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Introduced by M of A MORELLE, SCH MM NGER, SCARBOROUGH, COOK, ENGLE-
BRI GHT, LUPARDO, JAFFEE, MAGNARELLI, SIMANOW TZ, MOSLEY, M LLER
BROOK- KRASNY, STIRPE -- Milti-Sponsored by -- M of A CAVARA, MAGEE,
Rl VERA, SWEENEY, THI ELE -- read once and referred to the Commttee on
Ways and Means

AN ACT to anend the urban devel opnent corporation act, the tax | aw and
the public service law, in relation to New York state incubators and
hot spot s

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

Section 1. Subdivision 8 of section 16-v of section 1 of <chapter 174
of the laws of 1968 constituting the urban devel opnent corporation act,
as added by section 1 of part C of chapter 59 of the laws of 2013, is
amended to read as foll ows:

8. (A New York state innovation hot spots nmay certify clients which
neet the requirenents of subdivision nine of this section as qualified
entities eligible for New York state innovation hot spot programtax
benefits pursuant to section thirty-eight of the tax Ilaw. Under no
circunstance nay business enterprises of incubators designated as New
York state incubators under paragraph (b) of subdivision one of this
section be eligible for tax benefits under section thirty-eight of the
tax | aw

(B) BUSI NESS ENTERPRI SES DESI GNATED AS NEW YORK STATE | NCUBATORS UNDER
PARAGRAPH (B) OF SUBDI VI SION ONE OF THI'S SECTION OR AS NEW YORK STATE
| NNOVATI ON  HOT SPOTS MAY CERTI FY CLI ENTS WHI CH MEET THE REQUI REMENTS OF
QUALIFIED ENTITIES ELIGBLE FOR TAX BENEFITS UNDER  SECTION
TH RTY-EI GHT-A OF THE TAX LAW SUCH CERTI FI CATI ON AND ANY CHANGES I N
CERTI FI CATI ON SHALL BE FILED WTH THE CORPORATION, WHI CH SHALL NOTIFY
THE DEPARTMENT OF TAXATI ON AND FI NANCE. CERTI FI CATI ONS REGARDI NG | NVEST-
MENTS AND TAX CREDI TS REQUI RED TO BE PROVI DED TO NEW YORK STATE | NCUBA-
TORS UNDER SECTI ON THI RTY- El GHT-A OF THE TAX LAW SHALL ALSO BE FILED
WTH THE CORPORATION. A QUALIFIED ENTITY SHALL SURRENDER | TS CERTI F-
| CATION | F | T LEAVES OR GRADUATES THE | NCUBATOR PROGRAM OR IF I T IS SOLD

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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OR OTHERW SE DI SPOCSED OF, OR LEAVES THE STATE, OR |F |ITS CERTIFI CATE
OTHERW SE EXPI RES.

S 2. The tax lawis anmended by adding a new section 38-a to read as
fol | ows:

S 38-A. NEW YORK STATE | NCUBATOR AND | NNOVATI ON HOTSPOT PROGRAM TAX
BENEFI TS. (A) A BUSINESS OR OMNER OF A BUSINESS | N THE CASE OF A BUSI -
NESS TAXED AS A PARTNERSHI P OR NEW YORK S CORPORATION, THAT IS A QUALI -
FIED ENTITY AND MEETS THE REQUI REMENTS OF THI'S SECTION, IS ELI d BLE FOR
THE TAX BENEFI TS DESCRIBED IN THI S SECTION. AS USED IN TH S CHAPTER,

(1) "NEW YORK STATE | NCUBATOR' AND "NEW YORK STATE | NNOVATI ON HOTSPOT"
HAVE THE SAME MEANI NG AS UNDER SECTI ON SI XTEEN-V OF THE NEW YORK STATE
URBAN DEVELOPMENT CORPORATI ON ACT.

(2) "QUALIFIED ENTITY" MEANS A BUSINESS ENTERPRI SE THAT MEETS THE
APPLI CABLE REQUI REMENTS OF THI S SECTI ON AND PARAGRAPHS (1) AND (I1) OF
SUBDI VI SI ON NI NE OF SECTI ON SI XTEEN-V OF THE NEW YORK STATE URBAN DEVEL-
OPMENT CORPORATI ON ACT, AND | NCLUDES A CORPORATION, A LIMTED LIABILITY
CORPORATI ON, PARTNERSHI P, OR OTHER BUSINESS ENTITY, BUT NOI A SOLE
PROPRI ETOR.

