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          1  COMMITTEE ON ECONOMIC DEVELOPMENT

          2                 CHAIRPERSON SANDERS: Good morning. My

          3  name is James Sanders, and I am the Chair of the

          4  Committee on Economic Development.

          5                 This morning the Committee will hear

          6  testimony on Intro. No. 455, which proposes a change

          7  to the Administrative Code of the City of New York

          8  as it pertains to the States Empire Zone Program.

          9  Empire Zones stimulate economic and job growth in a

         10  number of the state's most distressed areas.  Tax

         11  incentives and utility discounts are provided for

         12  businesses that locate within the Zones.  State law

         13  describes Zone Equivalent Areas (ZEA) as areas not

         14  designated as Empire Zone Areas, but would satisfy

         15  the Empire Zones criteria for unemployment and

         16  poverty.  Since Zone Equivalent Areas satisfy the

         17  criteria, the Empire State Development Corporation

         18  (ESDC) provides certain benefits to businesses

         19  located in Zone Equivalent Areas, however,

         20  businesses moving into Zone Equivalent Areas are not

         21  automatically eligible to apply for certification by

         22  the state to received Zone Equivalent Areas

         23  benefits.  They must first receive approval from the

         24  Council in order to become eligible.

         25                 Intro. No. 455, would amend the
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          2  Administrative Code of the City of New York to

          3  enable businesses that move their operation to Zone

          4  Equivalent Areas to become automatically eligible

          5  for benefits certification by the state.

          6                 This morning we expect to hear

          7  testimony on this Intro. By representatives of the

          8  Department of Business Services and the Empire State

          9  Development Corporation.  In addition, we will hear

         10  testimony from Richard Imprescia, I hope I did that

         11  close, close, at least in the ball park, one day,

         12  and I also would like to thank Beverly Reid the

         13  Counsel to the Committee along with Roberta Ragone,

         14  who's name I just ruined, oh I am just having fun up

         15  here, of the Infrastructure Division, and Michael

         16  Reid of the Finance Division for their work on this

         17  hearing.

         18  We begin our hearing with testimony from

         19  representatives of the NYC Department of Business

         20  Services.  As is well known, Sir, and this one is

         21  your, we are just going to have fun today, all kinds

         22  of things are swirling around and threatening to

         23  overtake our hearing today, some which we will speak

         24  about, and some we will speak about at another

         25  moment.  There have been numerous questions, well, I
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          2  will tell you what, I will hold my point until after

          3  you speak, and if you will incorporate some of the

          4  questions that you know we have, perhaps that will

          5  be useful.

          6                 Thank you very much, and I am glad

          7  that you are here again.

          8                 DEPUTY COMMISSIONER SCHWARTZ:  Thank

          9  you Chairman Sanders.  I will try to do that in my

         10  testimony, it is an important economic development

         11  issue, this Bill.

         12                 My name is Andrew Schwartz, I am

         13  Deputy Commissioner of the Department of Small

         14  Business Services.  I appear this morning to testify

         15  in favor of Intro. 455, created by New York State in

         16  1986, the Empire State Zones Program seeks to

         17  simulate private investment, business development,

         18  and job creation in the state's most severely

         19  distressed areas.  These areas are commonly

         20  characterized by long term unemployment and

         21  pervasive poverty. Currently, there are ten zones in

         22  New York City with one, at least, in every borough,

         23  and the department administers the program in New

         24  York City.

         25                 Businesses within a Zone are eligible
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          2  to receive a host of financial incentives, such as

          3  wage tax credits, real property tax credits, estate

          4  sales tax exemption, and investment tax credits.

          5  Over 1,100 retail services and industrial businesses

          6  across the City are recipients of the benefits, and

          7  they have helped created 2,200 jobs in the last

          8  fiscal year alone.

          9                 The legislation before you today

         10  addresses the eligibility status of a business for

         11  benefits, in those instances where the business

         12  relocates it's operations or a portion of it, from

         13  an area that is neither designated as an Empire

         14  Zone, or what is called a Zone Equivalent Area, a

         15  ZEA.  State legislation codified a general municipal

         16  law requires that the local municipality approve a

         17  shift of operations by resolution in order for the

         18  business to be eligible for these benefits.  For New

         19  York City, this means the consideration of

         20  potentially numerous applications from businesses

         21  seeking to shift operations.

         22                 To expedite this process, Local Law

         23  54 enacted in 1988, eliminated the need for case by

         24  case approval of individual companies.  Codified in

         25  Section 22- 707 of the administrative code, a
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          2  resolution approving the shift of operations was no

          3  longer needed, rather, Local Law 54 provided blanket

          4  zone eligibility for those business shifting their

          5  operations to a designated Empire Zone.  The New

          6  York State Economic Development Zones Act was

          7  amended to provide for designation of Zone

          8  Equivalent Areas.  These ZEA's are census tracks

          9  that share the same demographic criteria for

         10  unemployment and poverty as the Empire Zones, but

         11  are not designated.  Over 400 of these tracks meet

         12  the definition throughout New York City, and just

         13  one portion of the Empire Zone benefits,

         14  specifically, the state wage tax credits are

         15  available to businesses that come into these

         16  distressed areas.  Although Local Law 54 of 1988

         17  addressed the eligibility status of the Business for

         18  Zone Benefits where they shifted operations, it does

         19  not address the instance where business shifts

         20  operations to these Zone Equivalent Areas.  Local

         21  Law Intro. No. 455 aims to address this specific

         22  situation.  It would amend the administrative code

         23  to add a new sub- section providing blanket

         24  certification eligibility for ZEA benefits, for

         25  those businesses that move within New York City.   I
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          2  urge the Committee to favorably consider today's

          3  legislation, it would provide a vital boost in

          4  expediting the relocation process for many

          5  businesses, and reduce substantial administrative

          6  work across the board.  Thank you again for the

          7  opportunity to testify on behalf, and I am here to

          8  answer questions.

