
A Complete Guide to New York’s
New Manufacturer Incentives

by Leah Robinson and Andrew Appleby

Perhaps no aspect of New York’s expansive 2014 tax
reform has generated as much excitement as the incentives
for qualified New York manufacturers. Qualified manufac-
turers will see their franchise tax capped at $350,0001 —
many will pay much less — and are eligible for substantial
real property tax credits. New York City’s general corpora-
tion tax reform adopts a similar benefit for manufacturers.2

The new law spells out the requirements for qualification
and has been supplemented by some additional guidance,
including legislation passed last week.

I. A Manufacturer Incentive Isn’t New,
So What’s the Big Deal?

New York has provided tax rate incentives to qualifying
manufacturers since 2007. Over the years, the state has
amended the incentives to eventually provide reduced rates
under the entire net income base and the alternative mini-
mum tax base; lower tax bracket amounts under the fixed
dollar minimum base; and lower the cap under the capital
base (New York taxpayers compute tax under multiple bases
and then pay tax on the highest base).3

Although the reduced rates and preferential brackets and
caps were beneficial, only manufacturers with fewer than 101
full-time employees and a Metropolitan Commuter Trans-
portation District allocation percentage of less than 15 per-
cent4 could qualify. In other words, the old manufacturer
incentive reduced the franchise tax liability for small upstate
manufacturers only; midsize and large manufacturers, as well
as manufacturers with substantial activities in and near New
York City, were ineligible.

The new qualified manufacturer provisions don’t just
chip away at tax rates. They provide a business income base
(which replaced the old entire net income base) tax rate of 0
percent. Yes, 0 percent. A qualified manufacturer can have
$20 million in business income sourced to New York, and its
business income tax base liability will still be zero (for
reference, general corporations are subject to a 6.5 percent
business income tax rate). But wait, there’s more: The
benefits are no longer limited to small upstate manufactur-
ers. The new qualified manufacturer provisions are available
to manufacturers of all sizes — in fact, they seem to favor
large manufacturers — and there is no upstate limitation or
total benefit cap.

The bottom line is that the new incentive is even bigger
for a much larger group of manufacturers.

1Taxpayers will pay tax on the highest of three computations: the
business income base, the capital tax base, or a minimum tax. The
$350,000 tax cap is the result of a 0 percent tax rate on the business
income base and a $350,000 cap on the capital tax base. A taxpayer
may also have Metropolitan Transportation Authority surcharge liabil-
ity, which would be based on its net tax due and allocation percentage
in the Metropolitan Commuter Transportation District (MCTD).

2New York City provides its own definition of the term ‘‘qualified
manufacturer’’ and provides a reduced tax rate.

3For example, from 2007 through 2011, qualifying manufacturers
enjoyed an entire net income base tax rate reduced from the standard
7.1 percent to 6.5 percent; it was further reduced to 3.25 percent in
2012.

4The MCTD allocation percentage was computed based on prop-
erty, payroll, and receipts within the district. Therefore, companies
with substantial activities or property in New York City would likely
have an allocation percentage above 15 percent.
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II. What Guidance Is Available?

The tax law changes enacted in 2014 (the ‘‘tax reform’’ or
‘‘new law’’) provide the primary framework for the qualified
manufacturer benefits. The department’s section of fre-
quently asked questions on its website provides scant addi-
tional guidance.5 The 2015-2016 budget legislation (2015
legislation) makes a small but significant modification to
some elements of the qualified manufacturer definition. A
technical bulletin (TSB-M-15(3)C) issued by the depart-
ment provided additional guidance. We expect the depart-
ment to promulgate regulations soon.

III. Qualifying for the Manufacturer Incentives —
The Basics

There are two ways to meet the definition of a qualified
manufacturer: (1) the ‘‘principally engaged in’’ test, which
analyzes receipts and property, and (2) the alternative test,
which analyzes employment and property. Satisfying either
test is sufficient. Each is introduced below and then dis-
cussed more in depth in subsequent sections.

