNDER
SUBPARAGRAPH TWO OF THI S PARAGRAPH, AND

(1) THE PRODUCT OF TH RTY PERCENT AND THE PERCENTAGE DETERM NED
UNDER SUBPARAGRAPH THREE OF THI S PARAGRAPH.

(B) FOR TAXABLE YEARS BEG NNING IN TWO THOUSAND TEN, THE BUSI NESS
ALLOCATI ON PERCENTAGE SHALL BE DETERM NED BY ADDI NG TOGETHER THE FOLLOW
I NG PERCENTAGES:

(1) THE PRODUCT OF TWVENTY- SEVEN PERCENT AND THE PERCENTAGE DETERM NED
UNDER SUBPARAGRAPH ONE OF THI S PARAGRAPH,

(1'l) THE PRODUCT OF FORTY-SI X PERCENT AND THE PERCENTAGE DETERM NED
UNDER SUBPARAGRAPH TWO OF THI S PARAGRAPH, AND

(I'11) THE PRODUCT OF TWENTY- SEVEN PERCENT AND THE PERCENTAGE DETER-
M NED UNDER SUBPARAGRAPH THREE OF THI S PARAGRAPH.

(©) FOR TAXABLE YEARS BEG NNI NG I N TWO THOUSAND ELEVEN, THE BUSI NESS
ALLOCATI ON PERCENTAGE SHALL BE DETERM NED BY ADDI NG TOGETHER THE FOLLOW
I NG PERCENTAGES:

(1) THE PRODUCT OF TWENTY- THREE AND ONE- HALF PERCENT AND THE PERCENT-
AGE DETERM NED UNDER SUBPARAGRAPH ONE OF THI S PARAGRAPH,

(1'l) THE PRODUCT OF FI FTY- THREE PERCENT AND THE PERCENTAGE DETERM NED
UNDER SUBPARAGRAPH TWO OF THI S PARAGRAPH, AND

(I'r1)y THE PRODUCT OF TWENTY-THREE AND ONE-HALF PERCENT AND THE
PERCENTAGE DETERM NED UNDER SUBPARAGRAPH THREE OF THI S PARAGRAPH.

(D) FOR TAXABLE YEARS BEG NNI NG I N TWO THOUSAND TWELVE, THE BUSI NESS
ALLOCATI ON PERCENTAGE SHALL BE DETERM NED BY ADDI NG TOGETHER THE FOLLOW
I NG PERCENTAGES:

(1) THE PRODUCT OF TWVENTY PERCENT AND THE PERCENTAGE DETERM NED UNDER
SUBPARAGRAPH ONE OF THI S PARAGRAPH,

(1'l) THE PRODUCT OF SI XTY PERCENT AND THE PERCENTACGE DETERM NED UNDER
SUBPARAGRAPH TWO OF THI S PARAGRAPH, AND

(I'r1)y THE PRODUCT OF TWENTY PERCENT AND THE PERCENTAGE DETERM NED
UNDER SUBPARAGRAPH THREE OF THI S PARAGRAPH.

(E) FOR TAXABLE YEARS BEG NNI NG I N TWO THOUSAND THI RTEEN, THE BUSI NESS
ALLOCATI ON PERCENTAGE SHALL BE DETERM NED BY ADDI NG TOGETHER THE FOLLOW
I NG PERCENTAGES:

(1) THE PRODUCT OF SI XTEEN AND ONE- HALF PERCENT AND THE PERCENTAGE
DETERM NED UNDER SUBPARAGRAPH ONE OF THI S PARAGRAPH,

(1) THE PRODUCT OF SI XTY-SEVEN PERCENT AND THE PERCENTAGE DETERM NED
UNDER SUBPARAGRAPH TWO OF THI S PARAGRAPH, AND

(1'11) THE PRODUCT OF SI XTEEN AND ONE- HALF PERCENT AND THE PERCENTAGE
DETERM NED UNDER SUBPARAGRAPH THREE OF THI S PARAGRAPH.

(F) FOR TAXABLE YEARS BEG NNI NG I N TWO THOUSAND FOURTEEN, THE BUSI NESS
ALLOCATI ON PERCENTAGE SHALL BE DETERM NED BY ADDI NG TOGETHER THE FOLLOW
I NG PERCENTAGES:

(1) THE PRODUCT OF THI RTEEN AND ONE- HALF PERCENT AND THE PERCENTAGE
DETERM NED UNDER SUBPARAGRAPH ONE OF THI S PARAGRAPH,

(1) THE PRODUCT OF SEVENTY- THREE PERCENT AND THE PERCENTAGE DETER-
M NED UNDER SUBPARAGRAPH TWO OF THI S PARAGRAPH, AND

(I'11)y THE PRODUCT OF THI RTEEN AND ONE- HALF PERCENT AND THE PERCENTAGE
DETERM NED UNDER SUBPARAGRAPH THREE OF THI S PARAGRAPH.
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(G FOR TAXABLE YEARS BEG NNI NG I N TWO THOUSAND FI FTEEN, THE BUSI NESS
ALLCOCATI ON PERCENTAGE SHALL BE DETERM NED BY ADDI NG TOGETHER THE FOLLOW
| NG PERCENTAGES:

(1) THE PRODUCT OF TEN PERCENT AND THE PERCENTAGE DETERM NED UNDER
SUBPARAGRAPH ONE OF THI S PARAGRAPH,

(1'l) THE PRODUCT OF ElI GHTY PERCENT AND THE PERCENTAGE DETERM NED UNDER
SUBPARAGRAPH TWO OF THI S PARAGRAPH, AND

(I'1l) THE PRODUCT OF TEN PERCENT AND THE PERCENTAGE DETERM NED UNDER
SUBPARAGRAPH THREE OF THI S PARAGRAPH.

FOR TAXABLE YEARS BEG NNI NG | N TWD THOUSAND SI XTEEN, THE BUSI NESS
ALLOCATI ON PERCENTAGE SHALL BE DETERM NED BY ADDI NG TOGETHER THE FOLLOW
| NG PERCENTAGES:

(1) THE PRODUCT OF SI X AND ONE- HALF PERCENT AND THE PERCENTAGE DETER-
M NED UNDER SUBPARAGRAPH ONE OF THI S PARAGRAPH,

(1'l) THE PRODUCT OF El GHTY- SEVEN PERCENT AND THE PERCENTAGE DETERM NED
UNDER SUBPARAGRAPH TWO OF THI S PARAGRAPH, AND

(I'11) THE PRODUCT OF SIX AND ONE-HALF PERCENT AND THE PERCENTAGE
DETERM NED UNDER SUBPARAGRAPH THREE OF THI S PARAGRAPH.