          9                 CHAIRPERSON SANDERS:  Thank you very

         10  much Sir. Intro. No. 455 appears to remove the

         11  Council from formal participation in this approval

         12  process.  Is this a correct reading of this Bill,

         13  Sir?

         14                 DEPUTY COMMISSIONER SCHWARTZ:  I

         15  think, Chairman, it attempts to address the

         16  situation for businesses relocating and avoiding

         17  seeking a resolution on a case by case basis.  The

         18  Council retains oversight over our department, over

         19  the administration of the Empire Zones Program, and

         20  can get, and we would be happy to provide any

         21  information on these companies shifting.  But it

         22  does affect small businesses moving, they file an

         23  application with the state for this one tax benefit,

         24  the state reviews the application, and basically, if

         25  they find them qualified, that really should be
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          2  sufficient is what this legislation attempts to do.

          3                 CHAIRPERSON SANDERS:  For the sake of

          4  the record, Sir, the answer to that one was a yes?

          5                 DEPUTY COMMISSIONER SCHWARTZ:  I

          6  would say it eliminates bringing before the Council

          7  these companies on a case by case basis.

          8                 CHAIRPERSON SANDERS:  Okay, I will

          9  take that as a yes.  If this is true, where is a

         10  legal authority to enact legislation eliminating the

         11  requirement of local governing body approval, since

         12  the state law, as you know well, requires local body

         13  approval?

         14                 DEPUTY COMMISSIONER SCHWARTZ:  We

         15  drafted this legislation with the City's law

         16  department, pretty much at a request from the state

         17  on these applications, that it is similar to the

         18  legislation I identified in my testimony that

         19  addressed this issue for Empire Zone Benefits, which

         20  in that case, took those companies out of the case

         21  by case process, as well, for many more benefits.  I

         22  mean I indicated in the Empire Zones Program, you

         23  have a whole series of different benefits and those

         24  companies no longer, by virtue of the change in the

         25  law in 1988, have to come before the Council either.
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          2    So, this is really a cost benefit analysis where

          3  the companies are seeking only one very small part

          4  of the program, just the wage tax credit, and there

          5  at our agency, we deal with businesses every day

          6  that have difficulty navigating government whether

          7  it is health code violations, sanitation,

          8  transportation that they deal with on a day by day

          9  basis, and need help from the City.

         10                 When they are contemplating a move,

         11  and are told they are going to have to come and get

         12  a proposal drafted, I have no doubt that your

         13  Committee, and your dedication to economic

         14  development would deal with businesses swiftly and

         15  promptly, but when businesses have any uncertainty

         16  as to when or if this is going to happen, it could

         17  throw their business plan into a little turmoil.

         18                 CHAIRPERSON SANDERS:  I agree with

         19  you that business, that economic development

         20  uncertainties is extremely bad for business and bad

         21  for New York City, but I do have a question. If the

         22  state is the entity that believes that it can

         23  streamline this process, they have the ability to

         24  change the state law and no longer need the City's

         25  input, why don't they just change the law
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          2  themselves?

          3                 DEPUTY COMMISSIONER SCHWARTZ:  I

          4  would agree with you that that is a possibility as

          5  well, but they have created a mechanism, this for

          6  blanket approval, where I think they need the

          7  provisional law in areas of the state where you

          8  might have a company shifting from one municipality

          9  to another, and there I think you are dealing with a

         10  very different series of questions than you do in

         11  our situation where you are encouraging businesses,

         12  and then moving to some of the most economically

         13  distressed parts of the city, and we want to

         14  encourage that without any undo burdens.

         15                 CHAIRPERSON SANDERS:  Of course, you

         16  know that they can change this for simply New York

         17  City, so there is a question. But who in the state

         18  requested that, who or which agency requested that

         19  we do these things and, why didn't they at least get

         20  in touch with us?

         21                 DEPUTY COMMISSIONER SCHWARTZ:  I

         22  think there have been just in administrating the

         23  program, you have companies out there as I said

         24  before, that are looking, were looking to ease their

         25  burdens, and bringing it to you and having this
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          2  dialogue on this question.  The program is

          3  administered through the Empire State Development

          4  Corporation, I think this legislation comes out of

          5  the product of just discussions of practical day to

          6  day operation, and trying to assist businesses in

          7  this way, and your help on it is as vital as anyone

          8  else's.

          9                 CHAIRPERSON SANDERS:  As you can

         10  imagine, I have a million and one questions, and we

         11  are going to, I insist on making this as painless

         12  for you since you are not the one doing these

         13  things, as painless for you as possible, however;

         14  how many applications have been made for a ZEA

         15  certification, and how many applications have

         16  advanced to the point of seeking City Council

         17  approval of eligibility?

         18                 DEPUTY COMMISSIONER SCHWARTZ:

         19  According to our estimates, I think there are 830

         20  businesses certified in the ZEA program statewide,

         21  but about ninety percent of those are in New York

         22  City, now they could be already started up and

         23  operating in an area that is a ZEA.  I could not

         24  tell you specifically whether any companies have

         25  made the effort, I am not aware that anybody's been
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          2  denied action by the Council or by the government to

          3  do this, but you know, you could get issues of

          4  companies being dissuaded just by the, looking at

          5  the process.

          6                 CHAIRPERSON SANDERS:  Sir, you of

          7  course realize that an outsider could say that

          8  perhaps we are speculating on a problem that does

          9  not exist, that if there had been, to my knowledge

         10  there has been, the City Council has never turned

         11  down and application of this nature, so we may be

         12  creating a problem or speculating on a problem that,

         13  at this point, does not exist.  How would you answer

         14  that?

         15                 DEPUTY COMMISSIONER SCHWARTZ:  As I

         16  said, a lot of times when businesses come to us and

         17  are just concerned about onerous things that can

         18  take time, we are aware that there are at least

         19  seven companies now looking for support on this, and

         20  that is what we are basically trying to expedite as

         21  businesses can move into these areas, a wage tax

         22  credit is something that could be taken advantage of

         23  by a company that is adding employee's, which is

         24  critical at this time, and that is how they will get

         25  the full benefit of the program by being able to get
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          2  a wage tax credit, will add for jobs and expansion

          3  of the businesses.

