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TITLE:
A Local Law to amend the administrative code of the city of New York, in relation to the review and evaluation of economic development tax expenditures, and to repeal chapter 29 of such code, relating to the establishment of the tax study commission
ADMINISTRATIVE CODE:
Amends chapter 29 of title 11 of the administrative code of the city of New York by repealing the existing chapter 29 and adding a new chapter 29 

INTRODUCTION


On January 18, 2017, the Committee on Finance, chaired by Council Member Julissa Ferreras-Copeland, will hold a second hearing on Proposed Int. No. 1281-A, introduced by Council Member Ferreras-Copeland, A local law to amend the administrative code of the city of New York, in relation to the review and evaluation of economic development tax expenditures, and to repeal chapter 29 of such code, relating to the establishment of the tax study commission. This legislation was first heard as a pre-considered introduction on September 22, 2016. At that hearing, the Committee heard testimony from the New York City Department of Finance (DOF), the New York City Economic Development Corporation (EDC), the New York City Independent Budget Office (IBO), the Service Employees International Union Local 32B, the Fiscal Policy Institute, and the Partnership for New York City. The legislation was introduced to the full Council on September 28, 2016, and was subsequently amended after introduction. 
BACKGROUND

The City uses tax expenditures (also known as tax breaks) for several purposes, such as supporting charities, education, housing investment, and assisting low-income families. Additionally, the City’s tax expenditures are used to promote economic development through encouraging investment in commercial real estate, creating jobs, and promoting investment in equipment and training.

While tax expenditures can often be a valuable tool of achieving these varied goals, they represent a significant commitment of City resources. In Fiscal Year 2016, the City’s tax expenditures totaled $7.7 billion.
 Approximately $2.8 billion of these were economic development tax expenditures.
 Economic development tax expenditures include the Industrial and Commercial Incentive (ICIP) and Industrial and Commercial Abatement (ICAP) programs, major league sports facilities, the commercial expansion program, Industrial Development Agency (IDA) programs, industrial incentive projects, the Chrysler Building, Madison Square Garden, and several others.
 Unlike the majority of the City’s expenditures, which are reviewed and allocated annually as part of the budget process, tax expenditures frequently are given multiyear authorizations.
 This provides less control over how these funds are spent. Furthermore, while agencies administering the tax expenditures are responsible for applying the law to such spending, they are not responsible for whether or not the specific program achieves its goals.
 Thus, this leaves a gap in oversight, as “there is currently no systematic way to review and understand the effectiveness and impact of the City’s economic development tax expenditures.”
 

The New York City Task Force on Economic Development Tax Expenditures (the “Task Force”) was created by the City Council to explore how the Council could improve its oversight responsibility of the City’s nearly $2.8 billion in economic development tax expenditures.
 With an eye towards fiscal responsibility, the Task Force set out to recommend a systematic process for evaluations of economic development tax expenditures to help the public and lawmakers better understand the impacts of these tax breaks.
 Proposed Int. 1281-A embodies the recommendations of the Task Force for such a process.
Further details regarding these recommendations, the process by which they were developed and additional information on the review and evaluation of economic development tax expenditures that will be systematized by the Proposed Int. No. 1281-A are set forth in the Task Force’s final report entitled “Evaluating Economic Development Tax Expenditures,” which is attached to the Committee Report for the September 22, 2016 hearing. 

PROPOSED INT. NO. 1281-A

Section 1 of Proposed Int. No. 1281-A repeals Chapter 29 of Title 11 of the Administrative Code (the Code), relating to the establishment of the Tax Study Commission.

Section 2 of Proposed Int. No. 1281-A adds a new Chapter 29 to Title 11 of the Code, titled “Tax Expenditure Evaluation.” It also adds new Section 11-2901, titled “Economic development tax expenditure evaluation.” Subdivision a of new Section 11-2901 would define the term “economic development tax expenditure” as including, but not being limited to, any exclusion, exemption, abatement, credit or other benefit allowed against city tax liability that induces behavior related to producing business income or investment income. It also would establish that the term “evaluator” in the section means the Independent Budget Office (IBO). 

Subdivision b of new Section 11-2901 governs the evaluation process. Subdivision(b)(1) requires the IBO, to the extent practicable based on its resources, to review and evaluate economic development tax expenditures that are identified by the Council in collaboration with the IBO. The review and evaluation would be conducted in accordance with a schedule that the Council, in collaboration with the IBO, sets annually. 