(3) "RELATED PERSON' MEANS A "RELATED PERSON' AS SUCH TERM | S DEFI NED
I N SUBDI VI SI ON EI GHT OF SECTI ON FOUR HUNDRED THI RTY- ONE OF THE ECONOM C
DEVELOPMVENT LAW

(4) "AFFILIATES" MEANS THOSE ENTITIES THAT ARE MEMBERS OF THE SAME
AFFI LI ATED GROUP (AS DEFINED IN SECTION FIFTEEN HUNDRED FOUR OF THE
| NTERNAL REVENUE CODE) AS THE ENTI TY.

(5) "QUALI FI ED EMERG NG TECHNOLOGY COVPANY" HAS THE SAVE MEANI NG AS | N
PARAGRAPH (C) OF SUBDI VI SION ONE OF SECTI ON THI RTY- ONE HUNDRED TWO E OF
THE PUBLI C AUTHORI TI ES LAW EXCEPT THAT |IT ALSO HAS FEWER THAN ONE
HUNDRED EMPLOYEES OF WHOM AT LEAST SEVENTY- FI VE PERCENT ARE LOCATED I N
NEW YORK STATE, AND SHALL HAVE | NVESTED RESEARCH AND DEVELOPMENT FUNDS
IN AN AMOUNT EQUAL TO SI X PERCENT OR MORE OF NET SALES DURI NG | TS TAXA-
BLE YEAR

(B) ANGEL | NVESTMENT CREDIT. (1) A QUALIFIED |INVESTOR THAT IS A
TAXPAYER UNDER ARTICLE TWENTY-TWO OF TH S CHAPTER SHALL BE ALLOWED A
CREDI T AGAI NST SUCH TAX TO BE COWUTED AS HEREI NAFTER PROVIDED. THE
AMOUNT OF THE CREDI T SHALL BE EQUAL TO THI RTY PERCENT OF EACH QUALI FI ED
| NVESTMENT | N A QUALI FI ED ENTI TY MADE DURI NG THE TAXABLE YEAR.

(1) A QUALI FI ED I NVESTMENT | S AN | NVESTMENT OF TWD HUNDRED FI FTY THOU
SAND DOLLARS OR LESS, | NCLUDI NG AT LEAST TWENTY- FI VE THOUSAND DOLLARS | N
CASH OR CASH EQUI VALENT, COWPRI SED OF EQUI TY SECURITY IN COWON STOCK,
PREFERRED STOCK, AN INTEREST IN A PARTNERSH P OR LI M TED LI ABILITY
COVPANY, A SECURITY THAT IS CONVERTI BLE | NTO AN EQUI TY SECURITY OR ANY
OTHER EQUITY SECURITY DETERM NED AS ELI G BLE BY THE COW SSI ONER AFTER
CONSULTATI ON W TH THE DEPARTMENT OF ECONOM C DEVELOPMENT. AN | NVESTMENT
VH CH COWPRI SES ACQUI SI TI ON OR CONTROL OF THE ELI G BLE ENTI TY OR ACQUI -
SI TION OF THE ASSETS AND LI ABI LI TIES OF SUCH ELI G BLE ENTITY, OR WH CH
IS NOTI' REPORTED TO THE NEW YORK STATE | NCUBATOR OF WHI CH THE ELI A BLE
ENTITY I'S A CLIENT WTHI N SI XTY CALENDAR DAYS AFTER THE | NVESTMENT IS
MADE W LL NOT BE DEEMED A QUALI FI ED | NVESTMENT.

(I'') A QUALIFIED INVESTOR, |INCLUDING THE AFFILIATES AND RELATED
PERSONS OF THE QUALI FI ED | NVESTOR, SHALL NOT HAVE OMED OR POSSESSED
MORE THAN THI RTY PERCENT OF THE TOTAL VOTI NG PONER OF ALL EQUI TY SECURI -
TIES OF THE QUALI FI ED ENTI TY PRI OR TO THE | NVESTMENT.

(I'r1)y A QUALIFIED ENTITY, |IN ADD TION TO REQUI REMENTS SET FORTH BY
SUBDI VI SION (A) OF THI S SECTI ON, MJUST ALSC

A. HAVE ASSETS OF LESS THAN TEN M LLI ON DOLLARS, EXCLUSIVE OF QUALI -
FIED | NVESTMENTS. AS USED IN TH S SUBPARAGRAPH, THE TERM " ASSET" MEANS
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ANY OMNED PROPERTY THAT HAS VALUE | NCLUDI NG FINANCI AL AND PHYSI CAL
ASSETS, BUT NOT | NTELLECTUAL PROPERTY;

B. CURRENTLY BE CERTI FI ED AS A CLI ENT OF A NEW YORK STATE | NCUBATOR OR
NEW YORK STATE | NNOVATI ON HOTSPOT, AND HAVE BEEN A CLI ENT OF SUCH | NCU-
BATOR OR HOTSPOT FOR FOUR YEARS OR LESS;

C. MAINTAI N AT LEAST SEVENTY-FI VE PERCENT OF | TS OPERATI ONS AND FULL
TI VE COVPENSATED PERSONNEL (I F ANY) IN TH S STATE.