(1) FOR TAXABLE YEARS BEG NNI NG I N TWO THOUSAND SEVENTEEN, THE BUSI -
NESS ALLOCCATI ON PERCENTAGE SHALL BE DETERM NED BY ADDI NG TOGETHER THE
FOLLOW NG PERCENTAGES:

(1) THE PRODUCT OF THREE AND ONE-HALF PERCENT AND THE PERCENTAGE
DETERM NED UNDER SUBPARAGRAPH ONE OF THI S PARAGRAPH,

(1'l) THE PRODUCT OF NI NETY- THREE PERCENT AND THE PERCENTAGE DETERM NED
UNDER SUBPARAGRAPH TWO OF THI S PARAGRAPH, AND

(I'11) THE PRODUCT OF THREE AND ONE- HALF PERCENT AND THE PERCENTAGE
DETERM NED UNDER SUBPARAGRAPH THREE OF THI S PARAGRAPH.

(J) FOR TAXABLE YEARS BEG NNI NG AFTER TWDO THOUSAND SEVENTEEN, THE
BUSI NESS ALLOCATI ON PERCENTAGE SHALL BE THE PERCENTAGE DETERM NED UNDER
SUBPARAGRAPH TWO OF THI S PARAGRAPH.

(K) THE COW SSI ONER SHALL PROMULGATE RULES NECESSARY TO | MPLEMENT THE
PROVI SI ONS OF THI S SUBPARAGRAPH UNDER SUCH Cl RCUMBTANCES WHERE ANY OF
THE PERCENTAGES TO BE DETERM NED UNDER SUBPARAGRAPH ONE, TWO OR THREE OF
TH 'S PARAGRAPH CANNOT BE DETERM NED BECAUSE THE TAXPAYER HAS NO PROPER-
TY, RECEIPTS OR WAGES WTHI N OR W THOUT THE CI TY.

S 3. Paragraph 1 of subdivision (g) of section 11-508 of the admnis-
trative code of the city of New York, as added by chapter 625 of the
| aws of 1996, is anended to read as foll ows:

(1) For taxable years beginning on or after July first, nineteen
hundred ninety-six AND BEFORE JANUARY FIRST, TWD THOUSAND ELEVEN, a
manuf act uri ng busi ness may elect to determne its business allocation
percentage by adding together the percentages detern ned under para-
graphs one, two and three of subdivision (c) of this section and an
addi ti onal percentage equal to the percentage determ ned under paragraph
three of subdivision (c) of this section, and dividing the result by the
nunber of percentages so added together.

S 4. Section 11-508 of the admi nistrative code of the city of New York
i s amended by addi ng a new subdivision (i) to read as foll ows:

(1) NOTW THSTANDI NG SUBDIVISION (C) OF TH S SECTI O\, BUT SUBJECT TO
SUBDIVISION (G OF THIS SECTION, THE BUSINESS ALLOCATI ON PERCENTAGE
SHALL BE COWPUTED IN THE MANNER SET FORTH I N THI S SUBDI VI SI ON.

(1) FOR TAXABLE YEARS BEGQ NNING IN TWO THOUSAND NI NE, THE BUSI NESS
ALLCOCATI ON PERCENTAGE SHALL BE DETERM NED BY ADDI NG TOGETHER THE FOLLOW
| NG PERCENTAGES:

(A) THE PRODUCT OF THI RTY PERCENT AND THE PERCENTAGE DETERM NED UNDER
PARAGRAPH ONE OF SUBDI VI SION (C) OF TH S SECTI ON,
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(B) THE PRODUCT OF THI RTY PERCENT AND THE PERCENTAGE DETERM NED UNDER
PARAGRAPH TWO OF SUBDI VI SION (C) OF THI' S SECTI ON, AND

(© THE PRODUCT OF FORTY PERCENT AND THE PERCENTAGE DETERM NED UNDER
PARAGRAPH THREE OF SUBDI VISION (C) OF THI S SECTI ON.

(2) FOR TAXABLE YEARS BEG NNING IN TWO THOUSAND TEN, THE BUSI NESS
ALLOCATI ON PERCENTAGE SHALL BE DETERM NED BY ADDI NG TOGETHER THE FOLLOW
I NG PERCENTAGES:

(A) THE PRODUCT OF TWENTY- SEVEN PERCENT AND THE PERCENTAGE DETERM NED
UNDER PARAGRAPH ONE OF SUBDI VI SION (C) OF THI' S SECTI ON,

(B) THE PRODUCT OF TVEENTY- SEVEN PERCENT AND THE PERCENTAGE DETERM NED
UNDER PARAGRAPH TWO OF SUBDI VI SION (C) OF THI' S SECTI ON, AND

(© THE PRODUCT OF FORTY-SIX PERCENT AND THE PERCENTAGE DETERM NED
UNDER PARAGRAPH THREE OF SUBDI VISION (C) OF THI S SECTI ON.

(3) FOR TAXABLE YEARS BEG NNI NG I N TWO THOUSAND ELEVEN, THE BUSI NESS
ALLOCATI ON PERCENTAGE SHALL BE DETERM NED BY ADDI NG TOGETHER THE FOLLOW
I NG PERCENTAGES:

(A) THE PRODUCT OF TWVENTY- THREE AND ONE- HALF PERCENT AND THE PERCENT-
AGE DETERM NED UNDER PARAGRAPH ONE COF SUBDI VI SION (C) OF THI S SECTI ON,

(B) THE PRODUCT OF TVEENTY- THREE AND ONE- HALF PERCENT AND THE PERCENT-
AGE DETERM NED UNDER PARAGRAPH TWO OF SUBDI VI SION (C) OF THI S SECTI ON,
AND

(© THE PRODUCT OF FI FTY- THREE PERCENT AND THE PERCENTAGE DETERM NED
UNDER PARAGRAPH THREE OF SUBDI VISION (C) OF THI S SECTI ON.

(4) FOR TAXABLE YEARS BEG NNI NG | N TWO THOUSAND TWELVE, THE BUSI NESS
ALLOCATI ON PERCENTAGE SHALL BE DETERM NED BY ADDI NG TOGETHER THE FOLLOW
I NG PERCENTAGES:

(A) THE PRODUCT OF TVENTY PERCENT AND THE PERCENTACGE DETERM NED UNDER
PARAGRAPH ONE OF SUBDI VI SION (C) OF THI' S SECTI ON,

(B) THE PRODUCT OF TWVENTY PERCENT AND THE PERCENTAGE DETERM NED UNDER
PARAGRAPH TWO OF SUBDI VI SION (C) OF THI' S SECTI ON, AND

(© THE PRODUCT OF SI XTY PERCENT AND THE PERCENTAGE DETERM NED UNDER
PARAGRAPH THREE OF SUBDI VISION (C) OF THI S SECTI ON.