Subdivision (b)(1) would require City agencies (as required by Section 259(c) of the New York City Charter
), including the Department of Finance and the Economic Development Corporation, to provide the IBO with the information, data, estimates, and statistics that the IBO determines is necessary for it to conduct its review and evaluation. Furthermore, it would establish that when an agency or entity does not disclose records, information, data, estimates, or statistics to the IBO, it must provide a written explanation to the IBO Director and the Speaker of the Council discussing why the request was denied and citing to the specific law that would prohibit the disclosure. 


Subdivision (b)(3) requires the IBO to submit to the Speaker of the Council, and post on its website for public access, a report regarding each economic development tax expenditure reviewed and evaluated in accordance with the schedule set forth by the Council. The report (to the extent practicable) must include, but not be limited to:
· A description of the economic development tax expenditure that was reviewed and evaluated;

· The data considered and the methodology and assumptions used in conducting the review and evaluation;

· An analysis of the effectiveness of the economic development tax expenditure, and whether it is achieving the goals that are defined in the legislation that created the expenditure, or the goals as defined by the Council and the IBO;

· Whether, and to what extent, the goals of the economic development tax expenditure are still relevant (including whether and how the goals align with current economic development policy goals);

· Recommendations for future evaluations of the economic development tax expenditure, including whether alternative methods of data collection would allow for better analysis; and
· Any other information that may be requested by the Council or that the IBO deems relevant to the report.
Section 3 of Proposed Int. No. 1281-A establishes that the local law takes effect immediately.
	Proposed Int. No. 1281-A
 
By Council Members Ferreras-Copeland, Garodnick, Lander and Kallos
 
A Local Law to amend the administrative code of the city of New York, in relation to the review and evaluation of economic development tax expenditures, and to repeal chapter 29 of title 11 of such code, relating to the establishment of the tax study commission
 
Be it enacted by the Council as follows:
Section 1. Chapter 29 of title 11 of the administrative code of the city of New York is REPEALED.
§ 2. Title 11 of the administrative code of the city of New York is amended by adding a new chapter 29 to read as follows:
Chapter 29
TAX EXPENDITURE EVALUATION
§ 11-2901 Economic development tax expenditure evaluation.
a. Definitions. For the purposes of this section only, the following definitions shall apply:
Economic development tax expenditure. The term “economic development tax expenditure” shall include, but not be limited to, any exclusion, exemption, abatement, credit or other benefit allowed against city tax liability that induces behavior related to producing business income or investment income.
Evaluator. The term “evaluator” shall mean the independent budget office.
b. Evaluation.
1.  The evaluator shall, to the extent practicable based on the evaluator’s resources, review and evaluate economic development tax expenditures identified by the council in collaboration with the evaluator. Such review and evaluation shall be conducted in accordance with a schedule set forth annually by the council in collaboration with the evaluator.
2. City agencies, including the department of finance and any entities under contract with the department of small business services to provide or administer economic development benefits on behalf of the city, shall, as required of city agencies under subdivision c of section 259 of the charter, provide the evaluator with such information, data, estimates and statistics as the evaluator determines to be necessary for the evaluator to conduct its review and evaluation. Whenever an agency or entity does not disclose records, information, data, estimates or statistics to the evaluator, it shall provide a written explanation to the director and the speaker of the council for the reason of such denial and include a citation to the specific law that prohibits such disclosure.
3.  In accordance with the schedule set forth pursuant to paragraph 1 of subdivision b of this section, the evaluator shall submit a report to the speaker of the council regarding each economic development tax expenditure reviewed and evaluated. Such report, to the extent practicable, shall include, but need not be limited to:
(a) a description of the economic development tax expenditure reviewed and evaluated;
(b) the data considered and the methodology and assumptions used in conducting such review and evaluation;
(c) an analysis of the effectiveness of such economic development tax expenditure and whether it is achieving its goals, as such goals are defined in the legislation creating such economic development tax expenditure or as such goals are defined by the council in collaboration with the evaluator;
(d) whether and to what extent the goals of such economic development tax expenditure are still relevant, including whether and how such goals align with current economic development policy goals;
(e) recommendations for future evaluations of such economic development tax expenditure, including whether alternative methods of data collection would allow for better analysis; and
(f) such other information as may be requested by the council or that the evaluator deems relevant to such report.
Upon submission to the speaker of the council, the evaluator shall make each such report publicly available on its website.
§ 3. This local law takes effect immediately.
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� Section 259(c) establishes, in part, that “The [IBO] director shall be authorized to secure such information, data, estimates and statistics from the agencies of the city as the director determines to be necessary for the performance of the functions and duties of the office, and such agencies shall provide such information, to the extent that it is available, in a timely fashion.” N.Y.C. Charter §259(c)
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