          4                 CHAIRPERSON SANDERS:  Sir, of course

          5  I am forced to request how long have these

          6  applications been sitting, are there any

          7  applications for the ZEA and how long have they been

          8  sitting in your agency because if there was a

          9  problem, we would have loved to address it

         10  yesterday.

         11                 DEPUTY COMMISSIONER SCHWARTZ:  These

         12  are not, I should be clear, they are not sitting at

         13  the Department of Small Business Services.  Unlike

         14  the Empire Zones Benefits, as I say, the ZEA Benefit

         15  is essentially a tax credit, there is an application

         16  that is made to the States Empire State Development

         17  Corporation, they determine that they company is

         18  moving into an eligible area, that they meet those

         19  criteria, and that they could then claim this tax

         20  credit, and then do not have to come here.

         21                 CHAIRPERSON SANDERS:  A question for

         22  you, Sir.  Let me do it this way, are there any

         23  applications for a ZEA certificate in New York City

         24  currently?

         25                 DEPUTY COMMISSIONER SCHWARTZ:  I am
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          2  told, through the discussions in our office, that

          3  there are seven companies that are currently seeking

          4  approval for the benefit.

          5                 CHAIRPERSON SANDERS:  Have they ever,

          6  these seven, ever come before this City Council on a

          7  ZEA application?

          8                 DEPUTY COMMISSIONER SCHWARTZ:  I am

          9  not aware that they have, we could certainly look

         10  into more details, and provide your Committee with

         11  the information on it.

         12                 CHAIRPERSON SANDERS:  I have been, as

         13  you know well Sir, I have been Chair for two years,

         14  and in the two years that I have been here, these

         15  applications have never come before us.  I will have

         16  to assume that these are relatively new applications

         17  because the other assumption is that they have been

         18  sitting in your office for a while, or some other

         19  agency.  Since, I am going to assume the best, that

         20  these are relatively speaking, new applications and

         21  I am going to encourage you to bring them before us

         22  so we can get these businesses into business.

         23                 DEPUTY COMMISSIONER SCHWARTZ:  Well,

         24  I understand that, I am not going to speculate

         25  either as to the nature or the status of it, our
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          2  goal was to try to move the entire process along.

          3                 CHAIRPERSON SANDERS:  Yes, I have

          4  been negligent to not mention that Council members

          5  Ms. Gonzalez from Brooklyn, of course is here, and

          6  Council member Liu from Queens is also here.       Let's

          7  see, I have around two more questions and I will see

          8  if my colleagues want to join in.

          9                 Are there criteria in the Council, I

         10  am sorry, are there criteria that the Council is

         11  required to consider in determining the eligibility

         12  for the certification?

         13                 DEPUTY COMMISSIONER SCHWARTZ:  Mr.

         14  Chairman, I am not aware of any particular criteria

         15  for that purpose.  I will say also, we have to

         16  acknowledge when companies are moving and

         17  relocating, that that process itself can take time.

         18  I mean, we have certain grant programs in our

         19  office, relocation assistance from the time that

         20  companies shop around for a place to go, locate the

         21  space, negotiate the lease, that could take time as

         22  well.

         23                 CHAIRPERSON SANDERS:  Is there a

         24  prescribed time period within which the Council must

         25  act, from the time it receives notice?
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          2                 DEPUTY COMMISSIONER SCHWARTZ:  I am

          3  not aware of that process within the Council.

          4                 CHAIRPERSON SANDERS:  Allow me to,

          5  for the sake of my colleagues and for my own

          6  thinking, to say that that we are talking about two

          7  different things here today, and they have to be

          8  balanced.

          9                 On one hand, there is a need for

         10  businesses to have a stable economic environment;

         11  uncertainty is very bad for business, so that has to

         12  be understood.  And also, there is a need to

         13  eliminate red tape, as governing bodies we should be

         14  very aware that anything that duplicates, anything

         15  that is unnecessary, is just bad for business and

         16  bad for New York City as a whole.

         17                 On the other hand of this argument,

         18  there is a need for the City Council to have it's

         19  oversight ability, to have it's mandated oversight

         20  ability of watching to make sure that the public

         21  good is served.  I gave an example earlier, a real

         22  life example of why some city council members being

         23  on the ground, may know of some information about

         24  companies in a ZEA Zone, or hoping, wishing to get

         25  into a ZEA Zone, that may escape my colleagues at
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          2  the Department of Small Business Services.  It seems

          3  to me that check and balance, that is a good

          4  relationship.  Now if you were saying to me that we

          5  need to propose to ensure that the City Council

          6  fulfills it's obligation in a timely fashion, that

          7  is answers within two weeks or some variation of

          8  this, of a request, or some realistic period of

          9  time, I think that that would be, that would be a

         10  very good move, but to say that the City Council

         11  should not have that type of oversight is an

         12  interesting observation, Sir, at the least. I will

         13  let you respond and I will see if my colleagues have

         14  any, any questions.

         15                 DEPUTY COMMISSIONER SCHWARTZ:  I

         16  think, Mr. Chairman, the oversight is extremely

         17  important, and some of the cases we have discussed

         18  at other times dealing with companies, I think you

         19  have described a situation where a company might be

         20  taking additional wetlands and expanding it's

         21  company, and obviously there are checks on that,

         22  whether it is filing an environmental impact

         23  statement, or going through whatever regulatory

         24  processes are involved in a companies expansion,

         25  whether it is ULURP or some other type of process.
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          2  But in this particular type of case, I do not see

          3  the oversight in the same way when we are talking

          4  about applicability of a particular tax benefit.  I

          5  think that has been one of the helpful ways the

          6  Council acted on the Empire Zones Program in giving

          7  that blanket authorization, and allowing companies

          8  not to take that factor into consideration, that

          9  they going have to go through an addition proceeding

         10  and contact whoever they need to, and hire whatever

         11  additional resources they have to go through, and

         12  have that uncertainty.  I think we have both focused

         13  on the need not to have uncertainty hanging over

         14  businesses or going through unnecessary steps, and I

         15  think we should look at that constructively.  I do

         16  not think, I have any doubt that this Council would

         17  act promptly and that is why I would not see need to

         18  go through a whole legislative process to set the

         19  type of timeline that you indicated because I am

         20  confident that the Council does, in this Committee,

         21  has always acted in that fashion.

