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STATE OF NEW YORK

6404

2019- 2020 Regul ar Sessi ons

| N ASSEMBLY

March 7, 2019

Introduced by M of A CRESPO -- read once and referred to the Conmttee
on Ways and Means

AN ACT to anmend the tax law, in relation to clarifying the recordkeeping
requi rements for the earned incone tax credit and the enhanced earned
income tax credit

The People of the State of New York, represented in Senate and Assem
bly, do enact as foll ows:

Section 1. Subsection (d) of section 606 of the tax law is anmended by
addi ng a new paragraph 8 to read as foll ows:

(8) Inconme docunentation. Any taxpayer who receives nore than fifty
percent of his or her incone in cash who is clainming the credit under
this subsection nmay follow the inconme docunentation standards set forth
in section six hundred fifty-eight-a of this article when applicable.

8§ 2. Subsection (d-1) of section 606 of the tax |aw is amended by
addi ng a new paragraph 9 to read as foll ows:

(9) Any taxpayer who receives nore than fifty percent of his or her
incone in cash who is <claining the credit under this subsection may
prove his or her incone by follow ng the incone docunentation standards
set forth in section six hundred fifty-eight-a of this article when
appl i cabl e.

§ 3. The tax law is anmended by adding a new section 658-a to read as
foll ows:

8 658-a. Incone docunentation concerning the earned incone credit. In
conjunction with the requirenents set forth in this chapter, the
provisions of this section shall apply to any taxpayer claining the
earned incone credit as set forth in subsection (d) of section six
hundred six of this article.

(a) Inconme docunentation standards for cash earners. If the taxpayer
is enployed in one or nore occupations where such taxpayer receives nore
than fifty percent of his or her incone in cash, such taxpayer nay prove
his or her incone by producing one of the follow ng verifications:

EXPLANATI ON--Matter in italics (underscored) is new, matter in brackets
[-] is oldlawto be omtted.
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(1) Pernmanent books, accounts or records kept in a manner consistent
with the recordkeeping practices of the industry in which the taxpayer
works. For the purposes of this section, "pernmanent books, accounts or

records” shall nean paper or electronic docunents that reflect the
anpunt and source of all incone earned from paid enpl oynent.

(A) Exanples of permanent books, accounts or records shall include,
but shall not be |limted to (i) bank statenents from financial insti-
tutions ii) electronic |edgers or spreadsheets that docunent the date
of each entry, or (iii) handwitten accounts nmmintained in a bound
| edger.

(B) A different 1ledger shall be maintained for each tax year's cash
earnings records, and each record shall be maintained for at least three
vears after the tax year for which it was submtted

(C) Entry requirenents for handwitten ledgers. (i) A handwitten
| edger docunenting the taxpayer's incone shall list, in chronol ogica
order, an entry for each transaction for which such taxpayer earns noney
with information that includes, but is not limted to:

(1) the anpunt of nobney earned;

(I1) the approximate tine and date on which the noney was earned; and

(I11) a brief description or list of the task or tasks perforned for
the nobney earned.

(ii) Such record may include entries for work-rel ated expenses and
each such entry shall include, but is not limted to:

(1) the anmpbunt of the work-rel ated expense;

(I1) the approximate tine and date the work-related expense was
incurred;

(I11) the nature of the work-rel ated expense; and

(I1V) the date on which the entry was nade

(iii) An entry for any transaction shall be nade as soon as possible
after the transaction occurred.

(2) Additional acceptable incone verification docunents. In the
absence of pernmanent books, accounts or records, a tax filer may verify
incone by producing two or nore of the foll ow ng:

(A) A signed letter fromthe taxpayer's enployer stating wages paid;

(B) Statenments froma financial institution that denonstrate reqgular
deposits of earnings;

(C) Receipts fromwork supplies, including but not linited to uniforns
and materials needed to conplete a specific job;

(D) Receipts fromlicensing or certification fees, nenbership dues, or
ot her prof essi onal dues;

(E) Receipts fromwork-related expenses, including but not linmted to
transportation costs and child care;

(F) A sworn affidavit, signed by the taxpayer, stating such taxpayer's
position or title, the nunber of weeks worked, the nunber of hours
worked per week, the wages earned, and a brief description of the work
performed. A separate notarized affidavit shall be conpleted for each
j ob;

G An incone and expenses worksheet conpleted with a certified tax
pr of essi onal

(b) Errors or omissions. Qrissions or failures to correct entries
shall not be sufficient in and of thenselves to render a taxpayer's
records as inadequate to validate such taxpayer's incone for the rele-
vant tax year.

(c) Presunption of accuracy and conpleteness. (1) Provided that the
m ni num standards set forth in this section are net, and unless the

departnent has affirmative evidence to directly contradict the taxpay-
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er's return, the departnent shall presune the accuracy and conpl et eness
of the record and the good faith of the taxpayer.
(2) The particular format of the record shall not be used as evidence
of insufficient recordkeeping or bad faith on the part of the taxpayer.
(3) A md-year change in the format of recordkeeping within a single

|l edger shall not be considered evidence of inconplete recordkeeping or
bad faith if such change indicates an attenpt to inprove upon record-
keepi ng.

(d) Report. (1) On or before June thirtieth next succeeding the date
on which this section shall have becone a law, and annually thereafter,
the conmi ssioner shall submt a witten report regarding taxpayers who
claimthe earned incone credit as set forth in subsection (d) of section
six hundred six of this article and who are paid principally in cash.

(2) The report nust contain the following informati on about the earned
incone credit clained under this article during the previous calendar
year:

(A) the nunber of cash earners clainng the credit;

(B) the nunber of cash earners clainng the credit who are sent desk
audit inquiry letters;

(C) the nunber of responses to the audit inquiry letters that the
departnent receives;

(D) the nunber of cash earners claimng the credit who are audited and
receive the credit as a result; and

E) the nunber of cash earners clainmng the credit who are audited and
are denied the credit as a result.

(3) The credit report may also contain any other infornmation that the
conm ssioner deens to be useful in evaluating the use of the credit by
cash earners. The information included in the credit report will be
based on the infornation filed with the departnment during the previous
calendar year, to the extent that it is practicable to use that inforna-
tion.

§ 4. This act shall take effect on the one hundred twentieth day after
it shall have becone a law. Effective inmrediately, the comm ssioner of
taxation and finance is authorized to make any addition, anendnent
and/or repeal of any rule or regulation necessary for the inplenmentation
of this act on its effective date on or before such date.




