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	THE COUNCIL OF THE CITY OF NEW YORK
FINANCE DIVISION
LATONIA MCKINNEY, DIRECTOR
FISCAL IMPACT STATEMENT

PROPOSED INTRO. NO: 1321-C

COMMITTEE: Civil Service and Labor 

	TITLE: A Local Law to amend the administrative code of the city of New York, in relation to expanding the prevailing wage law for building service employees at city development projects.
	SPONSORS: Espinal, Cumbo, Salamanca, Brannan, Adams, Moya, Lancman, Kallos, Treyger, Rose, Menchaca, Ampry-Samuel, Levine, Ayala, Grodenchik, Rodriguez, Powers, Van Bramer, Lander, Levin, Eugene, Koslowitz, Miller, Chin, Cabrera, Cohen, Rosenthal, Reynoso, Holden, Gibson, King, Richards, Rivera, Vallone, Maisel, Torres, Perkins, Gjonaj, Constantinides, Deutsch, and Louis


SUMMARY OF LEGISLATION: Proposed Intro. No. 1321-C would cover additional developers and projects by removing the current exemptions under Local Law 27 of 2012 (“the Prevailing Wage Law”) for affordable housing projects and not-for-profit developers of residential projects. Currently, the Prevailing Wage Law requires payment of prevailing wages to building service employees in buildings where a private developer receives at least $1,000,000 in discretionary financial assistance from the City or a City economic development entity for a City development project. This legislation would require that building service workers in residential projects with 120 or more units receiving financial assistance for new construction or preservation be paid the prevailing wage. Certain supportive housing projects and projects financed through the federal Rental Assistance Demonstration program administered by the New York City Housing Authority would be exempt from the law. Existing small residential projects and deeply affordable housing projects receiving financial assistance for preservation would also be exempt. 

EFFECTIVE DATE: This local law would take effect 120 days after it becomes law. 
FISCAL YEAR IN WHICH FULL FISCAL IMPACT ANTICIPATED: Fiscal 2021
FISCAL IMPACT STATEMENT:

	

	Effective FY20

	FY Succeeding Effective FY21
	Full Fiscal Impact FY21

	Capital Expenditures[footnoteRef:1] [1:  Capital Expenditures as a component of the City’s Capital Budget.] 

	$19,272,429
	$46,253,830
	$46,253,830



IMPACT ON REVENUES:  It is estimated that there would be no impact on revenues resulting from the enactment of this legislation. 

IMPACT ON EXPENDITURES: It is estimated that the enactment of this legislation would result in additional capital expenditures for residential projects financed by the New York City Department of Housing Preservation and Development (HPD). This estimate assumes that approximately 4,600 units financed by HPD each year would be newly covered by the requirements of this legislation. Under Housing New York, HPD currently finances the construction and preservation of about 25,000 affordable housing units annually. HPD estimates that about 15,000 of the 25,000 units financed annually, or 60 percent, are in buildings where building service workers are paid prevailing wages or are subject to a labor agreement. Those units would not be impacted by this legislation and are thus not included in this cost estimate. Additionally, over the five-year period, from 2014 to 2018, HPD financed the construction and preservation of 4,785 supportive housing units, or about 957 units annually, which would be exempt under the legislation. Furthermore, according to building level information available on NYC Open Data, about 44 percent of the units financed by HPD are in projects with less than 120 units and therefore would not be covered by this legislation. 

Assuming that the 4,600 covered units are in projects receiving financial assistance of at least $1,000,000, are subject to a 30-year regulatory term with a discount rate of 6.5 percent, and are underwritten with two building service workers pursuant to the current prevailing wage schedule, it is estimated that the additional cost per unit as a result of the prevailing wage requirements would total about $10,055 per unit, or $46.3 million in total. The prorated amount for Fiscal 2020 is estimated to be approximately $19.3 million.
SOURCE OF FUNDS TO COVER ESTIMATED COSTS: City Capital Budget

SOURCE OF INFORMATION:  	New York City Council Finance Division
				New York City Department of Housing Preservation and Development
New York City Office of the Comptroller, Building Service Employee Prevailing Wage Schedule, Published July 1, 2019 
				New York City Open Data (Local Law 44 Data) 
				Fiscal 2019 Mayor’s Management Report 
			         
ESTIMATE PREPARED BY:	Sarah Gastelum, Principal Financial Analyst 
				Kendall Stephenson, Senior Economist
					
ESTIMATED REVIEWED BY:	Nathan Toth, Deputy Director
Emre Edev, Assistant Director  
Rebecca Chasan, Senior Counsel
LEGISLATIVE HISTORY: This legislation was introduced to the full Council on January 9, 2019 as Intro. No. 1321 and was referred to the Committee on Civil Service and Labor (Committee). The legislation was subsequently amended and the amended legislation, Proposed Intro. No. 1321-A, was heard by the Committee at a hearing held on June 20, 2019, and the legislation was laid over. The legislation was subsequently amended, and then amended a third time, and the most recently amended version, Proposed Intro. No. 1321-C will be considered by the Committee on November 13, 2019. Following a successful Committee vote, the bill will be submitted to the full Council for a vote on November 14, 2019. 
DATE PREPARED: November 8, 2019
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