July 1, 2009

Dear Client,

As an individual with self-employment income, you should be aware of a new tax that may affect you. Self employed individuals engaging or conducting business, who have net self-employment earnings beginning or after January 1, 2009, of greater than $10,000 per year, allocated to the Metropolitan Commuter Transportation District (MCTD), are subject to the new Metropolitan Commuter Transportation Mobility Tax (MCTMT).
The Metropolitan Commuter Transportation District (MCTD) includes New York City (the counties of New York (Manhattan), Bronx, Kings (Brooklyn), Queens, and Richmond (Staten Island)), and the counties of Rockland, Nassau, Orange, Putnam, Dutchess, and Westchester. 

Individuals, including partners in partnerships and members of LLC’s treated as partnerships, who will owe ANY MCTMT for the tax year, must make estimated tax payments to avoid penalties. You may pay all your estimated MCTMT tax with the first payment or make it in four equal payments. 

If you meet the 2009 income requirements, then you are required to make quarterly estimated payments beginning November 2, 2009. 

The MCTMT due dates for each quarter are as follows:

Quarter



Due Date

January 1 to March 31


April 30

April 1 to June 30


July 31

July 1 to September 30

October 31

October 1 to December 31

January 31

(For 2009, the first payment defaults to November 2nd, 2009, because October 31, 2009 falls on a Saturday). When the due date falls on a Saturday, Sunday, or legal holiday, the payment is due on the next business day.

If you do business in the MCTD, and in other locations, you will need to allocate the portion of your income earned in the MCTD.

The amount of tax due is .34% of your net earnings from self-employment (earned in the MCTD).
The estimated MCTMT payments cannot be combined with any estimated New York State personal income tax payments you may be required to make.

Calculating the tax
The MCTMT is imposed on an individual’s net earnings from self-employment allocated to the MCTD if those earnings are more than $10,000 for the tax year 2009. For 2009 the tax will be computed using ten-twelfths of the total net earnings from self-employment allocated to the MCTD. If you are subject to the MCTMT for 2009, the initial estimated payment is due November 2, 2009 and is to be calculated using the following formula:
Step 1. Estimate your 2009 net earnings from self-employment allocated to the MCTD.

Step 2. Divide the amount from Step 1 by 12.

Step 3. Multiply the result from Step 2 by 10.

Step 4. Multiply the result from Step 3 by .34% (.0034)

Step 5. Multiply the result form Step 4 by 75% (.75). The result of this step is the amount of the initial estimated payment.

There will be no penalty for an underpayment of estimated tax for periods prior to October 31, 2009, provided the individual includes the total estimated tax due for the period January 1, 2009, through September 30, 2009, in the October 31 (November 2) payment. There may be a need to make another payment by January 31, 2010.
Annual MCTMT reconciliation
For those individuals who have net earnings from self-employment, a new separate tax return must be filed annually to reconcile your MCTMT estimated payments. The reconciliation return is due on before the 30th day of the fourth month following the close of the tax year. (For calendar-year taxpayers, this will be April 30th.) When the due date falls on Saturday, Sunday, or legal holiday, the return may be submitted the next business day. 

The MCTMT reconciliation return must indicate the actual amount of the MCTMT due for the tax year and the estimated payments made during the year. Any additional MCTMT due must be remitted with the reconciliation return.

Any overpayment of the MCTMT will be refunded or applied to the following tax year. However, the Department will keep all or part of your overpayment (refund) if you owe a New York State, New York City, or Yonkers personal income tax liability; if you owe past-due support  or a past-due legally enforceable debt to the Internal Revenue Service (IRS) or a New York State agency, or to another state; if you defaulted on a governmental education loan, state university, or city university loan; or if you owe a New York City tax warrant judgment debt. 
If an individual with net earnings from self-employment cannot meet the due date for filing the MCTMT reconciliation return, he or she will be able to request an automatic extension of time to submit the reconciliation return. However, an extension of time to submit the MCTMT reconciliation return does not extend the time to pay; full payment of any balance due must be made with the request for extension.

Note: If an individual with net earnings from self-employment also has employees, the individual may also be subject to the MCTMT on his or her payroll expense for covered employees.

Partnerships and partners

Each partner of a partnership doing business within the MCTD is subject to the MCTMT based on his or her share of the partnership’s net earnings from self-employment allocated to the MCTD if his or her net earnings allocated to the MCTD is more than $10,000 for the tax year. Partnerships must provide the partner with the information necessary for each partner to calculate the amount of MCTMT due. 
Group returns for partnerships

As an alternative to each partner making estimated MCTMT tax payments and filing separate reconciliation returns, a partnership that meets certain conditions may file one group reconciliation return on behalf of its partners who elect to participate in the group return. A partnership that chooses to file a group reconciliation return must also make group estimated tax payments on behalf of the electing partners. Further information regarding group returns will be made available on the Tax Department Web site (www.nystax.gov) as it is developed. 
Penalties and interest

As with personal income tax, there are penalties for underpayment of estimated tax, late filing penalties, and late payment penalties. Interest will be charged on any MCTMT that is not remitted on or before the payment due date.  
Forms and instructions

Although forms and line instructions are not yet available from the New York State Department of Taxation and Finance, we are closely following developments related to the MCTMT. We wanted to inform you of this new tax so you can make your first estimated payment timely or provide us with the information to calculate the first estimate. If you have any questions, please do not hesitate to contact us. 

Sincerely,

D’Arcangelo & Co., LLP