         22                 CHAIRPERSON SANDERS:  Well, I, rest

         23  assured that at the end of the day, we are going to

         24  do something that will be good for New York City,

         25  that we are going to do something to take into
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          2  account any timely move that we need to make.

          3                 If there are any questions from any

          4  of my colleagues for this particular witness, we

          5  have kept another witness much too long.  If there

          6  are no questions from my colleagues on this

          7  particular issue, then I do want to thank you very

          8  much for being here, Sir, and we will hear from our

          9  next witness, but thank you very much, and I

         10  apologize for any, for the tardiness and any, there

         11  is absolutely no reason for you to feel that we gave

         12  you a hard time, Sir.

         13       `         DEPUTY COMMISSIONER SCHWARTZ:  No, I

         14  do not, Mr. Chairman.  I appreciate the time and

         15  fact to discuss this important issue.  Thank you.

         16                 CHAIRPERSON SANDERS:  Thank you.

         17  Call your next witness.

         18                 MS. REID:  Richard Imprescia, please

         19  state your name and your affiliation for the record

         20  please.

         21                 MR. IMPRESCIA:  Yes, thank you.  My

         22  name is Richard Vincent Imprescia, I am currently

         23  the Executive Director for Business Economic

         24  Development in Government Affairs with Anchin,

         25  Block, and Anchin, but I am in an unique position,
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          2  Mr. Chairman, and members of the Council because of

          3  my former position which was the Executive Deputy

          4  Director of the Empire Zones Program with Empire

          5  State Development for the past five years, and

          6  recently joined the private sector, just four weeks

          7  ago.  Also unique - -              CHAIRPERSON

          8  SANDERS:  Congratulations, Sir, I hope that this

          9  life flows well for you on the other side of the

         10  desk.

         11                 MR. IMPRESCIA:  Thank you, I was in

         12  private sector prior to my appointment by Governor

         13  Pataki but I am also very unique in the sense that I

         14  have an academic background.  I am a professor of

         15  economics and urban sociology at New School

         16  University and City University and also have

         17  completed all my work, forwarding my dissertation

         18  for my Ph.D. In public policy and urban planning

         19  which I will complete next year.

         20                 So I have a perspective that is from

         21  academic, public, and private perspective on

         22  business economic development and how this

         23  particular legislation is a tool for not only

         24  business creation and job development, but also a

         25  tool for business acquisition and business
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          2  retention.  Anchin, Block, and Anchin represents 500

          3  clients in the New York City area.  We are the 11th

          4  largest accounting and consulting firm in the City

          5  of New York, and the 24th largest accounting firm in

          6  the nation, and we represent clients who exist

          7  within Empire Zones, as well as non Empire Zones,

          8  and clients with it's Zone Equivalent Areas who are

          9  in a position of great hesitancy to increase their

         10  employment pending a resolution of something that

         11  seems consistent with what this body has done when

         12  it relates to the Empire Zones.  For Empire Zones

         13  Programs businesses within the City of New York do

         14  not need to invoke a shift resolution when moving

         15  from a non- Zone into an Empire Zone.  In a matter

         16  of inconsistency, however, when businesses move from

         17  a non- Zone Equivalent Area, or non- Empire Zone,

         18  into a Zone Equivalent Area, they must now provide

         19  for special consideration under this Committee.

         20  What is more, from your former witness, there is

         21  definitely an issue of a deadline, and that is June

         22  30th.  One of the provisions of the wage tax credit

         23  is under the Department of Labor with the State of

         24  New York, a business must employee a full- time

         25  employee, a bundle of full time employees, to the
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          2  extent that that employee works six months out of a

          3  calendar year.  Any business in the City of New

          4  York, if this body does not act or approve this

          5  legislation by June 30th, that would mean, let us

          6  assume that this body does act favorably in July or

          7  August, as soon as a business makes that hiree in

          8  July or August, that business would have to wait six

          9  months before that employee would be eligible for

         10  the minimum of $1,500.00 on a wage tax credit.  That

         11  would mean that that business would not be able to

         12  apply for that credit until its 2004 taxes, which

         13  means it would apply in March 2005.  Now, another

         14  issue that has not, so timing of course, is very

         15  critical, that this legislation be considered prior

         16  to the June 30th deadline, as it relates to the wage

         17  tax credits.

         18                 Additionally, this is of no cost to

         19  the City of New York, in that it is a tax credit

         20  issued by the New York State Department of Taxation

         21  and Finance under the guise of the New York State

         22  Department of Labor and Empire State Development

         23  that does the marketing.  In fact, one can make the

         24  argument, Mr. Chairman, that this legislation would

         25  do quite the contrary to encourage expansive job
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          2  growth and through a multiplier effect cause a

          3  greater amount of tax revenue for the City through

          4  disposable income and sales taxes being generated

          5  from the purchase power of those employees who are

          6  now working.

