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New York City Budget Plan Would Pare Back Business
Tax Credit
Posted on May 14, 2026

By Emily Hollingsworth

New York City’s recently released budget proposes to reduce unincorporated business tax (UBT)
credits for higher-income taxpayers and end the state's practice of using a portion of the city's sales
tax collections to fund distressed hospitals in the state.

Mayor Zohran Mamdani (D) announced the $124.7 billion executive budget plan on May 12, shortly
after confirming that a boost in funding from the state would close the city’s projected two-year
budget gap of $5.4 billion. The funding agreement also rendered moot prior proposals to increase
property taxes and draw down from the city’s rainy day reserve funding.

Nicholas Montorio of EisnerAmper’s Eisner Advisory Group LLC observed that the pied-à-terre tax
announced by Mamdani and Gov. Kathy Hochul (D) last month and the mayor's proposed UBT credit
limitation have the potential to affect nonresidents and residents, respectively.

Montorio told Tax Notes May 13 that it will be up to taxpayers to determine whether it would be
better for them to be a resident subject to the city's personal income tax and potentially subject to
the UBT credit reduction, or a nonresident who is not subject to the city income tax directly but has a
second home subject to the pied-à-terre surcharge. The surcharge would only apply to secondary
residences worth $5 million or more.

UBT Credit Reduction

The budget proposes to reduce the city’s UBT credit from 23 percent to 15 percent for taxpayers with
income above $142,000.

The UBT is levied at 4 percent on New York City partnerships, limited liability companies, estates, and
trusts with taxable income allocated to the city. City residents who are subject to both the city’s
personal income tax and the UBT can claim a credit for a portion of the UBT they pay.

The New York City Council’s press office confirmed to Tax Notes that the UBT is in the city’s control
and adjusting it doesn’t require authorization by the state.

Tim Noonan of Hodgson Russ LLP told Tax Notes May 13 that he questions the characterization in
Mamdani's budget presentation of the UBT credit as a tax break that overwhelmingly benefits
millionaires.

“It’s not a tax break,” Noonan said. “Instead, it’s a remedy (and only a partial one) for the double-
taxation burden imposed on NYC residents who own unincorporated businesses.”
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Ana Champeny of the Citizens Budget Commission told Tax Notes that in her view, the UBT change is
a “roundabout personal income tax increase.” She said her association is opposed to both the UBT
credit reduction and the pied-à-terre tax, citing concerns about the city’s competitiveness and
existing high combined city and state tax rates.

Montorio said businesses and city residents have historically expressed concern about the UBT credit
limitation, adding that the current 23 percent credit only partially mitigates the double taxation that
New York City residents face when subject to both personal income tax and UBT on the same income.

“It will exacerbate the issue now that the credit is being reduced to 15 percent,” Montorio said.

Revenue Raisers

The controversial surcharge on the second homes of nonresidents is estimated to bring in the bulk of
the city's projected revenue.

According to the budget proposal, the surcharge is estimated to generate $500 million in revenue in
2027, and an average of $500 million annually in 2028 through 2030. The budget plan notes that the
surcharge rate hadn’t been determined as of the time of publication.

Mamdani and Hochul announced their joint support of the pied-à-terre tax in April. Hochul
confirmed that the tax is expected to be incorporated into the upcoming fiscal 2027 state budget.

Noonan said that in his view, the surcharge “remains more concept than code.”

“We still have not seen the text of this proposed tax that is supposedly going to generate $500 million
in extra City tax per year,” Noonan said, adding that unanswered questions about the applicable tax
rates and valuation methods for co-ops and condos mean that practitioners can’t make plans until
the text and regulations regarding the tax have been implemented.

Champeny said there would also be administrative challenges to implementing the pied-à-terre tax,
adding that it’s unclear what effects the tax could have on the development of luxury properties in
the future.

The city budget proposal also includes a request for the state to end its interception of a portion of
city sales tax revenue, which the state uses to support financially distressed hospitals and nursing
home facilities. Ending that practice would return an estimated $150 million to the city in 2026, $150
million in 2027, and $113 million in 2028.

According to the budget plan, the intercept was initially intended to be temporary but has been
extended through March 31, 2028, with $37.5 million in intercepted collections each quarter.

According to the New York City Council’s press office, the state is responsible for ending the
interception of city sales tax revenue. Champeny said Hochul in her 30-day amendments to her
budget, which was released in February, included the proposal to eliminate the sales tax intercept.
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