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INT. NO. 373-A:
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TITLE:
To amend the New York city charter, in relation to requiring an annual report by certain entities which enter into contracts with the department of small business services.
HISTORY


On May 9, 2005, the Committee on Economic Development l met regarding Int. No. 373-A, a proposed amendment to Local Law 69.  Local Law 69 0f 1993, requires that the Department of Small Business Services include a requirement of an annual report to the Council, in any contract with a local development corporation to provide or administer City economic development benefits.  Int. No. 373-A would amend Local Law 69 to strengthen and clarify several aspects of reporting by the Economic Development Corporation.  

The Committee on Economic Development heard testimony on and earlier version of Int. No. 373 on June 9, 2004.  The changes to Int. 373 contained in Int. No. 373-A add additional clarifying language and additional measures to evaluate the success of programs administered by the Economic Development Corporation.

BACKGROUND

Corporate subsidies are typically used as a tool to persuade businesses to expand their operations, or to commit to moving to or remaining in New York City (“the City”), thereby, creating or maintaining jobs.  Although most people agree that job retention and job creation are vital to creating and sustaining a thriving local economy, there is considerable debate as to whether the subsidies provided to many businesses actually serve as a true inducement for these companies to either create new jobs or to remain in the City.  Furthermore, many question whether the businesses that receive subsidies actually comply with the terms of the subsidies.  

Local Law 69 of 1993 (“LL69”) was enacted by the City Council in response to these concerns.  LL69 requires a local development corporation having a contract with the Department of Small Business Services to provide or administer economic development benefits on behalf of the City, to submit an annual report (“Report”) to the City containing information on selected job creation and retention projects undertaken during the reporting year.  The City currently contracts with the New York City Economic Development Corporation (EDC) for the performance of these services.  The Report is intended to provide the Council with information pursuant to which the Council can measure the success of economic development benefits administered by EDC.

PROPOSED AMENDMENTS

The principal amendments to LL69 generally fall into the following categories:

1.
Increased Accessibility of Report and Clarification of Existing Language


Paragraph (b) of subdivision (1) of section 1301 of the New York City Charter expands the distribution of the Report to include the City Comptroller, the Public Advocate and the Borough Presidents, in addition to the Mayor and the Council.  This change ensures that these additional public officials with an interest in or responsibility for the City’s tax expenditures, have ready access to the Report.  Paragraph (b) also requires that the Report be made available on the local development corporation’s website or on the website of the City of New York.  

Paragraph (b) of subdivision (1) also lowers the threshold dollar amount above which a business receiving a subsidy is required to report.  The existing law requires such reporting by businesses receiving in excess two hundred and fifty thousand dollars.  The amendment would lower the threshold amount to one hundred and fifty thousand dollars.


Paragraph (b), subdivision (1) also requires that the Report be made with regard to each project from the date when any agreement relating to the project is executed through the final year that assistance is received by the entity receiving the subsidy.  The existing law mandated a seven-year reporting period, even though most of the deals last for at least fifteen and up to fifty years.  This change allows more accurate assessment of individual deals and associated expenditures and benefits.  Note however that the seven-year reporting period has been retained for land sales and lease deals, as the reportable events related to these types of deals only occur for during the first year of the deal.  


Paragraph (b), subparagraph (iv) requires the Report to include a listing of the name of the program pursuant to which assistance is provided.  Specifying the program under which a project receives benefits will allow evaluation of cost and benefits by program, as well as by individual deals. 


Paragraph (b), subparagraph (vi) -- expands the description of the types of jobs that must be counted and accounted for in the reporting of job retention.  The amendment requires reporting on the total number of employees at each job site within the City at the time of the execution of the agreement, including the number of permanent full and permanent part-time employees, the number of full-time equivalents and, under certain circumstances, contract employees.  In the past, due to the lack of specificity regarding the types of jobs that were to be included in the baseline count of existing jobs, it was possible for a loss of jobs by a business to go undetected if a business employed a different counting method when reporting on jobs lost during year.  The amendment brings uniformity to the method of accounting for existing jobs as well as any change in job numbers. 

Paragraph (b), subparagraph (vii) - language has been clarified so as to track job retention and creation goals over the life of the projects as well as annually, for those agreements containing annual targets.  The existing language simply required reporting on jobs retained to date.  Annual disclosure allows a comparison of the actual jobs retained by a business to the annual target number for job retention and creation. 