(2) A QUALIFIED ENTITY MAY RECEIVE UP TO ONE M LLI ON DOLLARS I N QUALI -
FI ED | NVESTMENTS BY QUALI FI ED | NVESTORS | N ANY CALENDAR YEAR.

(3) A QUALIFIED I NVESTOR MAY CLAI M ONE- THIRD OF THE CREDI T RESULTI NG
FROM | TS QUALI FI ED | NVESTMENT I N A TAXABLE YEAR FOR THREE SUCCESSI VE
YEARS. | F THE AMOUNT OF THE CREDI T AND CARRYOVERS OF SUCH CREDI T ALLOWED
UNDER THI S SECTI ON FOR ANY TAXABLE YEAR SHALL EXCEED THE TAXPAYER S TAX
FOR SUCH YEAR, ANY AMOUNT OF CREDIT OR CARRYOVERS OF SUCH CREDI T NOT
DEDUCTI BLE |IN SUCH TAXABLE YEAR MAY BE CARRI ED OVER TO THE FOLLOW NG
YEAR OR YEARS AND MAY BE DEDUCTED FROM THE TAX FOR SUCH YEAR OR YEARS. A
QUALI FI ED | NVESTOR SHALL CERTIFY TO THE COMM SSI ONER THAT THE QUALI FI ED
I NVESTMENT W LL NOT BE SCOLD, TRANSFERRED, TRADED, OR DI SPOSED OF DURI NG
THE THREE YEARS FOLLOW NG THE YEAR IN VHICH THE CREDI T | S FI RST CLAI MED,
SEPARATE FROM ANY SALE OR OTHER DI SPCSI TION OF THE ELIG BLE ENTITY.
QUALI FI ED | NVESTORS SHALL | NCLUDE A COPY OF THE CERTI FI CATE OF ELI d BI L-
ITY WTH THEI R TAX RETURN.

(4) CREDIT RECAPTURE. |F A CERTIFICATE OF ELIGBILITY I S REVOKED OR
SURRENDERED BECAUSE THE QUALI FI ED ENTI TY HAS BEEN SOLD, EXCHANGED, OR
TRANSFERRED,  THE AMOUNT OF CREDIT DESCRIBED IN TH S SUBDI VI SI ON AND
CLAI MED BY THE TAXPAYER PRI OR TO THAT REVOCATI ON SHALL BE ADDED BACK TO
TAX IN THE TAXABLE YEAR | N WH CH ANY SUCH REVOCATI ON BECOMES FI NAL.
TH'S PROVI SI ON SHALL NOT APPLY I N THE CASE OF A BANKRUPTCY.

(5) ALLOCATI ON OF CREDIT. THE AGGREGATE AMOUNT OF TAX CREDI TS ALLOWED
UNDER THI'S SUBDI VISIQON, |IN ANY CALENDAR YEAR SHALL BE FIVE M LLI ON
DOLLARS | N TWO THOUSAND FI FTEEN, TWO THOUSAND SI XTEEN AND TWO THOUSAND
SEVENTEEN, AND SEVEN M LLI ON DOLLARS | N TWO THOUSAND ElI GHTEEN AND THERE-
AFTER.  SUCH AGGREGATE AMOUNT OF CREDI TS SHALL BE ALLOCATED BASED UPON
THE DATE OF FI LI NG AN APPLI CATI ON FOR ALLOCATION OF CREDIT. | F THE TOTAL
AMOUNT OF ALLOCATED CREDI TS APPLI ED FOR | N ANY PARTI CULAR YEAR EXCEEDS
THE AGGREGATE AMOUNT OF TAX CREDI TS ALLOVWED FOR SUCH YEAR UNDER THI S
SECTI ON, SUCH EXCESS SHALL BE TREATED AS HAVI NG BEEN APPLI ED FOR ON THE
FI RST DAY OF THE SUBSEQUENT YEAR

(© RESEARCH AND DEVELOPMENT CREDIT. (1) A QUALIFIED ENTITY THAT IS
ALSO A QUALI FI ED EMERG NG TECHNOLOGY COVPANY THAT IS A TAXPAYER UNDER
ARTI CLE TWENTY-TWO OR ARTI CLE NI NE-A OF THI S CHAPTER AND IS A CLI ENT OF
A NEW YORK STATE | NCUBATOR OR A NEW YORK STATE | NNOVATI ON HOTSPOT  SHALL
BE ALLONED CREDITS AGAINST SUCH TAX TO BE COWUTED AS HEREI NAFTER
PROVI DED.

