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2021- 2022 Regul ar Sessi ons

| N ASSEMBLY

January 14, 2021

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

AN ACT to anmend the econonmic developnent law and the tax law, in
relation to authorizing the creation of small business tax-deferred
savi ngs accounts

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

Section 1. The econonmic development |law is anended by adding a new
section 138-a to read as foll ows:

8 138-a. Snmll business tax-deferred savings accounts. 1. A "smal
busi ness taxpayer" or "smmll business" shall have the sane neaning as
defined in section one hundred thirty-one of this article and shall neet
the requirenents of paragraph (f) of subdivision one of section two
hundred ten of the tax | aw

2. Any small business shall be authorized to establish with any finan-
cial organization a small business tax-deferred savings account and to
nake deposits into and withdrawals from such account. For purposes of
this section., "financial organization" shall nean an organization
authorized to do business in the state of New York and (a) which is
licensed or chartered by the departnent of financial services, (b) is
chartered by an agency of the federal governnent, or (c) is subject to
the jurisdiction and regulation of the securities and exchange conm s-
sion of the federal governnent.

3. The anmpunt deposited into such tax-deferred savings accounts and
any interest earned on such deposits shall be subject to the provisions
of subparagraph twenty-one of paragraph (a) of subdivision nine of
section two hundred eight and paragraph forty-three of subsection (c) of
section six hundred twelve of the tax law, unless such anpunts are with-
drawn and expended for a purpose other than a qualifying purpose.

4. For the purposes of this act, a qualifying purpose shall include
smal | _business taxpayer expenditures (a) for tangible personal property
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or other tangible property, including but not linmted to buildings
and structural conponents of buildings, that are principally used in the
ordinary course of the taxpayer's trade or business and (b) other
expenditures deened appropriate by the departnent, which will inprove
the conpetitiveness and productivity of a small business and results in
the creation or retention of full-tine jobs.

5. The nonies deposited into such tax-deferred savings accounts during
any taxable year nmay not exceed five thousand doll ars.

6. On or before April first, two thousand twenty-three and annually
thereafter, the departnment, in consultation with the departnent of taxa-
tion and finance, shall report on the nunber of small business taxpayers
utilizing this program the aggregate anpunt deposited for which a tax
credit was clained, the average aggregate anmpunt on deposit in small
busi ness savings accounts, the anmpunt of qualifying and non-qualifying
wi t hdrawal s, and any ot her such data deened necessary and appropriate by
the departnent.

8§ 2. Paragraph (a) of subdivision 9 of section 208 of the tax lawis
anended by addi ng a new subparagraph 21 to read as foll ows:

(21) any anount deposited into a small business tax-deferred savings
account created pursuant to section one hundred thirty-eight-a of the
econom ¢ _devel opnent law, and any interest earned on such deposits,
provided that any anpunt withdrawn for a non-qualifying purpose shall be
included in the entire net incone for the tax year in which the wth-
drawal was made.

8 3. Subsection (c) of section 612 of the tax |aw is anmended by addi ng
a new paragraph 43 to read as follows:

(43) any anount deposited into a small business tax-deferred savings
account created pursuant to section one hundred thirty-eight-a of the
econom ¢ devel opnent law, and any interest earned on such deposits,
provided that any anpunt withdrawn for a non-qualifying purpose shall be
included in the entire net inconme for the tax year in which the wth-
drawal was made.

8 4. The departnent of taxation and finance, in consultation with the
depart nent of economi c devel opment, shall review and anal yze all statis-
tical data available for such purposes of determ ning the econom ¢ and
revenue inpact associated with this act. Such data shall be included in
an annual report that shall also include, but not be limted to, the
nunber of snall business taxpayers utilizing this program the average
aggregat e anount on deposit, the qualifying expenses clained, any quali-
fying expenses deened inappropriate and any other such data deened
necessary and appropriate by the departnent. Such annual report shall be
posted on the websites of the departnent of taxation and finance and the
depart nent of econom c devel opnment, and transmitted to the governor, the
tenmporary president of the senate, the senate minority |eader, the
speaker of the assenbly and the assenbly ninority | eader.

8 5. Rules and regul ations. The departnent of taxation and finance in
consultation with the departnent of economc developnent, is hereby
authorized to promulgate rules and regulations in accordance with the
state adm nistrative procedure act that are necessary to fulfill the
purposes of this act. Such regul ations shall include but not be imted
to deadlines for establishing a small business tax deferred savings
account, standard procedures and forns to be utilized in the program
and any other such regul ations deened necessary to pronote the ful
utilization of this program Such rules and regulations shall be
conpleted within 180 days after the effective date of this act.

8 6. This act shall take effect imediately.