A. The ‘Principally Engaged in’ Test

The ‘‘principally engaged in’’ test has a receipts compo-
nent and a property component, both of which must be
satisfied. The receipts component requires that the corpora-
tion be principally engaged in manufacturing. ‘‘Principally
engaged in’’ means that during the tax year, over 50 percent
of the taxpayer’s gross receipts are derived from the sale of
goods produced by ‘‘manufacturing, processing, assem-
bling, refining, mining, extracting, farming, agriculture,
horticulture, floriculture, viticulture, or commercial fish-
ing.’’6 The generation and distribution of electricity, the
distribution of natural gas, and the production of steam
associated with the generation of electricity and distribution
of gas, steam, and electricity are excluded from the list of
qualifying activities.

If an entire combined group is attempting to qualify for
the incentive (so that the entire group would enjoy the
reduced rates and caps), more than 50 percent of the group’s
gross receipts must be derived from the sale of such goods.
For purposes of the combined group’s computations, inter-
company transactions are eliminated.

The property component of the ‘‘principally engaged in’’
test may be satisfied in one of two ways. A corporation must
either have all its real and personal property located in New
York State or have ‘‘qualifying property’’ with adjusted fed-

eral basis of at least $1 million in New York. Qualifying
property is property that meets five requirements, discussed
below.

The first requirement relates to the type of property the
corporation must have. In the original 2014 tax reform ver-
sion of the qualified manufacturer law, a relatively broad list
of property could qualify — basically all real or personal
property that was eligible property for investment tax credit
purposes as described in N.Y. Tax Law section 210-B.1.
However, the 2015 legislation limits that list to the small
subset of tangible property (buildings and tangible personal
property) that is eligible for the ITC and is principally used
by the taxpayer in the production of goods by manufactur-
ing, processing, assembling, refining, mining, extracting,
farming, agriculture, horticulture, floriculture, viticulture,
or commercial fishing.7 The other requirements are as fol-
lows:

• the qualifying property must be depreciable under
IRC section 167;

• it must have a useful life of at least four years;

• it must have been acquired by purchase as defined in
IRC section 179(d); and

• the qualifying property must have a situs in New
York.8

The property component of the ‘‘principally engaged in’’
test is applied in the same manner for separate filers as it is
for combined groups of filers. Thus, the combined group
must either have all of its real and personal property located
in New York or have qualifying property with adjusted
federal basis of at least $1 million in New York. Because the
$1 million threshold does not increase based on the number
of corporations included in a combined group, if any one
entity within the group satisfies this requirement on its own,
the entire group will be treated as having satisfied the test.
However, even if no single entity within the group has at
least $1 million in qualifying property, the group can satisfy
the property component on a combined basis.

B. The Alternative Test

A corporation that does not satisfy the ‘‘principally en-
gaged in’’ test may still qualify for the manufacturer incen-
tive if it satisfies an alternative test that looks at the corpo-
ration’s employment and property. This alternative test is
satisfied if the corporation (or combined group of corpora-
tions) employs at least 2,500 employees in manufacturing in
New York and the corporation (or combined group) has
manufacturing property in New York with an adjusted basis
for federal tax purposes of at least $100 million. Neither
manufacturing nor manufacturing property is explicitly de-
fined for purposes of this test (see discussion below).

5See New York State Department of Taxation and Finance, ‘‘Cor-
porate Tax Reform.’’

6The law actually requires that ‘‘more than fifty percent of the gross
receipts of the taxpayer . . . [be] derived from receipts from the sale of
goods produced by such activities.’’ The phrase ‘‘from receipts’’ is likely
a drafting error, although one that is not addressed in the proposed
technical changes.

7N.Y. Tax Law section 210-B.1(1)(b)(i)(A).
8N.Y. Tax Law section 210-B.1(1)(b)(i).
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C. My Company Manufactures Goods, but We Do All
of Our Manufacturing Outside New York. Can We
Qualify?