          7                 I have a prepared statement, but as

          8  you can see, I am quite erudite and do not need to

          9  read from that statement, and wish to engage the

         10  dialogue with your distinguished members of your

         11  Committee.

         12                 I think it is important to understand

         13  that this legislation this Zone Equivalent Area, is

         14  separate than the Empire Zones Program, and one that

         15  benefits the City of New York with no cost to the

         16  City, and frankly, the City of New York does not

         17  loose any of it's authority in granting these

         18  businesses the ability to access this wage tax

         19  credit.  There are other tax credits that are also

         20  enhanced by being within a Zone Equivalent Area,

         21  which includes something called a Link Deposit

         22  Program, which is a intra subsidy program under the

         23  State of New York that allows companies including

         24  retail.  Retail is prohibited from participating in

         25  this program if they are not within Empire Zones,
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          2  but those companies, retail businesses within Zone

          3  Equivalent Areas would be able to reduce fixed

          4  interest state loans of up to one million dollars by

          5  percentage points for a period of two years.  That

          6  is a significant benefit for businesses that are

          7  trying to make loans for either expansion or

          8  development.  So it is not just the wage tax credit,

          9  it is also this enhanced link deposit program, which

         10  is under the guise of Empire State Development, and

         11  what is more, under a Zone Equivalent Area

         12  manufacturers are able to apply for JDA financing,

         13  which is the Job Development Authority under the

         14  State of New York, which allows businesses to

         15  finance as much as sixty percent of a projects cost,

         16  under the JDA Authority, which is significantly less

         17  costly than a IDA bond.  So we are talking about

         18  significant benefits for business attraction,

         19  business development, business expansion, and

         20  business retention, that does not directly cost the

         21  City of New York in tax revenues.  I have achieved

         22  punctuation, Mr. Chairman.

         23                 CHAIRPERSON SANDERS:  I trust that

         24  punctuation was a period or.

         25                 MR. IMPRESCIA:  Yes, semicolon.
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          2                 CHAIRPERSON SANDERS:  Sir, we have

          3  been joined by some of the most distinguished

          4  members of City Council, to my left, of course, I

          5  almost said doctor I am predicting the future of

          6  course, Yvette Clarke from Brooklyn;  Diana Reyna

          7  from Brooklyn; and we have been joined by Professor

          8  Alan Gerson, chairperson, I am sorry, Chairman Alan

          9  Gerson.  Oh, yes, yes, yes I, it is true that I did

         10  not speak and wax poetically on Sara Gonzalez's

         11  esteemed position in New York City, but I just took

         12  it as a given that anybody in their right mind knew

         13  that they real anchor of this Committee was Sara

         14  Gonzalez, which brings me to, but I say that all my

         15  Council members, which brings me to a question or

         16  two, Sir.                Imagine for a second, and I

         17  believe that you can, since you've had so many hats,

         18  well, if it rains you will be prepared, if it storms

         19  you are prepared also, imagine that you were the

         20  Chair of the Economic Development Committee, I am

         21  sure you would do it better and different, certainly

         22  different and perhaps even better, and imagine if

         23  someone came before you with a problem that you did

         24  not know existed, that there was a time deadline,

         25  and we needed to get rid of City Council oversight
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          2  but never was anything brought before you to be

          3  resolved, what would be, just give me one question

          4  that you give in a situation like that, Sir.

          5                 MR. IMPRESCIA:  Well, you put me in a

          6  hypothetical situation.

          7                 CHAIRPERSON SANDERS:  Absolutely,

          8  hypothetical.

          9                 MR. IMPRESCIA:  And ask me to ask you

         10  a question regarding hypothetical?

         11                 CHAIRPERSON SANDERS:  Sure, why not?

         12                 MR. IMPRESCIA:  I do not understand

         13  the nature.

         14                 CHAIRPERSON SANDERS:  If you were me,

         15  what kind of questions would you ask?

         16                 MR. IMPRESCIA:  If I were you, one

         17  of, all right here, that is fine, I can answer those

         18  questions.  One of the questions I would ask is, how

         19  directly does this program impact business within

         20  the City of New York?

         21                 CHAIRPERSON SANDERS:  Okay.

         22                 MR. IMPRESCIA:  And, what is in it

         23  for us? Obviously, you represent constituencies in

         24  the City of New York, and you need to know what is

         25  in it for you and your constituents. What this
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          2  program represents is the ability for companies to

          3  access significant tax credits at no cost to the

          4  City, to allow those businesses to expand in ways

          5  that they never thought possible because of this

          6  quote carrot and a stick type of approach.

          7  Businesses will certainly conduct hiring no matter

          8  what is done as a result of this body, as they need

          9  to, however, as you know from the private sector,

         10  employment costs, hiring employees is considered a

         11  liability, it is an expense, if they are going to do

         12  more of that activity, and we link some type of

         13  associated benefit to the activity, we will get more

         14  of that activity.  Ironically, we already have that

         15  with the Empire Zones, and we do not have it with

         16  the Zones Equivalent Area.  We have it in the sense

         17  that businesses within Zone Equivalent Areas may be

         18  able to apply.  What has occurred is this roadblock,

         19  and the question may be how is this hurdle of going

         20  through the Committee impeded businesses from doing

         21  what they do best.  It has impeded them in sense in

         22  areas that are not as much quantitative as they are

         23  qualitative, and as we spoken before, it is issues

         24  of inconsistency, it is issues of delay, and it is

         25  issue of what is perceived to be a hesitancy on the
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          2  City Council, and within the Department of Business

          3  Services and other City agencies that they are

          4  hesitant in making their judgement and their

          5  positive act of economic development and at the same

          6  time, allowing these businesses to move quickly and

          7  swiftly in picking up their hirees now.  These

          8  business, if this does not go through by June 30th,

          9  may delay their employment for another year.  There

         10  would be no impetus for them to make their

         11  employment this month in June, which many of the

         12  clients at Anchin, Block and Anchin represent are

         13  literally sitting on the fence waiting which is why

         14  I am here today, waiting to determine what is going

         15  to be done by City Council, so that these businesses

         16  can act, and I think that is how I would a general

         17  question as to how it impacts the City of New York,

         18  and how it impacts the businesses at hand.

         19                 CHAIRPERSON SANDERS:  Well argued,

         20  Sir, and I only wish that I could keep you around

         21  for the different committee hearings that I have

         22  because I could use this type of information, of

         23  course it brings one or two questions to me.  The

         24  City Council, of course, cannot act on anything that

         25  has not been brought to it.
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          2                 MR. IMPRESCIA:  I am aware of that,

          3  yes.