(5) FOR TAXABLE YEARS BEG NNI NG I N TWO THOUSAND THI RTEEN, THE BUSI NESS
ALLOCATI ON PERCENTAGE SHALL BE DETERM NED BY ADDI NG TOGETHER THE FOLLOW
I NG PERCENTAGES:

(A) THE PRODUCT OF SIXTEEN AND ONE- HALF PERCENT AND THE PERCENTAGE
DETERM NED UNDER PARAGRAPH ONE OF SUBDI VI SION (C) OF THI S SECTI ON,

(B) THE PRODUCT OF SI XTEEN AND ONE- HALF PERCENT AND THE PERCENTAGE
DETERM NED UNDER PARAGRAPH TWO OF SUBDI VI SION (C) OF THI' S SECTI ON, AND

(© THE PRODUCT OF SI XTY-SEVEN PERCENT AND THE PERCENTAGE DETERM NED
UNDER PARAGRAPH THREE OF SUBDI VISION (C) OF THI S SECTI ON.

(6) FOR TAXABLE YEARS BEG NNI NG I N TWO THOUSAND FOURTEEN, THE BUSI NESS
ALLOCATI ON PERCENTAGE SHALL BE DETERM NED BY ADDI NG TOGETHER THE FOLLOW
I NG PERCENTAGES:

(A) THE PRODUCT OF THI RTEEN AND ONE- HALF PERCENT AND THE PERCENTAGE
DETERM NED UNDER PARAGRAPH ONE OF SUBDI VI SION (C) OF THI S SECTI ON,

(B) THE PRODUCT OF THI RTEEN AND ONE- HALF PERCENT AND THE PERCENTAGE
DETERM NED UNDER PARAGRAPH TWO OF SUBDI VI SION (C) OF THI' S SECTI ON, AND

(© THE PRODUCT OF SEVENTY- THREE PERCENT AND THE PERCENTAGE DETERM NED
UNDER PARAGRAPH THREE OF SUBDI VISION (C) OF THI S SECTI ON.

(7) FOR TAXABLE YEARS BEG NNI NG I N TWO THOUSAND FI FTEEN, THE BUSI NESS
ALLOCATI ON PERCENTAGE SHALL BE DETERM NED BY ADDI NG TOGETHER THE FOLLOW
I NG PERCENTAGES:

(A) THE PRODUCT OF TEN PERCENT AND THE PERCENTAGE DETERM NED UNDER
PARAGRAPH ONE OF SUBDI VI SION (C) OF THI' S SECTI ON,



Co~NOoOUIT~hWNE

A. 8867 5

(B) THE PRODUCT OF TEN PERCENT AND THE PERCENTAGE DETERM NED UNDER
PARAGRAPH TWO OF SUBDI VI SION (C) OF THI' S SECTI ON, AND

(© THE PRODUCT OF ElI GHTY PERCENT AND THE PERCENTAGE DETERM NED UNDER
PARAGRAPH THREE OF SUBDI VISION (C) OF THI S SECTI ON.

(8) FOR TAXABLE YEARS BEG NNI NG I N TWO THOUSAND S| XTEEN, THE BUSI NESS
ALLCOCATI ON PERCENTAGE SHALL BE DETERM NED BY ADDI NG TOGETHER THE FOLLOW
| NG PERCENTAGES:

(A) THE PRODUCT OF SI X AND ONE- HALF PERCENT AND THE PERCENTAGE DETER-
M NED UNDER PARAGRAPH ONE OF SUBDIVISION (C) OF THI S SECTI ON,

(B) THE PRODUCT OF SI X AND ONE- HALF PERCENT AND THE PERCENTAGE DETER-
M NED UNDER PARAGRAPH TWD OF SUBDIVISION (C) OF THI S SECTI ON, AND

(© THE PRODUCT OF El GHTY- SEVEN PERCENT AND THE PERCENTAGE DETERM NED
UNDER PARAGRAPH THREE OF SUBDIVISION (C) OF THI S SECTI ON.

(9) FOR TAXABLE YEARS BEG NNI NG I N TWO THOUSAND SEVENTEEN, THE BUSI -
NESS ALLOCCATI ON PERCENTAGE SHALL BE DETERM NED BY ADDI NG TOGETHER THE
FOLLOW NG PERCENTAGES:

(A) THE PRODUCT OF THREE AND ONE-HALF PERCENT AND THE PERCENTAGE
DETERM NED UNDER PARAGRAPH ONE OF SUBDI VI SION (C) OF THI S SECTI ON,

(B) THE PRODUCT OF THREE AND ONE-HALF PERCENT AND THE PERCENTAGE
DETERM NED UNDER PARAGRAPH TWO OF SUBDI VI SION (C) OF THI' S SECTI ON, AND

(© THE PRODUCT OF NI NETY- THREE PERCENT AND THE PERCENTAGE DETERM NED
UNDER PARAGRAPH THREE OF SUBDIVISION (C) OF THI S SECTI ON.

(10) FOR TAXABLE VYEARS BEG NNI NG AFTER TWD THOUSAND SEVENTEEN, THE
BUSI NESS ALLOCATI ON PERCENTACGE SHALL BE THE PERCENTAGE DETERM NED UNDER
PARAGRAPH THREE OF SUBDI VISION (C) OF THI S SECTI ON.

(11) THE COW SSI ONER SHALL PROMULGATE RULES NECESSARY TO | MPLEMENT
THE PROVI SI ONS OF THI'S SUBDI VI SI ON UNDER SUCH Cl RCUMSTANCES WHERE ANY OF
THE PERCENTAGES TO BE DETERM NED UNDER PARAGRAPH ONE, TWO OR THREE OF
SUBDI VI SION (C) OF THI'S SECTI ON CANNOT BE DETERM NED BECAUSE THE TAXPAY-
ER HAS NO PROPERTY, PAYROLL OR GROSS RECElI PTS FROM SALES OR SERVI CES
WTH N OR WTHOUT THE CI TY.

S 5. Subdivision (b) of section 11-642 of the administrative code of
the city of New York is amended by addi ng a new paragraph 1-a to read as
fol | ows:

(1-A) NOTW THSTANDI NG THE PROVI SI ONS OF PARAGRAPH ONE OF THI S SUBDI VI -
SI ON, EACH BANKI NG CORPORATI ON DESCRI BED | N PARAGRAPH NI NE OF SUBDI VI -
SION (A) OF SECTION 11-640 OF THI S PART SUBJECT TO THE TAX | MPOCSED BY
THI'S PART THAT SUBSTANTIALLY PROVIDES MANAGEMENT, ADM NI STRATI VE OR
DI STRI BUTI ON SERVI CES TO AN | NVESTMENT COWANY, AS SUCH TERMS ARE
DEFI NED | N SUBPARAGRAPH (G) OF PARAGRAPH TWO OF SUBDI VISION (A) OF TH' S
SECTI ON, SHALL DETERM NE THE PORTION OF ITS ENTIRE NET |NCOVE DERI VED
FROM BUSI NESS CARRIED ON WTHI N THE CI TY BY MJULTI PLYI NG SUCH | NCOVE BY
AN | NCOVE ALLOCATI ON PERCENTAGE OBTAI NED AS FOLLOWS:

(A) FOR TAXABLE YEARS BEG NNI NG I N TWO THOUSAND NI NE, THE | NCOVE ALLO
CATI ON PERCENTAGE SHALL BE DETERM NED BY ADDI NG TOGETHER THE FOLLOW NG
PERCENTAGES:

(1) THE PRODUCT OF EIGHTEEN PERCENT AND THE PERCENTAGE DETERM NED
UNDER PARAGRAPH ONE OF SUBDI VI SION (A) OF TH' S SECTI ON,

(1'l) THE PRODUCT OF FORTY-SI X PERCENT AND THE PERCENTAGE DETERM NED
UNDER PARAGRAPH TWO OF SUBDI VI SION (A) OF THI S SECTI ON, AND

(I'11)y THE PRODUCT OF THI RTY-SI X PERCENT AND THE PERCENTAGE DETERM NED
UNDER PARAGRAPH THREE OF SUBDI VI SION (A) OF THI S SECTI ON.

(B) FOR TAXABLE YEARS BEG NNI NG I N TWO THOUSAND TEN, THE | NCOVE ALLO
CATI ON PERCENTAGE SHALL BE DETERM NED BY ADDI NG TOGETHER THE FOLLOW NG
PERCENTAGES:
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(1) THE PRODUCT OF SI XTEEN PERCENT AND THE PERCENTAGE DETERM NED UNDER
PARAGRAPH ONE OF SUBDI VI SION (A) OF THI' S SECTI ON,

(I') THE PRODUCT OF FIFTY-TWO PERCENT AND THE PERCENTAGE DETERM NED
UNDER PARAGRAPH TWO OF SUBDI VI SION (A) OF THI'S SECTI ON, AND

(I'11) THE PRODUCT COF THI RTY- TWO PERCENT AND THE PERCENTAGE DETERM NED
UNDER PARAGRAPH THREE OF SUBDI VI SION (A) OF THI S SECTI ON.

(© FOR TAXABLE YEARS BEGQ NNING IN TWO THOUSAND ELEVEN, THE | NCOVE
ALLOCATI ON PERCENTAGE SHALL BE DETERM NED BY ADDI NG TOGETHER THE FOLLOW
I NG PERCENTAGES:

(1) THE PRODUCT OF FOURTEEN PERCENT AND THE PERCENTAGE DETERM NED
UNDER PARAGRAPH ONE OF SUBDI VI SION (A) OF THI' S SECTI ON,

(1) THE PRODUCT OF FI FTY-ElI GHT PERCENT AND THE PERCENTAGE DETERM NED
UNDER PARAGRAPH TWO OF SUBDI VI SION (A) OF THI'S SECTI ON, AND

(1'1'1) THE PRODUCT OF TWENTY- El GHT PERCENT AND THE PERCENTAGE DETER-
M NED UNDER PARAGRAPH THREE OF SUBDI VI SION (A) OF THI S SECTI ON.

(D) FOR TAXABLE YEARS BEGQ NNING IN TWO THOUSAND TWELVE, THE | NCOVE
ALLOCATI ON PERCENTAGE SHALL BE DETERM NED BY ADDI NG TOGETHER THE FOLLOW
I NG PERCENTAGES:

(1) THE PRODUCT OF TWELVE PERCENT AND THE PERCENTACGE DETERM NED UNDER
PARAGRAPH ONE OF SUBDI VI SION (A) OF THI' S SECTI ON,

(I') THE PRODUCT OF SI XTY- FOUR PERCENT AND THE PERCENTAGE DETERM NED
UNDER PARAGRAPH TWO OF SUBDI VI SION (A) OF THI'S SECTI ON, AND

(I'11) THE PRODUCT OF TWENTY- FOUR PERCENT AND THE PERCENTAGE DETERM NED
UNDER PARAGRAPH THREE OF SUBDI VI SION (A) OF THI S SECTI ON.

(E) FOR TAXABLE YEARS BEG NNI NG I N TWO THOUSAND THI RTEEN, THE | NCOVE
ALLOCATI ON PERCENTAGE SHALL BE DETERM NED BY ADDI NG TOGETHER THE FOLLOW
I NG PERCENTAGES:

(1) THE PRODUCT OF TEN PERCENT AND THE PERCENTAGE DETERM NED UNDER
PARAGRAPH ONE OF SUBDI VI SION (A) OF THI S SECTI ON,

(1'l) THE PRODUCT OF SEVENTY PERCENT AND THE PERCENTAGE DETERM NED
UNDER PARAGRAPH TWO OF SUBDI VI SION (A) OF THI'S SECTI ON, AND

(I'r1)y THE PRODUCT OF TWENTY PERCENT AND THE PERCENTAGE DETERM NED
UNDER PARAGRAPH THREE OF SUBDI VI SION (A) OF THI S SECTI ON.

(F) FOR TAXABLE YEARS BEG NNI NG I N TWO THOUSAND FOURTEEN, THE | NCOVE
ALLOCATI ON PERCENTAGE SHALL BE DETERM NED BY ADDI NG TOGETHER THE FOLLOW
I NG PERCENTAGES:

(1) THE PRODUCT COF ElI GAT PERCENT AND THE PERCENTAGE DETERM NED UNDER
SUBPARAGRAPH ONE COF SUBDI VI SION (A) OF THI' S SECTI ON,

(1'l) THE PRODUCT OF SEVENTY- SI X PERCENT AND THE PERCENTAGE DETERM NED
UNDER PARAGRAPH TWO OF SUBDI VI SION (A) OF THI'S SECTI ON, AND

(I'r1)y THE PRODUCT OF SIXTEEN PERCENT AND THE PERCENTAGE DETERM NED
UNDER PARAGRAPH THREE OF SUBDI VI SION (A) OF THI S SECTI ON.

(G FOR TAXABLE YEARS BEG NNI NG I N TWO THOUSAND FI FTEEN, THE | NCOVE
ALLOCATI ON PERCENTAGE SHALL BE DETERM NED BY ADDI NG TOGETHER THE FOLLOW
I NG PERCENTAGES:

(1) THE PRODUCT OF SIX PERCENT AND THE PERCENTAGE DETERM NED UNDER
PARAGRAPH ONE OF SUBDI VI SION (A) OF THI S SECTI ON,

(1'l) THE PRODUCT OF EI GHTY- TWDO PERCENT AND THE PERCENTAGE DETERM NED
UNDER PARAGRAPH TWO OF SUBDI VI SION (A) OF THI'S SECTI ON, AND

(1) THE PRODUCT OF TWELVE PERCENT AND THE PERCENTAGE DETERM NED
UNDER PARAGRAPH THREE OF SUBDI VI SION (A) OF THI S SECTI ON.

