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Puerto Rico Tax Legislation Still a Threat 
H.B. 1073, also known as the Tax Burden Adjustment and Redistribution Act, appears to be dead, but House and Senate 
leaders in Puerto Rico are urgently asking for alternative revenue-raisers. Failure to come up with sufficient new revenue 
(almost $1.5 billion is needed) may force the governor and the legislature to revert back to the egregious proposals 
contained in H.B. 1073. 
  
H.B. 1073 originally sought numerous tax increases and changes to increase revenue in an effort fill in the projected 
fiscal year’s budget deficit. The bill would have expanded the sales tax to a number of previously exempt 
transactions. The plan would have included business-to-business transactions, service charges provided by financial 
institutions to businesses, leasing of motor vehicles and the leasing of commercial real estate as taxable via the sales 
tax.   
  
Any new tax bill must be passed and signed into law before the start of the new fiscal year (July 1).  For several years, 
Puerto Rico has issued large amounts of bond debt to finance development, while at the same time cutting some taxes 
and failing to effectively enforce collection of sales and gambling taxes. The result is a large shortfall in projected 
revenue which could trigger a downgraded credit rating and a reduction of state bonds to “junk” status.   
  
ICSC has engaged a local lobbyist and an economic consulting firm to present the retail industry’s case to government 
officials. It is hoped that we can stave off the worst of the new tax proposals even with the rapidly approaching deadline 
of July 1. However, even complete success will not permanently end efforts to impose new taxes on commercial 
enterprises in Puerto Rico. Although the legislature adjourns for August it could come back in September and start the 
process all over again. 
  
DC Living Wage Proposal on Fast Track 
On May 31, the DC Council’s Committee on Consumer and Regulatory Affairs favorably reported the Large Retailer 
Accountability Act (LRAA, Bill B20-62) by a 4-to-1 vote. The LRAA would require any retailer with parent company annual 
sales of more than $1 billion to pay all employees, full- or part-time, working any number of hours, a living wage of at 
least $12.50 per hour. This law’s minimum wage can be increased annually by the Council. 
  
The LRAA currently proposes a four-year compliance period for existing retailers during which the full living wage would 
not apply. There has been some reporting that this compliance period could be shortened by amendment in the full 
Council. In addition, the LRAA would not apply to any retailer with a collective bargaining agreement in place. Ironically, 
none of the unionized retailers in DC (primarily national grocers) currently pay starting wages as high as the proposed 
$12.50 minimum starting wage. 
  
This bill is on a fast track and expected to be voted on as soon as June 18 by the full City Council. If it passes the full DC 
Council, a second reading would take place in early July and then the Mayor would have 10 days to sign or veto the bill. 
If the Mayor should veto the bill, a two-thirds majority is necessary to override the veto. 
  
NLRB Update: Supreme Court challenge to Presidential Appointees 
The U.S. Supreme Court is expected to announce soon whether or not it will grant review in the Noel Canning 
case.  This lower court case overturned decisions by the National Labor Relations Board (NLRB) based upon the 
unconstitutional method used by the President when he tried to make political appointments during a Senate 



recess.  According to Court-watcher “The SCOTUS Blog”: 
  
“The Supreme Court will consider the Obama administration’s case on the President’s power to fill government 
vacancies at its private Conference on June 20, the Court’s electronic docket indicated…The case is National 
Labor Relations Board v. Noel Canning (docket 12-1281).   Noel Canning, a Yakima, Washington, soft drink 
bottling company, has agreed that the Court should review the case — a major test of the Constitution’s grant of 
power to the President to name appointees temporarily to government posts when the Senate is in recess.” 
  
MN: Legislative Wrap-Up 
Minnesota legislators completed their 2013 on May 20. The State faced a roughly $630 million budget deficit but DFL 
majorities raised $2.1 billion in new revenue and proposed nearly $1 billion more. 
 
Sales tax on advertising, accounting, legal and most other business-to-business services did not pass thanks to efforts 
by ICSC and other business allies. But part of the legislature’s package included the extension of the sales tax to 
warehousing, commercial equipment repair services and electronics repair services. 
 
A 2% increase (from 7.85% to 9.85%) in the income tax for married joint filers making more than $250,000 per year was 
passed. The cost of a pack of cigarettes will increase another $1.60 making total taxes per pack $2.83. The liquor 
industry beat back a proposed increase in the alcohol tax.  
 
The “Street Improvement” districts the cities fought hard for, which would have allowed municipal governments to impose 
new property taxes, was not successful, nor was an effort to increase the transit sales tax in the 7-county metro 
area.  Also an effort to expand the sales tax on clothing failed. 
 
