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Preston Niblack, Director

Fiscal Impact Statement
Preconsidered SLR __: S.6366-A, Padavan, A.11586, Silver
Committee:
State and Federal Legislation 


Title:
 An act to amend the real property tax law, in relation to tax abatement for industrial and commercial work on properties in a city of one million or more persons


Sponsor:
Council Member Baez

Summary of Legislation: This  bill  will add a new Title 2-F to Article 4 of the Real Property Tax Law ("RPTL") to authorize a city with a population of one  million or  more  to  provide  an  abatement  of  real  property taxes for the construction, alteration  or  improvement  of  certain  industrial  or commercial properties in specified areas of New York City (ICAP). This program  would replace the current Industrial and Commercial Incentive Program ("ICIP"),  due  to  sunset  June  30,  2008,  which  primarily provides tax incentives through multi-year tax exemptions.

Section 1 of the bill adds a new Title 2-F to Article 4 of the RPTL to provide  a  tax  incentive  to  owners  of  commercial  and industrial properties in  New  York  City  to  improve  these  properties  or  to construct  new,  modem  buildings  and structures via a multi-year tax abatement. Title 2-F  will  consist  of  Sections  489-aaaaaa  through

489-kkkkkk of the RPTL.

Section 489-aaaaaa provides specific definitions for terms used in the title  and  incorporates  most  of the definitions used in the current ICIP.  However,  as  ICAP  will  not  provide  any  benefits  for  the construction  or  alteration of "utility property", Section 489-aaaaaa adds a definition for that term.  "Utility  property"  is  defined  to include the property and equipment as defined in the RPTL that is used in  the  ordinary  course  of  business  by  a  utility,  and land and buildings owned by a utility, without regard to the classification  of such  property  and  equipment  pursuant  to  S  1802  of the RPTL. In addition, Section 489-aaaaaa adds a definition for  "retail  purposes"

because  in  certain  areas,  a  property  may  be  subject to varying abatement schedules depending on the percentage of the  property  that is dedicated to retail purposes.

"Retail   purposes"   is   defined   as  any  activity  that  consists predominately of (i) the final sale of tangible personal  property  or services  by  a vendor as defined in Section 1101 of the Tax Law. (ii) the sale of services that generally involve the physical  mental,  and or spiritual care of individuals.

In  order  for  the  project  to  qualify  for  a  tax  abatement, the construction work must meet a minimum required expenditure (MRE) equal to thirty percent of the property`s taxable assessed value in the  tax year  with  a  taxable  status  date  immediately  preceding the first building permit, or if no permit  is  required,  the  commencement  of construction. Depending on which abatement is applicable, expenses for certain  types  of  construction  work may not qualify as eligible for inclusion in the MRE.

ICAP also provides an additional tax abatement benefit for  industrial construction  projects  that meet a higher NIRE (forty percent), which will  be  equal  to  specified  percentages  of  the  pre-construction property  taxes  on  the  property.  Finally,  no  tax benefit will be granted pursuant to this title if a property is concurrently receiving an exemption or abatement of real property tax under  any  other  law, with  a  small  number  of  exceptions such as exemptions available to property owned by not-for-profit organizations. 

Section  489-cccccc  describes the requirements an applicant must meet in order to qualify for tax benefits  under  this  title.  First,  the minimum required expenditure must be met no later than four years from the date of issuance of the first building permit or, if no permit was required,  the  commencement  of construction. Section 489-cccccc also sets out "non-permissible uses" under the abatement program. 

Section 489-dddddd describes the  application  process  for  obtaining benefits,   including   application  content,  electronic  filing  and authority for the Department of Finance to establish  fees  to  defray the costs of administering this program.

Section 489-eeeeee describes reporting requirements that the recipient must  meet  throughout  the  benefit  period, including a statement of continuing use that must be filed biennially.

Section 489-ffffff concerns the conversion of properties from one  use to  another.  Where  an  industrial  property  receiving  benefits for industrial  construction  is  not  located  in  a  special  commercial abatement  area  and the property is converted to commercial use, then the property, from the date of such conversion  and  continuing  until the expiration of the benefit period for commercial construction work, may  receive  any  abatement such applicant would have received in the corresponding tax year pursuant to the benefits granted for commercial construction work (unless located in an  exclusion  area).    Where  a property  has  been  granted  benefits  for  commercial, industrial or

renovation  construction  work  and  the  property  is  converted   to residential  property  or converted to use for any restricted activity prior to the  expiration  of  the  benefit  period,  benefits  may  be terminated  or,  if  only a portion of such property is converted, the benefits will be proportionately reduced but continue for the  portion of  the  property  that  continues  to be used for eligible commercial purposes. Where any  property  that  is  converted  is  receiving  the additional  industrial abatement, such additional industrial abatement shall cease from the date of conversion to  commercial  property.  For purposes  of  conversion  of  industrial  or  commercial  property  to residential uses,  the  bill  defines  "property"  to  mean  the  real property contained in an individual tax lot. The bill further sets out ramifications  when  recipients  convert  property not used for retail purposes to uses for retail purposes.

Shortening of Benefit Terms:  Benefits in  Manhattan  south  of  59th Street are currently offered for 12 years. Such generous benefit terms are  unnecessary  to  induce  economic activity in the most successful commercial areas in the country. Reducing the term of the benefit from 12 to 10 years for non-retail commercial activity in  Manhattan  south of  59th Street would save the City millions of dollars per year while not significantly reducing the  economic  activity  generated  by  the program.    To support the continued redevelopment of Lower Manhattan, the area south of Murray  Street  will  retain  the  current  12  year benefit schedule.

Restructuring  of  Inflation Protection: Inflation protection, because it  provides  greater  benefits  far  into  the  future,   is   valued significantly  less  by  developers  than  what  it  costs  the  City. Reducing the cost of this benefit will not significantly decrease  the amount  of economic activity generated by the program but will provide significant savings to the City.

Make Utilities Ineligible: Utilities were initially excluded from ICIP but became eligible after a successful 1994 lawsuit and now receive in excess of 15% of all  benefits.  It  is proposed  that  utilities  be shifted  to  a  discretionary  program  that can provide more narrowly tailored benefits tied to City goals such as clean energy.

Administrative Reforms: A  range  of  other  administrative  proposals offered  herein  will  improve  the  transparency,  predictability and administration of ICIP.

This legislation is further amended by S.8705 and A.11755 that changes the expiration date of this legislation from June 30th 2013 to March 1st 2011. S.8705 and A.11755 also make certain technical corrections to the original legislation covered by this Fiscal Impact statement.
Effective Date: This legislation would take effect July 1, 2008.

Fiscal Year in Which Full Fiscal Impact Anticipated: Fiscal 2008


Fiscal Impact Statement:
	
	Effective FY09
	FY Succeeding 

Effective FY09
	Full Fiscal 

Impact FY18

	Revenues (+)
	$0
	$0
	$0

	Expenditures (-)
	$0
	$0
	$0

	Net
	$0
	$0
	$0


Impact on Revenues: There will be no impact on revenues resulting from the enactment of this legislation since the budget and the financial plan do not contemplate the budget impact of future construction activity. When compared to the existing ICIP program, the administration estimates that the proposed legislation would reduce tax expenditures by approximately $25 million in Fiscal 2010, increasing to approximately $60 million by 2018. Total savings for the Fiscal 2009 to Fiscal 2018 period could reach $350 million.
Impact on Expenditures:
There would be no impact on expenditures as a result of enactment of this legislation.

Source of Funds To Cover Estimated Costs: NA

Source of Information:
New York City Department of Finance 
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