FOR TAXABLE YEARS BEG NNI NG I N TWDO THOUSAND SI XTEEN, THE | NCOVE
ALLOCATI ON PERCENTAGE SHALL BE DETERM NED BY ADDI NG TOGETHER THE FOLLOW
I NG PERCENTAGES:

(1) THE PRODUCT OF FOUR PERCENT AND THE PERCENTAGE DETERM NED UNDER
PARAGRAPH ONE OF SUBDI VI SION (A) OF THI S SECTI ON,
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(1'l) THE PRODUCT OF El GHTY-ElI GHT PERCENT AND THE PERCENTAGE DETERM NED
UNDER PARAGRAPH TWO OF SUBDI VI SION (A) OF THI' S SECTI ON, AND

(I'1l) THE PRODUCT OF ElI GHT PERCENT AND THE PERCENTAGE DETERM NED UNDER
PARAGRAPH THREE OF SUBDI VI SION (A) OF THI S SECTI ON.

(1) FOR TAXABLE YEARS BEGQ NNI NG | N TWO THOUSAND SEVENTEEN, THE | NCOVE
ALLCOCATI ON PERCENTAGE SHALL BE DETERM NED BY ADDI NG TOGETHER THE FOLLOW
| NG PERCENTAGES:

(1) THE PRODUCT OF TWO PERCENT AND THE PERCENTAGE DETERM NED UNDER
PARAGRAPH ONE OF SUBDI VI SION (A) OF THI S SECTI ON,

(1'l) THE PRODUCT OF NI NETY- FOUR PERCENT AND THE PERCENTAGE DETERM NED
UNDER PARAGRAPH TWO OF SUBDI VI SION (A) OF THI' S SECTI ON, AND

(I'1l) THE PRODUCT OF FOUR PERCENT AND THE PERCENTAGE DETERM NED UNDER
PARAGRAPH THREE OF SUBDI VI SION (A) OF THI S SECTI ON.

(J) FOR TAXABLE YEARS BEGQ NNING AFTER TWDO THOUSAND SEVENTEEN, THE
| NCOVE ALLOCATI ON PERCENTAGE SHALL BE THE PERCENTAGE DETERM NED UNDER
PARAGRAPH TWO OF SUBDI VI SION (A) OF THI' S SECTI ON.

(K) THE COW SSI ONER SHALL PROMULGATE RULES NECESSARY TO | MPLEMENT THE
PROVI SIONS OF TH' S PARAGRAPH UNDER SUCH Cl RCUMSTANCES WHERE ANY OF THE
PERCENTAGES TO BE DETERM NED UNDER PARAGRAPH ONE, TWD OR THREE OF SUBDI -
VISION (A) OF TH'S SECTI ON CANNOT BE DETERM NED BECAUSE THE TAXPAYER HAS
NO COMPENSATI ON, RECEI PTS OR DEPCSI TS W THI N OR W THOUT THE CI TY.

S 6. Subdivision 9 of section 11-601 of the admi nistrative code of the
city of New York, as renunbered by chapter 808 of the laws of 1992, s
renunbered subdivision 14 and four new subdivisions 10, 11, 12 and 13
are added to read as foll ows:

10. "REIT" MEANS A REAL ESTATE | NVESTMENT TRUST AS DEFINED IN SECTI ON
El GHT HUNDRED FI FTY- SI X OF THE | NTERNAL REVENUE CODE.

11. "RIC' MEANS A REGULATED | NVESTMENT COVPANY AS DEFI NED I N SECTI ON
El GHT HUNDRED FI FTY- ONE OF THE | NTERNAL REVENUE CODE.

12. "CAPTIVE REIT" MEANS A REIT (A) THAT IS NOT REGULARLY TRADED ON AN
ESTABLI SHED SECURI TI ES MARKET, AND (B) MORE THAN FI FTY PERCENT OF THE
VOTI NG STOCK OF WVHICH | S OANED OR CONTROLLED, DI RECTLY OR | NDI RECTLY, BY
A SINGLE CORPORATI ON THAT IS NOT EXEMPT FROM FEDERAL | NCOVE TAX AND | S
NOT A REIT. ANY VOTING STOCK IN A REIT THAT IS HELD IN A SEGREGATED
ASSET ACCOUNT OF A LI FE | NSURANCE CORPORATI ON (AS DESCRI BED | N SECTI ON
El GHT HUNDRED SEVENTEEN OF THE | NTERNAL REVENUE CODE) SHALL NOT BE TAKEN
| NTO ACCOUNT FOR PURPOSES OF DETERM NING WVHETHER A REIT IS A CAPTIVE
REI T.

13. "CAPTIVE RIC'" MEANS A RIC (A) THAT IS NOT REGULARLY TRADED ON AN
ESTABLI SHED SECURI TI ES MARKET, AND (B) MORE THAN FI FTY PERCENT OF THE
VOTI NG STOCK OF WVHICH | S OANED OR CONTROLLED, DI RECTLY OR | NDI RECTLY, BY
A SINGLE CORPORATI ON THAT IS NOT EXEMPT FROM FEDERAL | NCOVE TAX AND | S
NOT A RIC. ANY VOTI NG STOCK IN A RIC THAT IS HELD I N A SEGREGATED ASSET
ACCOUNT OF A LIFE | NSURANCE CORPORATI ON (AS DESCRI BED | N SECTI ON El GHT
HUNDRED SEVENTEEN OF THE | NTERNAL REVENUE CODE) SHALL NOT BE TAKEN | NTO
ACCOUNT FOR PURPOSES OF DETERM NI NG WHETHER A RIC I S A CAPTIVE RIC

S 7. Paragraph (a) of subdivision 4 of section 11-603 of the adm nis-
trative code of the city of New York, as anended by section 3 of part C
of chapter 93 of the |aws of 2002, is anmended to read as foll ows:

(a) Corporations subject to tax under subchapter three of this chapter
or under chapter eleven of this title, any trust conpany organi zed under
a law of this state all of the stock of which is owned by not |ess than
twenty savi ngs banks organi zed under a |aw of this state, bank hol ding
conmpanies filing a conbined return in accordance with subdivision (f) of
section 11-646 of this chapter, A CAPTIVE REIT OR A CAPTIVE RIC FILING A
COMVBlI NED RETURN UNDER SUBDI VI SI ON (F) OF SECTION 11-646 OF TH S CHAPTER,
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housi ng conpani es organi zed and operating pursuant to the provisions of
article two of the private housing finance | aw, housing devel opnent fund
conmpani es organi zed pursuant to the provisions of article eleven of the
private housing finance |aw, corporations described in section three of
the tax law, a corporation principally engaged in the operation of
marine vessels whose activities inthe city are limted exclusively to
the use of property in interstate or foreign commerce, provided, howev-
er, such a corporation will not be subject to tax under this subchapter
solely because it nmaintains an office in the city, or enploys capital in
the city, in connection with such use of property, a corporation princi-
pal |y engaged in the conduct of a ferry business and operating between
any of the boroughs of the city under a |lease granted by the city and a
corporation principally engaged in the conduct of an aviation, steam
boat, ferry or navigation business, or two or nore of such businesses,
all of the capital stock of which is owned by a rmunicipal corporation of
this state, shall not be subject to tax under this subchapter; provided,
however, that any corporation, other than (1) a wutility corporation
subject to the supervision of the state departnent of public service,
and (2) for taxable years beginning on or after August first, two thou-
sand two, a utility as defined in subdivision six of section 11-1101 of
this title, which is subject to tax under chapter eleven of this title
as a vendor of utility services shall be subject to tax under this
subchapter, but in conputing the tax inposed by this section pursuant to
the provisions of clause one of subparagraph (a) of paragraph A of
subdi vi si on one of section 11-604, business inconme allocated to the city
pursuant to paragraph (a) of subdivision three of such section shall be
reduced by the percentage which such corporation's (gross operating
i ncome subject to tax under chapter eleven of this title is of its gross
operating i ncone.

S 8. Subdivisions 7 and 8 of section 11-603 of the adm nistrative code
of the city of New York, as anended by chapter 525 of the |aws of 1988,
are amended to read as foll ows:

7. For any taxable year of a real estate investnent trust as defined
in section eight hundred fifty-six of the internal revenue code in which
such trust is subject to federal incone taxation under section eight
hundred fifty-seven of such code, such trust shall be subject to a tax
comput ed under either clause one of SUBPARAGRAPH (A) OF paragraph [(a)]
A of subdivision one of section 11-604 of this subchapter wth respect
to its entire net incone, or clause four, whichever is greater, and
shall not be subject to any tax under subchapter three of this chapter,
EXCEPT FOR A CAPTIVE REIT REQURED TO FILE A COVBI NED RETURN UNDER
SUBDI VI SION (F) OF SECTION 11-646 OF THIS CHAPTER. I n the case of such
a [trust] REAL ESTATE | NVESTMENT TRUST, | NCLUDI NG A CAPTIVE REIT AS
DEFI NED I N SECTI ON 11-601 OF THI S CHAPTER, the term"entire net incone"
neans "real estate investnent trust taxable incone" as defined in para-
graph two of subdivision (b) of section eight hundred fifty-seven (as
nodi fied by section eight hundred fifty-eight) of the internal revenue
code plus the anmount taxabl e under paragraph three of subdivision (b) of
section eight hundred fifty-seven of such code, subject to the nodifica-
tion required by subdivision eight of section 11-602 of this subchapter
(other than the nodification required by clause two of paragraph (a) and
by paragraph (f) thereof) including the nodifications required by para-
graphs (d) and (e) of subdivision three of section 11-604 of this
subchapt er.

8. For any taxable year beginning on or after January first, nineteen
hundred ei ghty-one of a regulated investnment conpany, as defined in
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section eight hundred fifty-one of the internal revenue code, in which
such conpany is subject to federal incone taxation under section eight
hundred fifty-two of such code, such conmpany shall be subject to a tax
conmput ed under clause one or four of subparagraph (a) of paragraph E of
subdi vi si on one of section 11-604 of this subchapter, whichever is
greater, and such conpany shall not be subject to any tax under subchap-
ter three of this chapter, EXCEPT FOR A CAPTIVE RIC REQU RED TO FILE A
COMVBI NED RETURN UNDER SUBDI VI SI ON (F) OF SECTION 11-646 OF THI S CHAPTER
[ The] IN THE CASE OF SUCH A REGULATED | NVESTMENT COWMPANY, | NCLUDING A
CAPTIVE RIC AS DEFINED IN SECTION 11-601 OF TH S CHAPTER, THE term
"entire net incone” used in subdivision one of this section neans
"investnent conpany taxable inconme" as defined in paragraph two of
subdi vi sion (b) of section eight hundred fifty-two, as nodified by
section eight hundred fifty-five, of the internal revenue code plus the
anount taxabl e under paragraph three of subdivision (b) of section eight
hundred fifty-two of such code subject to the nodifications required by
subdi vision eight of section 11-602 of this subchapter, other than the
nodi fication required by clause two of paragraph (a) and by paragraph
(f) thereof, including the nodification required by paragraphs (d) and
(e) of subdivision three of section 11-604 of this subchapter.

S 9. Subdivision 4 of section 11-605 of the admi nistrative code of the
city of New York, as anmended by chapter 170 of the laws of 1994, s
amended to read as foll ows:

4. [In the discretion of the comm ssioner of finance, any] (A) ANY
t axpayer which owns or controls either directly or indirectly substan-
tially all the capital stock of one or nore other corporations, or
substantially all the capital stock of which is owned or controlled
either directly or indirectly by one or nore other corporations or by
interests which own or control either directly or indirectly substan-
tially all the capital stock of one or nore other corporations, [may be
required or permtted to make a report on a conbi ned basis covering any
such other corporations and setting] (HEREINAFTER REFERRED TO IN TH S
PARAGRAPH AS "RELATED CORPORATIONS"), SHALL MAKE A COMWBI NED REPORT
COVERI NG ANY RELATED CORPORATI ONS | F THERE ARE SUBSTANTI AL | NTERCORPO
RATE TRANSACTI ONS AMONG THE RELATED CORPORATI ONS, REGARDLESS OF THE
TRANSFER PRI CE FOR SUCH | NTERCORPORATE TRANSACTIONS. | T I'S NOT NECESSARY
THAT THERE BE SUBSTANTI AL | NTERCORPORATE TRANSACTI ONS BETWEEN ANY ONE
CORPORATI ON AND EVERY OTHER RELATED CORPORATION. | T IS NECESSARY, HOWEV-
ER, THAT THERE BE SUBSTANTI AL | NTERCORPORATE TRANSACTI ONS BETWEEN THE
TAXPAYER AND A RELATED CORPORATI ON OR, COLLECTIVELY, A GROUP OF SUCH
RELATED CORPORATI ONS. THE REPORT SHALL SET forth such information as
t he conmi ssioner of finance nmay require[; provided, however, that no].