          4                 CHAIRPERSON SANDERS:  It would be

          5  unfair to say that we move fast or slow.  We have

          6  not moved because nothing had been brought to us, so

          7  any uncertainty in this sense is certainly not the

          8  City Council's, one can be uncertain of what their

          9  actions will be but if never presented you certainly

         10  cannot say that the City Council, not that you

         11  would, a person should not say that the City Council

         12  is fast, slow, round, or square.  We can, if the

         13  question does of course arise, as to why are there

         14  around seven applications that are sitting someplace

         15  that need further movement, that need some type of

         16  action on it.

         17                 MR. IMPRESCIA:  I am not so sure it

         18  is an issue of application.  Under the Zone

         19  Equivalent Area, if I have clients at Anchin, Block

         20  and Anchin for example, that wish to get certified

         21  in the ZEA process, I can have that application

         22  filled out on staff and send directly to Albany for

         23  approval.  It is not the same as with the Zone

         24  Equivalent Area that it goes, it does not go through

         25  necessarily the same channels.
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          2                 CHAIRPERSON SANDERS:  No, I am clear,

          3  we are clear, I was speaking about Zone Equivalent

          4  Areas actually.

          5                 MR. IMPRESCIA:  And I appreciate

          6  certainly what you have said about the City Council

          7  cannot, certainly cannot, make a decision on

          8  something that is not brought before it's attention,

          9  however, perception is everything, the business

         10  community and my experience in government, I know

         11  certainly how it works and the difficulties that

         12  this Committee faces in all areas of economic

         13  development, let alone this particular program.

         14                 But the perception in the business

         15  community on behalf of my clients is that they are

         16  completely unaware of the workings of government and

         17  how it could affect them.  They look at their need,

         18  their needs and their cost, and they look at now a

         19  rising state tax, a rising sales tax, rising

         20  property taxes, and they are looking at areas to cut

         21  costs so that they can plunge more of their capital

         22  back into their business.

         23                 As I have told students at the

         24  university, or many of my colleagues that sat before

         25  me at Empire State Development, as you are well
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          2  aware, it is not government that creates jobs, it

          3  not government that creates wealth, it is not

          4  government that builds communities, it is businesses

          5  that create jobs, and business that creates wealth

          6  and builds community, however, what government can

          7  do is create environment where businesses can do it

          8  better and do what they do best, create an

          9  environment that businesses are not hamstrung, or

         10  shortsighted in their ability to hire more and

         11  invest more and return more of their capital into

         12  their business with a program that is already in

         13  place in the City of New York, ironically, and

         14  working quite wonderfully for the City in that there

         15  is very little cost, hardly any cost, that can be

         16  seen in any statistical data that shows it costs the

         17  City because it is on tax revenues from the State of

         18  New York, and something that can only benefit the

         19  constituents of this City, and the businesses that

         20  create the job and build economic development.

         21                 I want to say one final thing, as a

         22  professor of economic development, and one who has

         23  been in the industry, this Committee represents

         24  something that is so vital to the City of New York

         25  because when you speak about economic development,
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          2  you are speaking about everything. When you build

          3  the community with economic development, you are

          4  looking to reduce crime so that businesses can move

          5  in and develop, as we have seen with Times Square.

          6  And as you reduce crime and businesses move in, you

          7  need better and more housing so that businesses can

          8  house the people who live there, and you need better

          9  schools so that these businesses and the employees

         10  can send their children to school.  Additionally,

         11  you need a good infrastructure and transportation

         12  system so that these employees can get in and out of

         13  work and there can be a communication system.  So

         14  that when we talk economic development, we are

         15  talking about quality of life and raising

         16  communities in ways that are affected infinitely

         17  greater than we would, if we were sitting on a

         18  committee for housing or crime in the City of New

         19  York because this Committee is so vital to the City

         20  of New York whose economic development is so vital

         21  to the City of New York and to the Nation and to the

         22  State of New York.

         23                 CHAIRPERSON SANDERS:  Well, Sir, I,

         24  let it never be said that I would differ with you on

         25  your characterization of the Committee.  I share

                                                            34

          1  COMMITTEE ON ECONOMIC DEVELOPMENT

          2  that totally with you, that regardless of who sat

          3  here, this one is a critical Committee, and at a

          4  most critical time in New York City. It would be

          5  hard to think of a more critical time for this, and

          6  anything that this Committee can do to ease business

          7  concerns at this point, we are very, very anxious of

          8  doing.

          9                 I encourage you, and your clients to

         10  see if there are any documents, any red tape that we

         11  can help get rid of, anything that is unnecessary

         12  that we are going through because of some outdated

         13  mode of thinking or something that had a purpose at

         14  one point that sadly does not serve a purpose.  So

         15  if you can think of those things, but with that in

         16  mind, one of our chief responsibilities as you know

         17  well, is that oversight, that making sure that the

         18  whole process works, and watching when for good

         19  reasons, I am sure, any part of government wants to

         20  remove a type of oversight with reasons that hard to

         21  say whether they are real or not because the

         22  situation has never arisen.

         23  Having said that, I am hogging, I am stealing, and

         24  Council member Gerson has a question.  I thank you

         25  very much, Sir.
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          2                 MR. IMPRESCIA:  Thank you.

          3  COUNCIL MEMBER GERSON:  Good afternoon, let me just

          4  accentuate that what the Chair has just said, that

          5  under the extraordinarily able and dedicated

          6  commitment, James, I am getting you back, under the

          7  extraordinarily able and dedicated commitment of our

          8  esteemed and talented Committee Chair, I assure you

          9  this Committee is dedicated to facilitating a

         10  business growth and economic development.  So I

         11  accentuate that as a predicate to my playing, if you

         12  will, devil's advocate on this issue because this is

         13  the first time I am hearing about this particular

         14  proposal, and I need to be able to fathom, and I

         15  will just be very brief.  I understand the need for

         16  consistent, or the sense of need for consistency

         17  between the two types of zones, the Empire and the

         18  ZEA's, but consistency can be achieved in one of two

         19  directions as is always the case.