As enacted in the 2014 tax law, the ‘‘principally engaged
in’’ test may have allowed a corporation to qualify as a
qualified manufacturer even if did not perform any manu-
facturing in New York. This is because the property require-
ment cross-referenced a broad definition of manufacturing
property, which included research and development prop-
erty. In other words, based on the text of the 2014 tax law, a
corporation could have satisfied the property component by
having at least $1 million of qualifying research and devel-
opment property in New York.9 However, the 2015 legisla-
tion limits the types of property that can qualify and thus
limits availability of the benefit to corporations with suffi-
cient property used in actual manufacturing in New York.

Similarly, the alternative test requires that there be manu-
facturing activities conducted in New York. So no, a corpo-
ration that performs 100 percent of its manufacturing out-
side New York cannot satisfy either the ‘‘principally engaged
in’’ or alternative tests.

D. What Does ‘Manufacturing’ Mean? Does It Have
the Same Meaning for the ‘Principally Engaged in’ Test
as It Does for the Alternative Test?

The tax law does not expressly define manufacturing in
the qualified manufacturer provisions. However, it does
define the term in the ITC provisions, and several other
cross-references to the ITC provisions suggest that the ITC
definition of manufacturing will control. The ITC defini-
tion of manufacturing is ‘‘the process of working raw mate-
rials into wares suitable for use or which gives new shapes,
new quality or new combinations to matter which already
has gone through some artificial process by the use of
machinery, tools, appliances and other similar equip-
ment.’’10 That definition is consistent with several standard
dictionary definitions of the term.11

On the other hand, an early version of the 2014 tax law
included the ITC definition in the general definitions sec-
tion of Tax Law section 208 and all of the qualified manu-
facturer provisions cross-referenced that definition.12 Ulti-
mately, the definition was removed from Tax Law section
208 in the final adopted version.13 That the State Legislature
considered using this definition but then removed it from

the universal definitions section could mean that the Legis-
lature did not want to use a universally applicable definition
of manufacturing.

In fact, when used in the alternative test provisions, the
tax law does not even include a cross-reference to the ITC
provisions. Does the term ‘‘manufacturing’’ have a different
meaning in the alternative test than in the narrow ITC
provisions?

Hopefully, yes. A manufacturer is one that is ‘‘principally
engaged in the production of goods by manufacturing,
processing, assembling, refining, mining, extracting, farm-
ing, agriculture, horticulture, floriculture, viticulture or
commercial fishing.’’14 This is a broader set of activities than
merely manufacturing. The lack of a cross-reference to the
ITC definition, the rejection of a universal definition, and
the broad definition of the term ‘‘manufacturer’’ strongly
support the conclusion that at a minimum, the term ‘‘manu-
facturing’’ for purposes of the alternative test should include
this broader activity list. Thus, it would be reasonable to use
this broader definition, absent any specific future guidance
to the contrary.

E. What if My Company Hires a Third-Party Custom
Manufacturer to Produce the Goods We Sell (or to
Print the Advertising on Goods We Will Sell)?

The receipts component of the ‘‘principally engaged in’’
test does not explicitly require that the taxpayer actually
produce the goods it sells. Under the 2014 tax law, a
taxpayer shall be considered a manufacturer if it derives
‘‘more than fifty percent of the gross receipts . . . from the
sale of goods produced by . . . such activities,’’ meaning
manufacturing, processing, assembling, and so forth. In
effect, a seller is deemed to be a manufacturer by selling a
sufficient amount of manufactured goods.

So could a retailer that does not produce any goods itself
actually qualify as a manufacturer? TSB-M-15(3)C explic-
itly states that a corporation that hires a custom manufac-
turer to produce the goods it sells will not qualify even
though the custom manufacturer itself may.

Of course, TSB-M-15(3)C is not binding as law, and it
should be noted that the department has previously treated
a company as engaged in manufacturing (for ITC purposes)
when a third-party contract manufacturer manufactured
goods to the designer’s specifications but the designer per-
formed some required quality control on the otherwise
finished goods.15 Although the designer did not physically
manufacture the goods, the quality control testing was
considered to be a part of the manufacturing process, and
therefore the property used qualified for ITC purposes.