IN DETERM NI NG WHETHER THERE ARE SUBSTANTI AL | NTERCORPORATE TRANS-
ACTI ONS, THE COVMM SSI ONER SHALL CONSI DER AND EVALUATE ALL ACTI VI TI ES AND
TRANSACTI ONS OF THE TAXPAYER AND | TS RELATED CORPORATIONS. ACTIVITIES
AND TRANSACTIONS THAT WLL BE CONSI DERED | NCLUDE, BUT ARE NOT LI M TED
TO MANUFACTURI NG ACQUI RI NG GOODS OR PROPERTY, OR PERFORM NG SERVI CES,
FOR RELATED CORPORATIONS; SELLING GOODS ACQUI RED FROM RELATED CORPO-
RATI ONS; FI NANCI NG SALES OF RELATED CORPORATI ONS; PERFORM NG RELATED
CUSTOVER SERVICES USING COMMON FACILITIES AND EMPLOYEES FOR RELATED
CORPORATI ONS; | NCURRI NG EXPENSES THAT BENEFI T, DI RECTLY OR | NDI RECTLY,
ONE OR MORE RELATED CORPORATI ONS; AND TRANSFERRI NG ASSETS, | NCLUDI NG
SUCH ASSETS AS ACCOUNTS RECEI VABLE, PATENTS OR TRADEMARKS FROM ONE OR
MORE RELATED CORPORATI ONS.

(1) NO taxpayer nmay be permtted to nake a report on a conbi ned basis
covering any such other corporations where [(a)] such taxpayer or any
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such other corporation allocates in accordance wth clause (A) of
subpar agr aph si x of paragraph (a) of subdivision three of section 11-604
of this subchapter and such taxpayer or any such other corporation does
not so allocate[, or (b)].

(2) NO TAXPAYER MAY BE PERM TTED TO MAKE A REPORT ON A COMBI NED BASI S
COVERI NG ANY SUCH OTHER CORPORATI ONS WHERE such taxpayer or any such
other corporation allocates in accordance with subparagraph seven of
par agraph (a) of subdivision three of section 11-604 of this subchapter
and such taxpayer or any such other corporation does not so allocate[;
provi ded, further that].

(3) EXCEPT AS PROVIDED IN THE FI RST UNDESI GNATED PARAGRAPH OF THI'S
SUBDI VI SI ON, no conbi ned report covering any corporation not a taxpayer
shall be required unless the comm ssioner of finance deens such a report
necessary, because of inter-conpany transactions or some agreenent,
under standi ng, arrangenment or transaction referred to in subdivision
five of this section, in order properly to reflect the tax Iliability
under this subchapter [and provided, further, that a].

(4) A corporation [which elects the application of section nine
hundred thirty-six of the internal revenue code wth respect to a
particular federal taxable year] ORGANI ZED UNDER THE LAWS OF A COUNTRY
OTHER THAN THE UNI TED STATES shall not[, in the case of a taxpayer,] be
required or permitted to make a report on a conbined basis [wth respect
to a taxabl e year under this subchapter which is the sane as such feder-
al taxable year (or a portion thereof), and, in the case of a corpo-
ration which is not a taxpayer, no conbi ned report covering such corpo-
ration wth respect to such taxable year under this subchapter shall be
required or permtted].

(5) (1) FOR PURPCSES OF THI S SUBPARAGRAPH, THE TERM "CLOSEST CONTROL-
LI NG STOCKHOLDER' MEANS THE CORPCRATI ON THAT | NDI RECTLY OAWNS OR CONTRCLS
OVER FI FTY PERCENT OF THE VOTI NG STOCK OF A CAPTIVE REIT OR CAPTI VE RIC,
IS SUBJECT TO TAX UNDER THI S SUBCHAPTER OR OTHERW SE REQUI RED TO BE
| NCLUDED I N A COVBI NED REPORT UNDER THI S SUBCHAPTER, AND IS THE FEWEST
TIERS OF CORPORATI ONS AVAY | N THE OMNERSHI P STRUCTURE FROM THE CAPTI VE
REIT OR CAPTIVE RRC. THE COM SSIONER | S AUTHORI ZED TO PRESCRI BE BY
REGULATI ON  OR PUBLI SHED GUI DANCE THE CRI TERI A FOR DETERM NI NG THE CLCS-
EST CONTROLLI NG STOCKHOLDER.

(1) ACAPTIVE REIT OR A CAPTIVE RIC MUST BE INCLUDED IN A COVBI NED
REPORT W TH THE CORPORATI ON THAT DI RECTLY OANS OR CONTRCLS OVER FI FTY
PERCENT OF THE VOTI NG STOCK OF THE CAPTIVE REIT OR CAPTIVE RIC | F THAT
CORPORATION IS SUBJECT TO TAX OR REQUI RED TO BE | NCLUDED I N A COVBI NED
REPORT UNDER THI S SUBCHAPTER.

(1'1'1) 1'F OVER FI FTY PERCENT OF THE VOTI NG STOCK OF A CAPTIVE REIT OR
CAPTIVE RIC | S NOT DI RECTLY OAMNED OR CONTROLLED BY A CORPORATI ON THAT IS
SUBJECT TO TAX OR REQUI RED TO BE I NCLUDED IN A COVBI NED REPORT UNDER
THI S SUBCHAPTER, THEN THE CAPTIVE REIT OR CAPTIVE RIC MUST BE | NCLUDED
IN A COvBI NED REPORT W TH THE CORPORATI ON THAT IS THE CLOSEST CONTROL-
LI NG STOCKHOLDER OF THE CAPTIVE REIT OR CAPTIVE RIC |IF THE CLOSEST
CONTROLLI NG STOCKHOLDER OF THE CAPTIVE REIT OR CAPTIVE RIC | S SUBJECT TO
TAX OR OTHERW SE REQUI RED TO BE | NCLUDED I N A COVBI NED REPORT UNDER THI S
SUBCHAPTER, THEN THE CAPTIVE REIT OR CAPTI VE RIC MUST BE | NCLUDED IN A
COVBI NED REPORT UNDER THI S SUBCHAPTER.

(1'V) I'F THE CORPORATI ON THAT DI RECTLY OWS OR CONTROLS THE VOTI NG
STOCK OF THE CAPTIVE REIT OR CAPTIVE RIC I S DESCRI BED | N SUBPARAGRAPH
ONE, TWO OR FOUR OF THI S PARAGRAPH AS A CORPCRATION NOT PERM TTED TO
MAKE A COVBI NED REPORT, THEN THE PROVISIONS IN CLAUSE (I11) OF TH' S
SUBPARAGRAPH MUST BE APPLIED TO DETERM NE THE CORPORATION IN WHOSE
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COMBI NED REPCRT THE CAPTIVE REIT OR CAPTI VE RI C SHOULD BE | NCLUDED. |IF,
UNDER CLAUSE (111) OF THI S SUBPARAGRAPH, THE CORPCORATION THAT IS THE
CLCSEST CONTROLLI NG STOCKHOLDER OF THE CAPTIVE REIT OR CAPTIVE RIC IS
DESCRI BED | N SUBPARAGRAPH ONE, TWD OR FOUR OF THI S PARAGRAPH AS A CORPG
RATI ON NOT' PERM TTED TO MAKE A COVBI NED REPORT, THEN THAT CORPORATION I S
DEEMED TO NOI' BE IN THE OWERSH P STRUCTURE OF THE CAPTIVE REIT OR
CAPTI VE RIC, AND THE CLOSEST CONTROLLI NG STOCKHOLDER W LL BE DETERM NED
W THOUT REGARD TO THAT CORPORATI ON.