(2) THE RESEARCH AND DEVELOPMENT PROPERTY CREDIT SHALL BE ElI GATEEN
PERCENT OF THE COST OR OTHER BASI S FOR FEDERAL | NCOVE TAX PURPCSES OF
RESEARCH AND DEVELOPMENT PROPERTY ACQUI RED BY THE TAXPAYER AND PLACED I N
SERVI CE DURI NG THE TAXABLE YEAR, PROVI DED THAT I'T MEETS THE DEFI N TI ON
OF CLAUSE (I1) OF SUBPARAGRAPH (B) OF PARAGRAPH TWD OF SUBSECTION (A) OF
SECTION SI X HUNDRED SI X OF THI S CHAPTER AND WOULD QUALI FY FOR A CREDI T
UNDER SECTI ON 41 OF THE | NTERNAL REVENUE CODE. SUCH PROPERTY SHALL NOT
I NCLUDE LAND OR BU LDINGS. THE COSTS, EXPENSES AND OTHER AMOUNTS FOR
VH CH A CRED T IS ALLOAED AND CLAI MED UNDER THI S PARAGRAPH SHALL NOT BE
USED I N THE CALCULATI ON OF ANY OTHER CREDI T ALLOWNED UNDER THI S ARTI CLE.

(3) THE RESEARCH AND DEVELOPMENT TECHNOLOGY EXPENDI TURES CREDI T SHALL
BE NI NE PERCENT OF QUALI FI ED RESEARCH AND DEVELOPMENT EXPENDI TURES, PAID
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OR | NCURRED BY THE TAXPAYER I N THE TAXABLE YEAR | N EMERG NG TECHNOLOJ ES
DEFI NED BY PARAGRAPH (B) OF SUBDIVISION ONE OF SECTION THI RTY-ONE
HUNDRED TWO-E OF THE PUBLI C AUTHORI TI ES LAW FOR PURPCSES OF THI S PARA-
GRAPH, "QUALIFIED RESEARCH AND DEVELOPMENT EXPENDI TURES' MEANS THE
EXPENSES OF THE QUALI FI ED ENTI TY THAT ARE QUALI FIED RESEARCH EXPENSES
UNDER THE FEDERAL RESEARCH AND DEVELOPMENT CREDIT UNDER SECTION
FORTY- ONE OF THE | NTERNAL REVENUE CODE AND ARE ATTRI BUTABLE TO ACTI V-
I TTES CONDUCTED |IN THE STATE. | F THE FEDERAL RESEARCH AND DEVELOPMENT
CREDI T HAS EXPI RED, THEN THE RESEARCH AND DEVELOPMENT EXPENDI TURES SHALL
BE CALCULATED AS | F THE FEDERAL RESEARCH AND DEVELOPMENT CREDI T STRUC-
TURE AND DEFI NI TI ON | N EFFECT | N FEDERAL TAX YEAR TWO THOUSAND NI NE WERE
STILL |IN EFFECT. SUCH QUALI FI ED RESEARCH AND DEVELOPNMENT EXPENDI TURES
SHALL ALSO | NCLUDE COSTS ASSOCIATED WTH THE PREPARATION OF PATENT
APPLI CATI ONS, PATENT APPLI CATION FILING FEES, PATENT RESEARCH FEES,
PATENT EXAM NATI ONS FEES, PATENT POST ALLOMNCE FEES AND PATENT MAI NTE-
NANCE FEES, BUT NOT ADVERTI SI NG OR PROMOTI ON THROUGH MEDI A OR EXPENSES
FOR LI TI GATI ON OR THE CHALLENGE OF ANOTHER ENTI TY' S | NTELLECTUAL PROPER-
TY RI GHTS.

(4) A QUALIFIED ENTITY MAY CLAIM CREDI TS UNDER THI'S SUBDI VI SION FOR
FOUR CONSECUTIVE TAXABLE YEARS, OR FOR SOLONG AS IT IS A CLIENT OF A
NEW YORK STATE | NCUBATOR OR A NEW YORK STATE | NNOVATI ON HOTSPOT, WH CH
EVER PERIOD IS SHORTER IN NO CASE SHALL THE AMOUNT OF THE CREDI T
ALLONED BY THI'S SUBDI VI SI ON TO A TAXPAYER EXCEED TWO HUNDRED FI FTY THOU-
SAND DOLLARS PER YEAR. | F THE TAXPAYER | S A PARTNER I N A PARTNERSH P OR
SHAREHOLDER OF A NEW YORK S CORPORATION, THEN THE LIM T | MPOCSED BY THE
PRECEDI NG SENTENCE SHALL BE APPLI ED AT THE ENTITY LEVEL, SO THAT THE
AGGREGATE CREDIT ALLOAED TO ALL THE PARTNERS OR SHAREHOLDERS OF EACH
SUCH ENTITY I N THE TAXABLE YEAR DCES NOT EXCEED TWO HUNDRED FI FTY THOU
SAND DOLLARS. | F THE AMOUNT OF CREDI T ALLOWNED UNDER THI' S SUBDI VI SI ON FOR
ANY TAXABLE YEAR SHALL EXCEED THE TAXPAYER S TAX FOR SUCH YEAR, THE
EXCESS SHALL BE TREATED AS AN OVERPAYMENT OF TAX TO BE CREDI TED OR
REFUNDED | N ACCORDANCE W TH THE PROVI SI ONS OF SECTI ON SI X HUNDRED EI GHT-
Y-SI X OF TH S CHAPTER, PROVI DED, HOWNEVER, THAT NO | NTEREST SHALL BE PAI D
THEREON.