A position could therefore be taken — contrary to TSB-
M-15(3)C — that custom manufacturing is sufficient, at
least when the seller performs some quality control or other

9The receipts portion of the test does not take into account where
manufacturing is performed.

10Tax Law section 210-B.1(1)(b)(ii)(A).
11Merriam-Webster’s Dictionary defines manufacture as (1) some-

thing made from raw materials by hand or by machinery; (2)(a) the
process of making wares by hand or by machinery especially when
carried on systematically with division of labor; (b) a productive
industry using mechanical power and machinery; (3) the act or process
of producing something.

12A A08559A.
13A A08559D.

14N.Y. Tax Law section 210.1(a)(vi).
15Std. Microsystems Corp., TSB-A-04(10)C (May 24, 2004).
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final step before making sales. Of course, the Department of
Taxation and Finance would likely disagree with this posi-
tion and challenge it.

F. A Separate Filer Can Qualify for the Manufacturer
Incentives, and an Entire Combined Group Can
Qualify. Can a Single Member of a Combined Group
Qualify on Its Own?

A stand-alone separate filing corporation can qualify for
the manufacturing incentives. Similarly, a combined group
can qualify — and enjoy the 0 percent business income tax
rate and capital tax base preferential rate and $350,000 cap
(plus the Metropolitan Transit Authority surcharge) — if
the combined group meets the qualification requirements
when viewed as one entity (with intercompany transactions
eliminated). These two categories of qualifiers are expressly
described in the tax law. But what about a third category —
an individual corporation included in a combined group
return in which the individual corporation meets the ‘‘prin-
cipally engaged in’’ test on a stand-alone basis but the
combined group as a whole does not meet the test?16

Under the 2014 tax law as enacted, one could take the
position that such a corporation should be able to qualify,
enjoying the 0 percent rate on the corporation’s own in-
come, while the rest of the group would not qualify and
would compute the balance of the group’s tax liability under
standard provisions.17 However, both the 2015 legislation

and TSB-M-15(3)C reflect the position that there are only
two types of qualifiers: stand-alone corporations that are not
included in a combined report and combined groups in
which the entire group satisfies one of the qualifying tests.

This makes the new election to file a combined report for
the entire commonly owned group18 a more important
consideration than if no entities engaged in manufacturing.
By making the election, a corporation that would have
qualified as a separate filer will lose qualification as part of a
nonqualifying group.

G. What if the Qualified Manufacturer Incentive Is
Determined to Be Unconstitutional?

Imagine two identical manufacturers producing identical
products and selling them to the same New York customers.
One has its manufacturing facilities in New York and the
other in New Jersey. The New York manufacturer enjoys the
many qualified manufacturer benefits, while the New Jersey
manufacturer does not. Will the New Jersey manufacturer
challenge the constitutionality of the incentive in hopes of
receiving the same beneficial treatment (or in hopes of
quashing a perceived competitive advantage granted to the
New York manufacturer)? Has the commerce clause even
been implicated?

If a court determines that a tax incentive is unconstitu-
tional, there are two remedies: expand the incentive so it is
available to everyone or remove the incentive so it is unavail-
able to all (often retroactively). Here, the Legislature antici-
pated a possible constitutional challenge and adopted the
equivalent of a poison pill: If the qualified manufacturer
provisions are deemed unconstitutional, the reduced tax
rates are taken away from everyone.

This poison pill has at least two effects. First, it protects
New York’s budget because expanding the benefits to all
manufacturers, regardless of New York activities, would
have a devastating fiscal impact. Second, it discourages other
taxpayers from challenging the incentives in the first place,
because doing so will not create a direct economic benefit
for the challenger.19

16Specifically, a scenario in which an individual corporation meets
the 50 percent gross receipts component of the principally engaged in
test but the combined group would not meet it. If an individual
corporation met the alternative test, the entire group would qualify.