         20                 So let me just ask you if we are

         21  moving in the right direction to achieve consistency

         22  by eliminating the oversight.  Are we losing

         23  anything as a matter of public policy by not having

         24  this type of final check and balance before we make

         25  available what really is part of the public largess,
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          2  giving away I mean, a tax credit really, whether it

          3  is from the State of the City, it is giving a

          4  benefit and taking something from the public, so we

          5  have an obligation to assure when it is done to

          6  specific businesses because of some action they have

          7  taken, that it serves policy needs.

          8                 And let me tell you my policy concern

          9  briefly, when we here in Lower Manhattan were on the

         10  verge of establishing an Empire Zone in Chinatown on

         11  the Lower East Side, and I am still determined to

         12  establish that, by the way we all are, but that is

         13  an issue perhaps for another hearing, certainly for

         14  another day, but when we met with the community and

         15  businesses to discuss how that would work, one of

         16  the concerns raised by the community relates to the

         17  oversight or the need for it, and there were two

         18  specific concerns in the lack of oversight, related

         19  to the lack of oversight in the case of an Empire

         20  Zone.  One was that the wrong type of business would

         21  move into the Zone, that this would encourage, that

         22  just the open availability of credits without any

         23  oversight would allow, for example, rowdy bars or

         24  very late night establishments moving into places

         25  where people live in mixed use areas.  And that the
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          2  community was concerned for a, about the lack of

          3  oversight to prevent the wrong type of businesses,

          4  you could, polluting businesses.  You could think of

          5  a number of wrong type of businesses that you might

          6  not want to move into a particular Zone, but under a

          7  blanket policy they would be encouraged to do so.

          8  The second concern raised by the community was

          9  movement from an area just outside of the Zone into

         10  the Zone, and that there were businesses a few

         11  blocks away, or maybe even a little further away,

         12  who might want to take advantage and move into the

         13  Zone.  And while building up the area within the

         14  Zone, their movement out of another area would lead

         15  to a downward economic spiral there.  So again,

         16  there was concern over lack of oversight to prevent

         17  that from happening, to prevent an exodus from one

         18  area and the resulting deterioration there in order

         19  to build up another area.  So, I guess with that as

         20  a predicate, my question to you is, from a policy

         21  perspective.  Should we rather than eliminate this

         22  oversight, not maybe expand it, so we have the same

         23  type of oversight over the Empire Zone's that we now

         24  do not have over these ZEAs?  And how can I be

         25  assured, how can you assure me that by lifting these
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          2  oversight I am still able to address these two

          3  concerns of my community?

          4                 MR. IMPRESCIA:  Yes, I appreciate

          5  your comments Councilman, and I will directly answer

          6  them.

          7                 The issue of oversight is certainly

          8  an important one but the way it is phrased, bad

          9  businesses can move within neighborhoods regardless

         10  of whether you have oversight or not.  You cannot

         11  stop a business that we would consider to be a

         12  terrible business from moving from a part of New

         13  Jersey or Connecticut into an area of New York, in

         14  areas that we may not have, as a Council that is,

         15  oversight, but there are areas of oversight.

         16                 COUNCIL MEMBER GERSON:  But what

         17  about cluster, although the concern is if you have

         18  an area where you have tax incentives to move into,

         19  you could end wind up with a cluster of these.

         20                 MR. IMPRESCIA:  But let's look for a

         21  moment at why this shift legislation was even

         22  enacted under the State.  The object was to, as you

         23  have suggested, to prevent businesses from raiding

         24  Zones, to prevent businesses from moving from

         25  outside of Zone areas into Zone areas, but for no
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          2  other reason than to take advantage of the credits,

          3  and that would mean that the State of New York nor

          4  the City of New York is creating any new jobs

          5  because people are just shifting around, so there is

          6  no new job creation. The State of New York, under

          7  the legislature has already taken that into

          8  consideration.

          9                 Under the Empire Zones Program,

         10  businesses are immediately disqualified from what is

         11  called the Quasi- Qualified Empire Zone Enterprise

         12  Benefits.  Once they make a shift, however, they are

         13  not disqualified for purposes of the wage tax

         14  credit, which is the only credit that the Zone

         15  Equivalent Area addresses as opposed to the Link

         16  Deposit and the JDA Finance.  Now one of the

         17  reasoning behind not having to, for this Committee

         18  to have oversight for Empire Zones was that if you

         19  have a business in the City of New York, non- zone,

         20  moving into a Zone Equivalent Area or Empire Zone in

         21  the City of New York, the City of New York is not

         22  loosing any jobs.  If a business is moving from

         23  Tudor City into, or the New York Post is a perfect

         24  example, when they moved from South Street Seaport

         25  area, a non- zone, into the South Bronx Zone, they
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          2  disqualified themselves for purposes of the Quasi

          3  Benefits, but they did not disqualify themselves for

          4  wage tax credits, as long as they passed what is

          5  called the Increased Employment Test.  All they had

          6  to do was increase by one hundred and one percent

          7  their employment over the last four years.  So what

          8  we are telling them as a City of economic

          9  development is, you increase your employment, and we

         10  will give you a benefit for that.  In fact, you

         11  increase your employment and hire people that are

         12  targeted; prior felons, people that have been on

         13  public assistance for the last six months, or a

         14  variety of others that are not very employable, and

         15  we will double the credit for you.  So the issue of

         16  oversight into the wrong type of business, there are

         17  also good bars moving into Zone Equivalent Areas,

         18  and there are good manufacturing companies as

         19  opposed to bad.

         20                 I think your question addresses less

         21  an issue of oversight and economic development, and

         22  move an issue of policing, than it does about

         23  allowing, I mean if we have a bad bard move into a

         24  community, we need a policing to make sure that

         25  there is no defecating on the street near the bar or
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          2  rowdiness at 2- 3 in the morning, and that no one is

          3  drinking and driving.  It is not an issue if that

          4  bar is certainly hiring more people and building

          5  economic development and of course, the free market

          6  shows that that business is doing well.  I know this

          7  issue came up in Woodlawn with a number of

          8  businesses that had opened.