2.
Reporting on Job Quality and Employee Residency


Paragraph (b), subparagraph (x) requires reporting on the total actual number of employees at all sites covered by the project, including the number of permanent full-time jobs, the number of permanent part-time jobs and the number of contract jobs.  For entities having 250 or more employees, the Report must also provide the respective percentage of employees that fall under the “exempt” and “non-exempt” classifications under the United States Fair Labor Standards Act and, within the “non-exempt” category the percentages of employees earning up to $25,000 per year, more than $25,000 per year up to $40,000 per year, and more than $40,000 per year up to $50,000 per year.


Paragraph b, subparagraph (xi) requires reporting on whether all full-time as well as part-time employees are offered health benefits by the employer.  


These two newly added requirements provide a degree of insight into whether or not employers receiving significant economic benefits from the City are providing a ‘living-wage’ to employees, thereby, decreasing the chances that employees will seek public assistance for food or medical care in order to sustain themselves and their families. 

3.
Strengthening Compliance Reporting 


Paragraph b, subparagraph (xv) – requires reporting on compliance by entities receiving subsidies.  The Report is required to indicate whether an entity’s benefits have been reduced, cancelled or recaptured during the reporting year, the reasons for such action and whether penalties have been assessed.  This information will allow the Council to determine the number of companies that have not achieved their goals under their subsidy agreements and the reasons for failure to meet such goals.  It will also allow the Council to monitor enforcement of penalties for non-compliance.  
4.
Reporting on Benefit Levels and Additional Benefits Received



Paragraph b, subparagraph (xiv) – this new requirement captures information about benefits provided to businesses under the Commercial Expansion Program (CEP), the Relocation Assistance Program (REAP) and features of the Industrial and Commercial Incentive Program (ICIP) administered by EDC. 
  These benefits are in the form of tax abatements and exemptions and are not currently included in the Report.  Inclusion of information regarding these additional benefits received by business entities provides a more complete picture of level of public benefits accessed by individual business entities.
Bill section 2 adds a new paragraph b-1 to  subdivision (1) of New York Charter section 1301 to establish a process for reviewing the methodology by which projects receiving economic development benefits are evaluated. Under this process, starting with March 1, 2007 and every two years thereafter, the local development corporation, in consultation with the Speaker of the Council and the Mayor, will jointly select persons who have extensive experience and knowledge in the fields of finance, economics, and public policy analysis, to collectively evaluate the methodology employed for making the determinations required for this Report.  The group that is established will generate a report including recommendations, where appropriate, on the methodology by which projects receiving economic development benefits are evaluated.  Such recommendations will be presented to the Mayor and the Speaker no later than October 1st of every year in which such evaluation is required.  This requirement is intended to facilitate the on-going consideration of and inclusion of ‘best practices’ in the LL69 reporting methodology.


This law will become effective immediately.  However, the revised reporting requirement shall only apply to project agreements executed on or after July 1, 2005.

Update:

On May 9, 2005, the Committee on Economic Development passed Int. No. 373-A by a vote of seven in the affirmative and none in the negative with no abstentions.

Technical Corrections Made to Int. No. 373-A to reflect inadvertent editing errors

Pg. 1, line 8:
The words “or administering” were underlined to note that it is new language added to the New York City Charter § 1301 (1) (b) as part of the amendment.

Pg. 1, line 8:
The word “services” has been added in brackets to show that it is being deleted from Charter § 1301 (1) (b) .

Pg. 1, line 10:
The comma after the word “mayor” has been moved and added to appear after the bracketed word “[and]”.

Pg. 1, line 10:
The comma after the word “council” has been underlined to indicate that it has been added as part of the amendment.

Pg. 1, line 11:
The word “by” has been added after the word “[and]”, which appears in brackets to indicate that it has also been deleted from existing Charter § 1301 (1) (b).

Pg. 2, line 2:
The word “[The]” has been added in brackets before the phrase “With regard to…” to indicate that it has been deleted from Charter § 1301 (1) (b).

Pg. 2, line 9:
The word “the” has been underlined to indicate that it is new language added as part of the amendment. 

Pg. 2, line 13:
Commas have been added and underlined after the words “contain” and “year” to indicate that they have been added as part of the amendment. 

Pg. 2, line 14:
Underlining has been removed from the word “name” as the word is existing text. 

Pg. 3, line 17:
 The semicolon after the word “year” has been underlined to indicate that it has been added as part of the amendment. 

Pg. 3, line 18:
A comma has been added after the word “amount” as it existing text that was inadvertently omitted. 

Pg. 5, line 19:
The comma after the date, “July 1, 2005”, has been underlined to indicate that it has been added as part of the amendment. 

Pg. 6, line: 11:
The period after the word “review” has been underlined to indicate that it has been added as part of the amendment. 

�  Certain aspects of the ICIP program are administered directly by the New York City Department of Finance. 
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