17To reach this conclusion, the qualified manufacturer provisions,
the 2014 tax law definitions, and the combined reporting provisions
must be examined together. First, the manufacturer incentives apply to
a taxpayer. The term ‘‘taxpayer’’ here is defined as a single corporation
subject to franchise tax. (Tax Law section 208.2 (2014).) The term
‘‘corporation’’ is also defined as a single entity. (Tax Law section 208.1
(2014).) The combined reporting provisions indicate that ‘‘in comput-
ing the tax bases for a combined report, the combined group shall
generally be treated as a single corporation.’’ However, the provisions
further indicate that the combined group is not treated as a single
corporation where ‘‘otherwise provided’’ in the tax law. (Tax Law
section 210-C.4(a) (2014).) The issue then becomes whether the
‘‘otherwise provided’’ language is triggered, thereby establishing that
the combined group need not be exclusively viewed as a whole. The
mere fact that the manufacturer provisions provide separate rules for
combined group qualifications indicates that the general requirement
that the combined group be treated as a single corporation should not
apply. But even better support is found in Tax Law section 210-C.4(c),
regarding qualification for credits. That provision states unequivocally
that credits ‘‘shall be determined separately for each of the members of
the combined group, and shall not be determined on a combined
group basis, except as otherwise provided.’’ Although the 0 percent
business income tax rate and the capital base rate and cap are not
themselves credits, qualified manufacturers are also entitled to a real
property tax credit under Tax Law section 210-C.43. That provision
applies to manufacturers as determined under the business income
base provisions.

Thus, because the same corporations that qualify for the 0 percent
tax rate will qualify for the real property tax credit and credit eligibility
‘‘shall be determined separate for each of the members of the combined
group,’’ there could have arguably been a third category of qualified
manufacturers: those that qualify on a stand-alone basis but are in-
cluded in a combined group that itself does not qualify. The business
income and capital of the stand-alone entities would have received
beneficial treatment while the business income and capital of other
members of the combined group would not.

18For additional considerations related to the common ownership
election, see Robinson and Marc A. Simonetti, ‘‘6 New York Tax
Reform Decisions to Make in 2015,’’ State Tax Notes, Feb. 9, 2015, p.
329.

19Of course, some may assert that having a constitutionally appro-
priate tax regime is a benefit in and of itself. See Cutler v. Franchise Tax
Bd., 177 Cal. Rptr. 3d 291, 295 (Cal. Ct. App. 2014), review denied
(Nov. 25, 2014).
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Although the risk of a challenge is difficult to assess, the
harm of a successful challenge is measurable: total loss of the
incentive, including for prior years for which the three-year
statute of limitations period for assessment remains open.
Many corporations struggle with how to account for the
incentive — and the likelihood of potential loss — for
financial accounting purposes.

H. The Department of Taxation and Finance Will
Confirm My Eligibility if I Ask, Right?

Wrong. While the department generally encourages
companies to seek advisory opinions — in fact, some New
York state officials have suggested that seeking an advisory
opinion provides some relief against a subsequent False
Claims Act action — TSB-M-15(3)C indicates that the
department will not issue advisory opinions regarding eligi-
bility for the qualified manufacturer incentives.This is really
unfortunate, given the tremendous benefits of qualifying
but the sparse guidance on how to qualify.

IV. Conclusion

Most companies with some manufacturing activities in
New York should consider whether they meet the qualified
manufacturer requirements, under either (or both) the
‘‘principally engaged in’’ test or the alternative test. While
the requirements appear restrictive, the benefits are so sig-
nificant as to warrant serious consideration of whether
reasonable arguments can be made related to qualification.

Because the Department of Taxation and Finance will
not confirm a company’s eligibility via an advisory opinion
or letter ruling, companies should carefully document their
qualification, creating and retaining a separate file (or e-file).
For example, a company asserting that it qualifies under the
‘‘principally engaged in’’ test should retain support for the
50 percent gross receipts test. The support should do more
than merely show the 50 percent computation itself. The
support should demonstrate that the receipts in the numera-
tor of the computation really were from sales of goods
produced by the company’s manufacturing activities. Simi-
larly, that taxpayer would want to retain support for satisfy-
ing the property test. A taxpayer relying on the alternative
test would want to retain documentation regarding its em-
ployee headcount — and their job responsibilities, to show
that they were engaged in manufacturing — and would
want to retain documentation regarding the property com-
ponent of the test. ✰
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The voodoo economics of Tennessee’s ‘balanced’
budget (State Tax Notes)

Brett R. Carter kicks off Bradley Arant Boult Cum-
mings LLP’s first column, From the SALT Minds,
with a discussion on Tennessee’s ‘‘dirty little secret’’
used every year to meet Tennessee’s constitutional
obligation to ‘‘balance’’ the state budget, as well as
the policy concerns behind this tactic.

