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In brief 

The START-UP NY program was formally launched by New York Governor Andrew M. Cuomo on 

October 22, 2013. The program will create tax-free zones to attract and grow new businesses, and 

incentivize existing businesses, in New York. Through teaming with its resident colleges and universities, 

the START-UP NY program is aimed at developing designated targeted areas located at various 

university and college campuses around the state. Under the START-UP NY program, participating 

businesses, including their owners and employees, will be exempt from New York State tax liabilities for 

a period of time.  

Unique attributes of this program include the absence of a minimum job creation requirement and the 

extension of certain benefits directly to employees. Existing businesses and start-ups considering 

expansion in New York should explore the applicability of this program relating to their new or expanded 

operations. 

 

In detail 

Program benefits 

Introduced by Senate Bill 
S5903, the START-UP NY 
program provides an exemption 
from New York State taxes for 
qualified businesses and their 
employees that locate around 
the state’s colleges, universities, 
and other designated areas of 
the state. 

Companies that are approved to 
participate in the START-UP NY 
will not pay any taxes in New 
York (no income tax; no 
business, corporate state or 
local taxes; no sales tax; no 
property tax; and no franchise 
fees) for 10 years. The specific 
credits and exemptions include:  

 a credit that eliminates 

corporate entity-level 

franchise taxes (Article 9-A) 

and personal income taxes 

(Article 22) related to income 

earned in the tax-free NY 

area by the approved 

business (the exemption is 

provided via a tax-free NY 

area tax elimination credit) 

 an exemption from the 

organization tax imposed 

under Tax Law §180 or the 

license and maintenance fees 

imposed under Tax Law 

§181, whichever is applicable, 

if the business is located 

exclusively in the tax-free NY 

area 

 an exemption from the 

metropolitan commuter 

transportation mobility tax 

(MCTMT) for the payroll 

expense of all covered 

employees attributable to an 

approved business located in 

a tax-free NY area within the 

metropolitan commuter 

transportation district 

(MCTD) 

 an exemption from the 

MCTMT for the net earnings 

from self-employment of an 

individual attributable to an 

approved business owned by 

the individual located in a 

tax-free NY area within the 

MCTD 
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 a credit or refund of New York 

state and local sales and use taxes 

(including the 3/8% tax imposed 

by the state in the MCTD) imposed 

on the sale of tangible personal 

property, utility services, and 

services taxable under Tax Law 

§1105(c) 

 an exemption from state or local 

real estate transfer tax or local real 

property transfer tax on any lease 

of real property located in a tax-

free NY area 

 certain exemptions from real 

property taxes. 

Employees of participating companies 
will pay no income taxes for the first 
five years. For the second five years, 
employees will pay no taxes on income 
up to $200,000 of wages for 
individuals, $250,000 for a head of 
household, and $300,000 for 
taxpayers filing a joint return. 

The state has limited the number of 
net new jobs eligible for personal 
income tax benefits to 10,000 new 
jobs per year. 

Program eligibility 

A goal of the START-UP NY program 
is to better align businesses with the 
campus, college, or university 
sponsoring the tax-free community, 
with the intent to further the academic 
mission of the school and yield 
positive community and economic 
benefits. Every business must create 
and maintain net new jobs in order to 
participate and satisfy the following 
criteria:  

 be a new start-up company 

 be a company from out-of-state 

that is relocating to New York 

State; or  

 be the expansion of an existing 

New York State company that is 

creating net new jobs. 

START-UP NY is open to all two- and 
four-year, not-for-profit educational 
institutions chartered in the State of 
New York. Eligibility rules differ based 
on the type of institution, the location 
of the tax-free area (e.g., within New 
York City and its neighboring counties 
vs. upstate New York) and the type of 
eligibility granted (e.g., on-campus 
space, off-campus space, a designated 
state incubator, or a designated state 
asset). In addition, New York State 
start-ups that ‘hatch’ from New York 
State incubators will be eligible to 
enter tax-free communities and be 
eligible for benefits under the 
program.  

Certain types of businesses are 
excluded from the program, including 
retail and wholesale businesses, 
restaurants and hospitality, 
professional practices like law firms 
and medical practices, and energy 
production and distribution 
companies.  

Program administration 

Companies will be eligible to enter 
into the program until December 31, 
2020. Eligible academic institutions 
are first required to develop a plan 
that will include, among other items, a 
description of the proposed tax-free 
area to be designated and the type of 
companies they are seeking to attract. 
Once this plan is approved, schools 
will be eligible to begin accepting 
applications from companies. Once an 
application is approved by a 
participating school, Empire State 
Development (ESD) will have sixty 
days to review the company’s 
application. Once acceptance is 
granted by ESD, the company will be 
deemed accepted into the START-UP 

NY program and may immediately 
begin operating on the tax-free space. 

Under the START-UP NY program, 
businesses that might compete 
unfairly with other local existing 
businesses outside the tax-free area 
would be ineligible to participate.  

The takeaway 

The state’s initiative under the 
START-UP NY program provides for 
significant tax saving opportunities for 
program participants. Existing 
businesses and start-ups that are 
considering expansion in New York 
should explore the applicability of this 
program relating to their new or 
expanded operations. One particularly 
attractive feature about this program, 
as noted by the state, is that there is 
“no minimum requirement for the 
number of net new jobs that must be 
created.” However, “all participating 
businesses must create jobs to receive 
the program’s benefits.” Also, the 
element of providing tax savings to a 
business’s employees makes it a 
unique and arguably a one-of-a-kind 
economic development program. 

Let’s talk 

For a deeper discussion of how the 
START-UP NY program might affect 
your business, please contact: 

Robert Calafell 
Principal, New York 
+1 (646) 313-7529 
robert.calafell@us.pwc.com 
 

James Pomponi 
Director, New York 
+1 (646) 471-7801 
james.pomponi@us.pwc.com 
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