(5 CREDIT RECAPTURE. |F A CERTIFICATE OF ELIG@BILITY I S REVOKED OR
SURRENDERED BECAUSE THE QUALI FI ED ENTI TY HAS BEEN SCOLD, EXCHANGED, OR
TRANSFERRED, THE AMOUNT OF CREDIT DESCRIBED IN TH S SUBDI VI SI ON AND
CLAI MED BY THE TAXPAYER PRI OR TO THAT REVOCATI ON SHALL BE ADDED BACK TO
TAX IN THE TAXABLE YEAR | N WH CH ANY SUCH REVOCATI ON BECOVES FI NAL.
THI'S PROVI SI ON SHALL NOT APPLY IN THE CASE OF A BANKRUPTCY.

(6) ALLOCATI ON OF CREDIT. THE AGGREGATE AMOUNT OF TAX CREDI TS ALLOWED
UNDER THI'S SECTION, I N ANY CALENDAR YEAR SHALL BE FI VE M LLI ON DOLLARS
I N TWD THOUSAND FI FTEEN, TWD THOUSAND SI XTEEN AND TWO THOUSAND SEVEN-
TEEN, AND SEVEN M LLI ON DOLLARS I N TWO THOUSAND ElI GHTEEN AND THEREAFTER.
SUCH AGGREGATE AMOUNT OF CREDI TS SHALL BE ALLOCATED BASED UPON THE DATE
OF FI LI NG AN APPLI CATI ON FOR ALLOCATION OF CREDIT. IF THE TOTAL AMOUNT
OF ALLOCATED CREDITS APPLIED FOR |IN ANY PARTI CULAR YEAR EXCEEDS THE
AGGREGATE AMOUNT OF TAX CREDITS ALLOAED FOR SUCH YEAR UNDER THI' S
SECTI ON, SUCH EXCESS SHALL BE TREATED AS HAVI NG BEEN APPLI ED FOR ON THE
FI RST DAY OF THE SUBSEQUENT YEAR.

(7) CROSS- REFERENCES. FOR APPLI CATI ON OF THE TAX BENEFI TS PROVI DED FOR
IN THI'S SUBDI VI SI ON, SEE THE FOLLOW NG PROVI SIONS OF THI S CHAPTER:

(1) ARTICLE 9-A, SECTION 210, SUBDI VI SI ON 48.

(1'l) ARTICLE 22, SECTION 606, SUBSECTI ON ( BBB) .

S 3. Subsections (yy) and (zz) of section 606 of the tax law, as
relettered by section 5 of part H of chapter 1 of the laws of 2003, are
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rel ettered subsections (yyy) and (zzz) and a new subsection (bbb) is
added to read as foll ows:

(BBB) RESEARCH AND DEVELOPMENT CREDI T. A TAXPAYER SHALL BE ALLOWNED A
CREDI T, TO BE COVPUTED AS PROVIDED IN SECTION TH RTY-EIGHT-A OF TH'S
CHAPTER, AGAINST THE TAX | MPOSED BY THI' S ARTICLE. |F THE AMOUNT OF THE
CREDI T ALLOWED UNDER THI S SUBSECTI ON FOR ANY TAXABLE YEAR SHALL EXCEED
THE TAXPAYER S TAX FOR SUCH YEAR, THE EXCESS SHALL BE TREATED AS AN
OVERPAYMENT OF TAX TO BE CREDI TED OR REFUNDED I N ACCORDANCE WTH THE
PROVI SIONS OF SECTI ON SI X HUNDRED ElI GHTY-SI X OF THI S ARTI CLE, PROVI DED,
HOWEVER, THAT NO | NTEREST SHALL BE PAI D THEREON.