Taxation of corporate partners under New York
state tax reform (State Tax Notes)

Michael Zargari and Brian Rebhun with Price-
waterhouseCoopers LLP issue a special report in
response to New York state’s legislation that issued a
major overhaul of the corporate franchise tax under
Article 9-A of the Tax Law by codifying certain
corporate partner nexus rules and raising issues such
as whether the economic nexus provisions are to be
applied at the corporate partner or the partnership
level, whether partnership filing and withholding
obligations have been affected, and whether the
separate accounting election may still be used.

Portugal: Arbitration tribunals or tax judicial
courts? (Tax Notes International)

With the introduction in 2011 of an innovative tax
arbitration system, taxpayers in Portugal can now
choose to take their cases to the traditional tax
judicial courts or to the tax arbitration tribunals.
Francisco de Sousa da Câmara looks at the pros and
cons of each system.

Sovereign wealth funds (Tax Notes International)
Jack Bernstein surveys how Canada, the United
Kingdom, and the United States treat sovereign
wealth funds for tax purposes.

Dynamic scoring — Some unanswered questions
(Tax Notes)

James W. Wetzler discusses Congress’s incorpora-
tion of dynamic scoring into its budget process and
argues that its impact will depend on how it is
implemented.

Material participation by trusts and estates
(Tax Notes)

Donald T. Williamson analyzes what constitutes
material participation by a trust or estate for pur-
poses of the passive activity loss rules and suggests
an administrable standard for regulations under
section 469.
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New York City Addendum to “A Complete Guide to New York’s New Manufacturer 
Incentive” 
By Leah Robinson, Andrew Appleby, and Nicole Boutros  
 
In the April installment of the State Tax Notes column, In a New York Minute, we discussed the 
qualifications for, and benefits of, New York State’s expanded incentives for qualified 
manufacturers. A few days later, New York City’s conformity legislation was signed into law, 
enacting similar incentives for qualified New York manufacturers. However, New York City 
adopted more restrictive qualifications and limited benefits. Most importantly, New York City 
has not extended its benefits to large manufacturing corporations and has not provided any 
capital base benefits. 
 
This addendum discusses the ways in which New York City departs from New York State’s 
treatment, as described in our April State Tax Notes article.   
 
New York City’s Definition of a Qualified New York Manufacturing Corporation 
 
Although New York City extended benefits to qualified New York manufacturing corporations, 
New York City did not adopt the same definition as did New York State. Specifically, New York 
City incorporated a modified version of New York State’s “principally engaged in” test and did 
not include an alternative test based on the taxpayer’s number of employees and property in New 
York State.1  
 
Like New York State, New York City’s “principally engaged in” test has a receipts component 
and a property component. The receipts component is satisfied if, during the taxable year, the 
corporation derives more than 50% of its gross receipts from the sale of goods produced by 
manufacturing activities, excluding intercorporate receipts for combined groups. New York State 
looked to whether 50% or more of gross receipts were from the sale of goods produced by a 
longer list of activities, not just manufacturing.2 
 
New York City provides a specific definition of “manufacturing,” which includes the process: 
(1) of “working raw materials into wares for use”; or (2) “which gives new shapes, new qualities, 
or new combinations to matter which already has gone through some artificial process, by the 
use of machinery, tools, appliances and other similar equipment.” Like New York State, New 

                                                 
1 New York State’s alternative test provides that a manufacturing corporation (or combined group) that does not 
otherwise meet the “principally engaged in” test can still qualify for the 0% tax rate if it employs at least 2,500 
employees in manufacturing in New York and the corporation (or combined group) has manufacturing property 
in New York with an adjusted basis for federal tax purposes of at least $100 million. 
2 New York State defines “principally engaged in” as deriving over 50% of gross receipts from the sale of goods 
produced by “manufacturing, processing, assembling, refining, mining, extracting, farming, agriculture, horticulture, 
floriculture, viticulture, or commercial fishing.” 
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York City looks to a corporation’s activities in all of New York State, rather than just in New 
York City, to analyze its qualifying activities.  
 