NY: Governor Cuomo Unveils Tax-Free NY 
Governor Andrew Cuomo (D) recently unveiled his "Tax-Free NY" proposal, an economic development initiative that 
would transform SUNY campuses and university communities across the state into tax-free areas designed to attract 
start-ups, venture capital, new business, and further investments. If enacted, Tax-Free NY would offer new businesses 
the opportunity to operate tax-free – including no income tax for employees, and no sales, property or business tax – 
while partnering with the higher education institutions in the SUNY system as well as limited opportunities at private 
colleges. All SUNY campuses outside of New York City and designated private colleges upstate would be tax-free. 
Eligible businesses include companies with a relationship to the academic mission of the university and companies 
creating new jobs, including new businesses, out-of-state businesses that relocate to New York and existing businesses 
that expand their New York operations while maintaining their existing jobs. Cuomo is pushing the Legislature to pass 
this proposal before they adjourn this year’s regular session later this month.  
  
TX: Legislative Wrap-Up 
This session was a success for the commercial real estate industry.  Important initiatives that passed include:   
  
        Franchise Tax Relief - HB 500, the franchise tax reform bill, gives a 2.5% across-the-board franchise tax reduction 
for all businesses in 2014 and, if the comptroller certifies that funds are available, a 5% across-the-board franchise tax 
reduction for all businesses in 2015. It also grants all companies a $1 million deduction, instead of the current $1 million 
exemption for small businesses.   
         State Water Implementation Fund - HB 4 establishes the State Water Implementation Fund of Texas (SWIFT) to 
provide financing for projects included in the state water plan. SJR 1, which establishes a constitutionally-dedicated 
water infrastructure fund, will go to the voters on November 5, 2013.  HB 1025, the supplemental appropriations bill, 
includes $2 billion for water infrastructure (contingent on the passage of SJR 1).   
         PACE Bonds - SB 385 is the Property Assessed Clean Energy Act (PACE) bill. It authorizes local governmental 
entities to establish a PACE program allowing the entity to enter into a written contract with the owner of commercial or 
industrial real property to issue bonds, provide long-term loans to property owners, and impose an assessment to repay 
the owner’s financing of a renewable energy system improvement on the owner’s property.   
         State Regulation of Greenhouse Gas Emissions - HB 788 authorizes the Texas Commission on Environmental 
Quality (instead of the federal Environmental Protection Agency) to issue permits, including preconstruction and federal 
operating permits, that include the regulation of greenhouse gas emissions in accordance with federal law.   
         Expedited Permitting - SB 1756 authorizes the Texas Commission on Environmental Quality to adopt a program to 
expedite the processing of permits, amendments, registrations, or variances for applicants for projects that will benefit 
the local or state economy.   
         Theft of Regulated Metal - HB 555 addresses the issue of regulated metal and copper theft by clarifying that failing 
to register as a metal recycling entity and/or failing to report purchases is a Class A misdemeanor offense carrying a fine 
of up to $10,000 and making a second offense a state jail felony.   
         Property Tax Appraisal Reform – HB 585 increases the burden of proof for chief appraisers in a property valuation 



protest involving the valuation of property that was adjudicated in the previous year; and requires a chief appraiser to be 
certified as a registered professional appraiser.  SB 316 makes the optional appeal of Appraisal Review Board 
determinations to the State Office of Administrative Hearings pilot project permanent.  HB 2792 allows for confidential 
Appraisal Review Board hearings.   
             
The success of the commercial real estate industry can also be measured by the issues that did not pass.  The 
commercial real estate industry was successful in defeating bills/amendments that would have:   

 Eliminated the timely filer and prepayment of sales tax discounts.   
 Abolished property taxes and replaced them with increased sales taxes;  
 Lowered the appraisal cap or expanded the homestead exemption, which would have further expanded the de 

facto “split roll” disparity between residential property and commercial/industrial property;  
 Removed a provision in the Property Code providing that all contractor/subcontractor liens attach to the 10% 

construction retainage.  
 Required property owners who take out a construction  loan or financing agreement secured by a lien to deposit 

retainage payments in a construction trust fund account;   
 Established a pilot program in Harris County for “magistrates” to hear property tax appraisal cases; and  
 Established a pilot program in El Paso County mandating sales price disclosure in property tax protest cases 

involving commercial property.    

There were also some disappointments:   

 HB 2775,  which would have eliminated passthrough charges in triple net leases from the franchise tax, did 
not pass.  A provision that would have exempted flowthrough property tax payments from the franchise tax was 
included in HB 500, the omnibus franchise tax reform bill, and made it all the way to conference committee but 
was removed in the final bill.   

  

  

                  

Upcoming State GR Events 
    CA Commercial Real Estate Summit & CBPA Annual Meeting: 11-12 June, 2013; Sacramento, CA 
 
For more information about participation in the ICSC Days at the State Capitols please contact Lorin Alusic, State and 
Local Government Relations, at lalusic@icsc.org. 
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