S 4. Section 210 of the tax law is anended by addi ng a new subdi vi si on
48 to read as foll ows:

48. RESEARCH AND DEVELOPMENT CREDI T. A TAXPAYER SHALL BE ALLOWED A
CREDIT, TO BE COWPUTED AS PROVIDED IN SECTION THI RTY-EI GHT-A OF TH' S
CHAPTER, AGAI NST THE TAX | MPCSED BY THI S ARTICLE. I F THE AMOUNT OF THE
CREDIT ALLOWED UNDER THI' S SUBDI VI SI ON FOR ANY TAXABLE YEAR SHALL EXCEED
THE TAXPAYER S TAX FOR SUCH YEAR, THE EXCESS SHALL BE TREATED AS AN
OVERPAYMENT OF TAX TO BE CREDI TED OR REFUNDED | N ACCORDANCE W TH THE
PROVI SI ONS OF SECTI ON TEN HUNDRED EI GHTY-SI X OF TH S CHAPTER, PROVI DED,
HOWEVER, THE PROVI SI ONS OF SUBSECTI ON (C) OF SECTI ON ONE THOUSAND EI GHT-
Y-El GHT OF THI S CHAPTER NOTW THSTANDI NG NO | NTEREST SHALL BE PAI D THER-
EON.

S 5. Subparagraph (B) of paragraph 1 of subsection (i) of section 606
of the tax law is anmended by adding a new clause (xxxvii) to read as
fol | ows:

(XXXVI I') RESEARCH AND AMOUNT OF CREDI T
DEVELOPMENT CREDI T UNDER SUBDI VI SI ON
UNDER SUBSECTI ON ( BBB) FORTY- El GHT OF

SECTI ON TWD HUNDRED TEN

S 6. Paragraph (a) of subdivision 9 of section 208 of the tax lawis
anmended by addi ng a new subparagraph 19 to read as foll ows:

(19) ANY OTHER PROVI SI ON OF ANY OTHER LAW TO THE CONTRARY NOTW TH
STANDI NG FOR QUALI FI ED PROPERTY AS DESCRI BED | N SECTION 167, 168 OR 179
OF THE | NTERNAL REVENUE CODE VWHI CH WAS ACQUI RED BY AN ENTI TY DESI GNATED
AS A NEW YORK STATE | NCUBATOR OR NEW YORK STATE | NNOVATI ON HOTSPOT
PURSUANT TO SECTI ON SI XTEEN-V OF THE URBAN DEVELOPMENT CORPORATI ON ACT,
OR BY A TAXPAYER WHI CH | S CURRENTLY, OR WHI CH WAS A TENANT IN OR CLIENT
OF SUCH NEW YORK STATE | NCUBATOR OR HOTSPOT BUT GRADUATED W THI N THE
PREVI QUS TWDO YEARS, THAT WAS PLACED IN SERVICE DURING A TAXABLE VYEAR
BEG NNING W TH A TAXABLE YEAR DURI NG WHI CH THE TAXPAYER WAS A TENANT I N
OR CLI ENT OF A NEW YORK STATE | NCUBATOR OR HOTSPOT OR WTHIN TWDO YEARS
OF GRADUATI ON THEREFROM AND ENDI NG ON THE FI FTH TAXABLE YEAR THEREAFTER,
THE TAXPAYER MAY ELECT TO DEDUCT DEPRECI ATI ON FOR SUCH PROPERTY | N AN
AMOUNT THAT | S EQUAL TO ONE HUNDRED PERCENT OF THE DEPRECI ATION OF THE
QUALI FI ED PROPERTY FOR THE TOTAL OF | TS USEFUL LI FE THAT WOULD OTHERW SE
BE ALLONED PURSUANT TO SUCH SECTION 167, 168 OR 179 OF THE | NTERNAL
REVENUE CODE, PROVI DED THAT FOR ANY QUALI FI ED PROPERTY FOR WHI CH SUCH
TAXPAYER DOES NOT MAKE SUCH ELECTI ON, THE TAXPAYER SHALL BE ALLOWED THE
DEPRECI ATI ON DEDUCTI ON ALLOWED PURSUANT TO SECTI ON 167, 168 OR 179 OF
THE | NTERNAL REVENUE CODE. A TAXPAYER WHO ELECTS TO DEDUCT DEPRECI ATI ON
I N AN AMOUNT THAT | S EQUAL TO ONE HUNDRED PERCENT OF THE COST OF PROPER-
TY PLACED | N SERVI CE DURI NG THE TAXABLE YEAR MAY NOT CLAIM ANY OTHER
DEDUCTION ON THE COST OF SUCH PROPERTY. | F PROPERTY ON WH CH DEPRECI -
ATI ON HAS BEEN TAKEN IS DI SPOSED OF PRIOR TO THE END OF I TS USEFUL LI FE,
THE TAXPAYER SHALL I N THE YEAR OF DI SPCSI TION ADD BACK THE DI FFERENCE
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BETWEEN THE DEPRECI ATI ON TAKEN AND THE DEPRECI ATI ON ALLOWABLE PURSUANT
TO SECTI ON 167 OF THE | NTERNAL REVENUE CODE FOR EACH YEAR OF THE RENAI N-
| NG USEFUL LI FE OF THE PROPERTY.

