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	The Council of the City of New York

Finance Division

Preston niblack, Director

Fiscal Impact Statement
Proposed Intro. No:  822-A
Committee: Economic Development


	Title:  A Local Law to amend the administrative code of the city of New York, in relation to tax abatement and tax exemption for industrial and commercial work on properties in the city of New York. 

	Sponsors:  Council Members White, Jr., Comrie, Dickens, James, Stewart, and Weprin  


	Summary of Legislation: On June 23, 2008, the City Council approved State Legislation Resolution No. 127 (SLR 127) and SLR 129 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’s Industrial and Commercial Abatement Program (ICAP). As a result of both pieces of legislation, benefits of Industrial and Commercial Incentive Program (ICIP), ICAP’s predecessor, would not be granted for construction work performed pursuant to building permits issued after July 31, 2008, except that benefits could be received after this date if application for eligibility certificate was received prior to July 1, 2008, and a building permit was issued prior to August 1, 2008.  Int. 822-A would allow New York City to participate in the ICAP program through the implementation of Chapter 119 of the Laws of 2008, which authorizes the City to provide tax abatements for industrial and commercial construction work.  ICAP replaces the ICIP, which sunset on June 30, 2008 and, as of July 1, 2008, is no longer authorized to accept applications.
ICAP is expected to generate significant industrial and commercial development at a lower cost to the City than ICIP.  ICAP offers tax abatements rather than tax exemptions offered under ICIP. The value of the abatement is fixed since it is determined by the initial tax rate and does not get adjusted in future years to reflect changes in the tax rate, thus minimizing the tax expenditure fluctuation seen with ICIP.
Administrative Reforms: A range of other administrative proposals offered herein will improve the transparency, predictability and administration of ICAP. The ICAP program requires the Boundary Commission to meet in 2009, and every five years thereafter, to review “special area” boundaries, which receive a 25-year ICIP benefit for commercial construction.  If the Boundary Commission does not meet for five years, benefits in “special areas” are reduced to the 15-year benefit received in “regular areas” of the city.  
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.



	Limiting benefits for retail space: Non-retail construction and up to 10 percent of the retail construction would be eligible for the 25-year benefit schedule, while the retail space in excess of 10 percent would be eligible for a 15-year benefit. This benefit is further limited to 5 percent for commercial renovation between Murray Street and 59th Street.

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.  ICAP excludes utilities. 


	Effective Date:  This local law would take effect immediately and would be retroactive to and deemed to have been in full force and effect as of July 1, 2008.  
Fiscal Year In Which Full Fiscal Impact Anticipated: 2009


	Fiscal Impact Statement:

Effective FY09
FY Succeeding

Effective FY10
Full Fiscal

Impact FY09
Revenues (+)
$0
$0
$0
Expenditures (-) 

$0
$0
$0
Net

$0
$0
$0


	Impact on Revenues:  There would 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 the enactment of this legislation.   


	Source of Funds To Cover Estimated Costs:
  N/A


	Source of Information:
City Council Finance Division 

                                                New York City Department of Finance
                                                

	Estimate Prepared By:     Ralph P. Hernandez, Legislative Finance Analyst
                                              Nadine Felton, Revenue Assistant Director

                                              Latonia McKinney, Expense Assistant Director

                                              New York City Council Finance Division 


	History:   Introduced by City Council and referred to Committee on Economic Development by Council as Int. 822 on August 14, 2008.  Hearing held by Committee, amended, and laid over as Int. 822-A on September 15, 2008. To be voted on by Committee as Int. 822-A on September 24, 2008.  
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