The property component of the “principally engaged in” test is satisfied if: (1) at the end of the 
taxable year, the adjusted basis of the corporation’s property for federal income tax purposes is 
$1 million or more; or (2) over 50% of the corporation’s real or personal property is in New 
York State. The second method is a lower threshold than New York State, where the second 
method requires 100% of the corporation’s real and personal property to be in the State. 
 
New York City Qualified Manufacturer Benefits 
 
While New York State provides a 0% business income tax rate for qualified manufacturers and 
limits their capital base tax to $350,000,3 New York City merely provides lower business income 
tax rates for some—but not all—qualifying manufacturers. 
 
The beneficial New York City business income tax rates vary based on either a taxpayer’s 
apportioned and unapportioned business income. Keep in mind that the general corporation 
business income tax rate is 8.85% of apportioned income. 
 
 Have Unapportioned Business Income of At Least $20 Million? Benefits Phase Out 
 
To determine a manufacturer’s business income tax rate, one should start by analyzing the 
corporation’s unapportioned business income. In other words, the amount of business income, 
after deductions and addbacks, but before apportionment. If the manufacturer’s unapportioned 
business income is $40 million or more, the manufacturer will remain subject to the City’s 
standard rate of 8.85%. This appears to be the result even if the manufacturer’s apportioned 
business income falls into a qualifying bracket. 
 
If the manufacturer’s unapportioned business income is $20 million or more, but less than 
$40 million, the manufacturer will enjoy a reduced tax rate, but perhaps not all that reduced. The 
rate is 4.425% plus 4.425% multiplied by a fraction, the numerator of which is business income 
before apportionment minus 20 million, and the denominator of which is 20 million.  
 
If a manufacturer’s unapportioned business income is less than $20 million, the available rate 
depends on the amount of the manufacturer’s apportioned business income. 
 
 Have Unapportioned Business Income Below $20 Million? Benefits Vary 
 
For manufacturers with $10 million or more (but less than $20 million) of apportioned business 
income, the tax rate is 4.425% plus 4.425% multiplied by a fraction, the numerator of which is 
apportioned business income minus 10 million, and the denominator of which is 10 million. For 
manufacturers with less than $10 million in apportioned business income, the tax rate is 4.425%.  

                                                 
3 New York State qualified manufacturers are still subject to the Metropolitan Transit Authority (MTA) surcharge. 
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While this tiered methodology seems designed to ensure that only small and mid-sized New 
York manufacturing corporations receive the benefit, the different formulas based on 
unapportioned and apportioned income brackets appear to create some interesting rate 
disparities. It appears that a manufacturer with $20,000,001 in business income may compute a 
significantly lower rate than a manufacturer with $19,999,999 in business income.4 We 
understand that the City’s intention is that a manufacturer apply the various unallocated and 
allocated rules and use the highest rate computed under the various rules, but that result is not 
entirely clear. 
 
Conclusion 
 
New York manufacturers should note the differences between New York State’s and New York 
City’s qualified New York manufacturer incentives. Because of the differences, some 
manufacturing corporations may qualify for one and not the other.  

                                                 
4 So long as, for example, the taxpayer with $19,999,999 in apportioned income did not have more than $20,000,000 
in unapportioned income, which could be the case if the company’s New York City apportionment were 100%. 


	InaNewYorkMinute-ACompleteGuidetoNewYork_sNewManufacturerIncentives
	New-York-City-Addendum-to-A-Complete-Guide-to-New Yorks-New-Manufacturer-Incentive