S 7. Paragraph (o) of subdivision 9 of section 208 of the tax |aw, as
added by section 3 of part B of chapter 62 of the Ilaws of 2003, is
amended to read as foll ows:

(0) For taxable years beginning after Decenber thirty-first, two thou-
sand two, in the case of qualified property described in paragraph two
of subsection k of section 168 of the internal revenue code, other than
qual i fied resurgence zone property described in paragraph (q) of this
subdi vi sion, and other than qualified New York Liberty Zone property
described in paragraph two of subsection b of section 1400L of the
i nternal revenue code (without regard to clause (i) of subparagraph (O
of such paragraph), which was placed in service on or after June first,
two thousand three, AND OTHER THAN PROPERTY ACQUI RED BY A NEW YORK STATE
| NCUBATOR OR NEW YORK STATE | NNOVATI ON HOTSPOT DESI GNATED PURSUANT TO
SECTION SI XTEEN-V OF THE URBAN DEVELOPMENT CORPCORATI ON ACT, OR BY A
TAXPAYER WHI CH | S CURRENTLY, OR WHICH WAS A CLIENT OF SUCH NEW YORK
STATE | NCUBATOR OR HOTSPOT DURI NG A PERI OD OF FI VE TAXABLE YEARS, BEGQ N
NI NG WTH THE FI RST TAXABLE YEAR DURI NG WHI CH THE TAXPAYER WAS A TENANT
N OR CLI ENT OF SUCH NEW YORK STATE | NCUBATOR OR WTHIN TWDO YEARS OF
GRADUATI ON THEREFROM a taxpayer shall be allowed with respect to such
property the depreciation deduction allowable under section 167 of the
I nternal revenue code as such section would have applied to such proper-
ty had it been acquired by the taxpayer on Septenber tenth, two thousand
one.

S 8. Section 16-v of section 1 of chapter 174 of the | aws of 1968
constituting the urban devel opnent corporation act is amended by adding
two new subdivisions 6-a and 6-b to read as foll ows:

6-A. PROCUREMENT. A CLIENT OF A NEW YORK STATE | NCUBATOR OR NEW YORK
STATE | NNOVATI ON HOTSPOT DESI GNATED PURSUANT TO THIS SECTION SHALL BE
DEEMED A SMALL BUSI NESS CONCERN PURSUANT TO SUBDI VI SI ON SI X OF SECTI ON
ONE HUNDRED S| XTY- THREE AND PARAGRAPH N OF SUBDI VISION TWD OF SECTION
ONE HUNDRED SI XTY-ONE OF THE STATE FI NANCE LAW THE CORPORATI ON SHALL
COLLABORATE W TH THE COWM SSI ONER OF THE OFFI CE OF GENERAL SERVI CES, AND
THE COWM SSI ONER OF THE DEPARTMENT OF ECONOM C DEVELOPMENT, WHO SHALL
USE H'S OR HER MEMBERSHI P ON THE STATE PROCUREMENT COUNCI L, TO ADVANCE,
TARGET, AND DEVELOP PROCUREMENT PROGRAMS FOR THE PURCHASE OF SERVICES
AND COMMODI TI ES, | NCLUDI NG TECHNOLOG ES OR COWODI TI ES THAT ARE RECYCLED
OR REMANUFACTURED, TOWARD CLIENTS OF NEW YORK STATE | NCUBATORS. THE
CORPORATI ON SHALL ADDI Tl ONALLY, THROUGH MEMBERSHI P ON THE STATE PROCURE-
MENT COUNCI L AND COLLABORATI ON W TH THE CORPORATI ON OF GENERAL SERVI CES
AND OTHER STATE AGENCI ES, DEVELOP OPPORTUNI TI ES FOR TEAM NG ON CONTRACTS
BETWEEN SMALL BUSINESS CONCERNS WHI CH ARE CLIENTS OF NEW YORK STATE
| NCUBATORS OR NEW YORK STATE | NNOVATI ON HOTSPOTS AND OTHER BUSI NESS
ENTITIES WH CH MAY PROVIDE RESOURCES OR CREDIT NECESSARY FOR THE
SUCCESSFUL COWMPLETI ON OF CONTRACT REQUI REMENTS FOR SUCH COWWODI Tl ES,
SERVI CES, OR TECHNOLOGQ ES BY SUCH SMALL BUSI NESS CONCERNS.