IF A CAPTIVE REIT OMNS THE STOCK OF A QUALI FI ED REI' T SUBSI DI ARY
(AS DEFI NED | N PARAGRAPH TWDO OF SUBSECTI ON (1) OF SECTION EI GHT HUNDRED
FI FTY-SI X OF THE | NTERNAL REVENUE CODE), THEN THE QUALI FI ED REI T SUBSI D-
I ARY MUST BE | NCLUDED I N A COVBI NED REPORT W TH THE CAPTI VE REI T.

(M) IF A CAPTIVE REIT OR A CAPTIVE RIC | S REQUI RED UNDER THI S SUBPAR-
AGRAPH TO BE | NCLUDED | N A COVBI NED REPORT W TH ANOTHER CORPCRATI ON, AND
THAT OTHER CORPORATION |S ALSO REQUI RED TO BE | NCLUDED | N A COVBI NED
REPORT W TH ANOTHER RELATED CORPORATI ON OR CORPCORATI ONS UNDER THI S PARA-
GRAPH, THEN THE CAPTIVE REIT OR THE CAPTIVE RI C MJUST BE | NCLUDED | N THAT
COVMBI NED REPORT W TH THOSE CORPORATI ONS.

(M) IF ACAPTIVE REIT OR A CAPTIVE RIC IS NOI REQURED TO BE
| NCLUDED I N A COVBI NED REPORT W TH ANOTHER CORPCRATI ON UNDER CLAUSE (I1)
OR (Ill) OF TH'S SUBPARAGRAPH, OR IN A COwBI NED RETURN UNDER THE
PROVI SI ONS OF SUBPARAGRAPH (V) OF PARAGRAPH TWO OF SUBDIVISION (F) OF
SECTION 11-646 OF TH S CHAPTER, THEN THE CAPTIVE REIT OR CAPTIVE RIC IS
SUBJECT TO THE OPENI NG PROVI SIONS OF TH S PARAGRAPH AND THE PROVI SI ONS
OF SUBPARAGRAPH THREE OF THI S PARAGRAPH. THE CAPTIVE REIT OR CAPTI VE RI C
MUST BE | NCLUDED I N A COVBI NED REPORT UNDER THI S SUBCHAPTER W TH ANOTHER
CORPCRATION I F EITHER THE SUBSTANTI AL | NTERCORPORATE TRANSACTI ONS
REQUIREMENT IN THE OPENING PROVISIONS OF TH S PARAGRAPH OR THE
| NTER- COMPANY TRANSACTI ONS OR AGREEMENT, UNDERSTANDI NG, ARRANGEMENT OR
TRANSACTI ON REQUI REMENT OF SUBPARAGRAPH THREE OF TH'S PARAGRAPH | S
SATI SFI ED AND MORE THAN FI FTY PERCENT OF THE VOTI NG STOCK OF THE CAPTI VE
REIT OR THE CAPTIVE R C AND SUBSTANTI ALLY ALL OF THE CAPI TAL STOCK OF
THAT OTHER CORPORATI ON ARE OANED AND CONTRCLLED, DI RECTLY OR | NDI RECTLY,
BY THE SAME CORPORATI ON.

(B)(1)(l) In the case of a conbined report the tax shall be neasured
by the conbined entire net incone or conbined capital[,] of all the
corporations included in the report, |INCLUDING ANY CAPTIVE REIT OR

CAPTIVE RIC, provided, however, in no event shall the tax nmeasured by
conmbi ned capital exceed the limtation provided for in paragraph F of
subdi vi si on one of section 11-604 of this subchapter.

(I'l) INTHE CASE OF A CAPTIVE REIT OR CAPTI VE RIC REQUI RED UNDER THI S
SUBDI VI SI ON TO BE | NCLUDED | N A COVBI NED REPORT, ENTI RE NET | NCOVE MJST
BE COWUTED AS REQUI RED UNDER SUBDIVISION SEVEN (IN THE CASE OF A
CAPTIVE REIT) OR SUBDIVISION EIGHT (IN THE CASE OF A CAPTIVE RIC OF
SECTION 11-603 OF TH S CHAPTER. HOWEVER, THE DEDUCTI ON UNDER THE | NTER-
NAL REVENUE CODE FOR DI VI DENDS PAI D BY THE CAPTIVE REIT OR CAPTIVE RIC
TO ANY MEMBER OF THE AFFI LI ATED GROUP THAT | NCLUDES THE CORPORATI ON THAT
DI RECTLY OR | NDI RECTLY OWS OVER FI FTY PERCENT OF THE VOTI NG STOCK OF
THE CAPTIVE REIT OR CAPTIVE RIC SHALL NOT BE ALLONED FOR TAXABLE YEARS
BEG NNI NG ON OR AFTER JANUARY FI RST, TWDO THOUSAND NI NE. THE TERM " AFFI L-
| ATED GROUP' MEANS "AFFILIATED GROUP' AS DEFINED I N SECTI ON FI FTEEN
HUNDRED FOUR OF THE | NTERNAL REVENUE CODE, BUT W THOUT REGARD TO THE
EXCEPTI ONS PROVI DED FOR | N SUBSECTI ON (B) OF THAT SECTI ON.

(2) In conputing conbined entire net income intercorporate dividends
shall be elimnated, in conputing conbi ned busi ness and i nvestnent capi -
tal intercorporate stock holdings and intercorporate bills, notes and
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accounts receivable and payable and other intercorporate indebtedness
shall be elimnated and in conmputing conbi ned subsidiary capital inter-
cor porat e stockhol dings shall be elim nated.

S 10. Subdivision (d) of section 11-640 of the adm nistrative code of
the city of New York, as anended by chapter 298 of the laws of 1985, s
amended to read as foll ows:

(d) Corporations taxable wunder subchapter two. Notwi thstanding the
provisions of this part, all corporations of classes now or heretofore
taxabl e under subchapter two of this chapter shall continue to be taxa-
bl e under subchapter two, except: (1) corporations organi zed under arti-
cle five-a of the banking law, (2) <corporations subject to article
three-A of the banking | aw, or registered under the federal bank hol di ng
conpany act of nineteen hundred fifty-six, as amended, or registered as
a savings and | oan hol di ng conpany (but excluding a diversified savings
and l|oan holding conpany) wunder the federal national housing act, as
anmended, which make a conbi ned return under the provisions of subdivi-
sion (f) of section 11-646; [and] (3) banking corporations described in
par agr aph ni ne of subdivision (a) of section 11-640; AND (4) A