6- B. | NCUBATORS AS EDUCATI ONAL ENTI TI ES. REAL PROPERTY OMED OR LEASED
BY A NEW YORK STATE | NCUBATOR OR NEW YORK STATE | NNOVATI ON HOTSPOT WHI CH
IS A NONPROFIT ORGAN ZATION HAVING TAX EXEMPT STATUS UNDER SECTI ON
501(C)(3) OF THE | NTERNAL REVENUE CODE, OR WVHICH IS A NEW YORK STATE
| NCUBATOR OR NEW YORK STATE | NNOVATI ON HOTSPOT OWNED AND SPONSORED BY A
NONPROFI T ORGANI ZATI ON HAVI NG SUCH TAX EXEMPT STATUS, OR WHICH | S AFFI L-
| ATED WTH A COLLEGE CHARTERED BY THE REGENTS OF THE STATE OF NEW YORK
OR A COLLEGE | NCORPORATED BY SPECI AL ACT OF THE LEG SLATURE, AND WHI CH
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| S USED FOR THE PURPOSES DESCRIBED IN THI S SECTI ON OF TRAI NI NG,  EDUCAT-
NG MENTORI NG, AND DEVELOPI NG CLI ENT ENTREPRENEURS AND BUSI NESS ENTI -
TIES, WH CH ARE THE CRI TERI A FOR DESI GNATI ON OF A PROGRAM AS A NEW YORK
STATE | NCUBATOR OR NEW YORK STATE | NNOVATI ON HOTSPOT, SHALL BE DEEMED TO
BE PROPERTY OF AN EDUCATI ONAL CORPORATI ON FOR PURPOSES OF SECTI ON FOUR
HUNDRED TWENTY- A OF THE REAL PROPERTY TAX LAW | NCLUDI NG ANY CLASSROOVS,
CONFERENCE ROOMS, LABORATORY, MEETI NG SPACE, ADM NI STRATI ON AREA, KI TCH
EN AREA, PARKI NG STORAGE, OR OTHER AREA WHICH IS USED PRIMARILY TO
PROVI DE DI RECT AND | NDI RECT SERVI CES TO RESI DENT CLI ENTS OF SUCH FACI LI -
TY, AND |NCLUDING SPACE FOR RESIDENT CLIENTS OFFI CES PURSUANT TO A
LI CENSE OR LEASE BETWEEN SUCH | NCUBATOR AND RESI DENT CLI ENTS, NOTW TH
STANDI NG THAT SUCH RESI DENT CLI ENTS MAY, OR MAY NOT BE, NOT- FOR- PROFI T
ORGANI ZATI ONS.  ANY PORTI ON OF SUCH REAL PROPERTY WHICH |S LEASED OR
LICENSED TO AN |ND VIDUAL OR BUSINESS ENTITY WHI CH | S NOT A RESI DENT
CLI ENT OF THE NEW YORK STATE | NCUBATOR OR NEW YORK STATE | NNOVATI ON
HOTSPOT OR THE PROGRAM DESCRIBED IN THI'S SUBDI VI SION WHICH | S ELI A BLE
TO RECEI VE OR | S RECEI VING STABI LI ZATION GRANTS, OR WHICH DCES NOT
OTHERW SE MEET THE REQUI REMENTS OF SUBDIVISION ONE OF SECTI ON FOUR
HUNDRED TWENTY- A OF THE REAL PROPERTY TAX LAW SHALL BE SUBJECT TO THE
PROVISIONS OF SUBDIVISION TWO OF SECTI ON FOUR HUNDRED TWENTY- A OF THE
REAL PROPERTY TAX LAW

S 9. Subdivision 12-c of section 66 of the public service law, as
added by chapter 686 of the |laws of 1986, and as further anended by
section 15 of part GG of chapter 63 of the |aws of 2000, is anmended to
read as foll ows:

12-c. Notwi thstandi ng any ot her provision of |aw, upon application of
a gas or electric corporation, the conmssion shall authorize such
corporation to charge a special enpire zone rate equal to the incre-
nmental cost of providing service to customers certified as eligible for
such rate pursuant to article eighteen-B of the general municipal |aw,
OR AN | NCUBATOR RATE EQUAL TO THE | NCREMENTAL COST OF PROVI DI NG SERVI CE
TO CUSTOVERS TO THOSE ENTI TI ES DESI GNATED AS NEW YORK STATE | NCUBATORS
OR NEW YORK STATE | NNOVATI ON HOTSPOTS PURSUANT TO SECTI ON SI XTEEN-V  OF
THE URBAN DEVELOPMENT CORPORATI ON ACT, AND TO CLI ENTS OF SUCH | NCUBATOR
PROGRAMS AND FOR TWDO SUCCESSI VE CALENDAR YEARS AFTER THEY SHALL HAVE
GRADUATED FROM SUCH | NCUBATOR PROGRAMS, SUCH CLI ENTS TO BE DESI GNATED BY
THE | NCUBATORS.

S 10. This act shall take effect January 1, 2015.