          9                 Additionally, you said that moving

         10  into a Zone might destroy these areas and create

         11  essentially economic development issues in those

         12  areas that are not zones, and of course, that was

         13  the impetus that caused the State Legislature to

         14  deal with shift resolution in the first place.  But

         15  because of New York City and its unique character,

         16  the City of New York stands to not loose any jobs if

         17  a company is moving within the City into a Zone

         18  Equivalent Area.  If a company moves from Mount

         19  Vernon, perhaps, or from Yonkers into the City of

         20  New York, they still would have to go through this

         21  oversight and shift resolution under the State

         22  program, and have to get that shift resolution

         23  coming in from there.

         24                 I will add this, as well, if you have

         25  a business in the City of New York that wishes to
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          2  move out of the City into a Zone anywhere else in

          3  the state, whether it's Suffolk County or

          4  Westchester County, they still need shift provision

          5  approval by the City of New York, and by this

          6  Council.  So you would still have that oversight in

          7  loosing business.  What they do not need right now,

          8  and what we are hearing is for businesses to move

          9  out of New York and move into New Jersey. Because I

         10  deal with businesses, as I did every day when I

         11  worked with Empire State Development, and as I do

         12  now in the private sector, that as we move ever so

         13  slowly like a Chinese water torture, businesses are

         14  beginning to look elsewhere. They are mobile, they

         15  will leave, and in a technological economy, and a

         16  technology economy, and a global economy, they do

         17  not need to do business in the City of New York

         18  anymore. They can do business anywhere in other

         19  states like Connecticut and New Jersey, and of

         20  course, we cannot kid ourselves, as a professional

         21  economic development, there is a civil war going on

         22  in this country, and it is an economic development

         23  civil war.  Other states are going to move in and

         24  take the initiative when we do not, as a state, and

         25  other cities will do it when we do not do it as a
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          2  city.

          3                 COUNCIL MEMBER GERSON:  Mr. Chair,

          4  that was a very informative answer, and I look

          5  forward to following up on this information with you

          6  and the Committee.  But in the interest of time, I

          7  will defer any further questioning, but I thank you

          8  for that response.

          9                 MR. IMPRESCIA:  Thank you.

         10                 CHAIRPERSON SANDERS:  Just one aside,

         11  if you wish. The question of bad businesses moving

         12  in, and of course, we may not be able to stop bad

         13  businesses from moving in, but the question, of

         14  course, should be we should not use public monies to

         15  reward any businesses of this nature.  However, even

         16  that conversation is a touch of a straw man because

         17  we are not speaking so much of that, we are speaking

         18  of process, how, what is the most efficient,

         19  effective way to get business moving in this City

         20  and have enough oversights to ensure that the public

         21  monies are being well spent.            Now, I must

         22  admit that I yield, I am, if someone were to say to

         23  me that the City Council should put a deadline on

         24  its turnaround time, that if we were to examine a

         25  Zone Equivalent Area, we should do it in a timely
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          2  fashion.  We should do it 30 days, 45, whatever is

          3  reasonable, whatever is good for business and allows

          4  a certain certainty.  But if one were just to say,

          5  take yourself out of the picture and this will make

          6  things move faster, and businesses would be more

          7  comfortable, I mean, the opposite I would suggest

          8  has been proven here today.  We need to look at why

          9  there are seven applications sitting that have not

         10  come forward. It means that the oversight of the

         11  City Council is needed even more than necessary.  So

         12  we, in one sense, would be in the business

         13  community's best friend, and I am sure this is not

         14  the case.                Imagine for a second that

         15  here was a City agency that did not do due diligence

         16  because it was overburdened, or whatever, I am sure

         17  that this is not the case.  There needs to be a City

         18  Council under those conditions to say, hey you guys

         19  have to move resources to make sure that this gets

         20  out.  You have to do whatever it takes to make sure

         21  that this gets up to bat so we can look this way or

         22  that way.  But the business community deserves, at

         23  least to have a hearing, to have this move forward.

         24                 The City Council, to my knowledge,

         25  has never turned down one of these requests.  We
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          2  have never turned one down, perhaps, because they

          3  have never been brought to us, to my knowledge.

          4  This needs, certainly one thing I am sure that we

          5  can agree on is that there is a certain amount of

          6  unease from the Council and, therefore, more

          7  conversation on this particular issue needs to take

          8  place.  And with that in mind, Sir, I encourage you

          9  to also get in touch with us.  I don't mind sitting

         10  down with you, our Counsel is Beverly Reid, and she

         11  certainly would love to sit down with you and to

         12  anyone that you believe is appropriate to find out

         13  what is a proper medium, what is a win for everyone

         14  under these conditions.  And the same I say to our

         15  friends, and I do use that term warmly at the

         16  Department of Small Business Services, we look

         17  forward to sitting down with you.  I encourage you

         18  to open up conversation on this particular issue

         19  with us.  We are not against it, we just have not

         20  bought into your reasons, and perhaps there are more

         21  things that you can show us, perhaps there is

         22  something. Sir, by all means.

         23                 MR. IMPRESCIA:  I have one final

         24  question if I may address.

         25                 CHAIRPERSON SANDERS:  Okay.
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          2                 MR. IMPRESCIA:  Hypothetically, and

          3  of course, with the utmost respect and I appreciate

          4  everything you have said, but if this oversight

          5  issue is one of such great importance to the

          6  legislation, which I agree, oversight is, why are we

          7  not introducing legislation today to extend

          8  oversight into the Empire Zones Program in an area

          9  that this Committee has already given up oversight,

         10  and the Program has blossomed in the City? Why

         11  aren't we introducing legislation to expand and

         12  extend oversight into the Empire Zones Program?

         13                 COUNCIL MEMBER GERSON:  That was

         14  actually my question.

         15                 CHAIRPERSON SANDERS:  Sir, you may

         16  see, I personally.

         17                 MR. IMPRESCIA:  I mean, am I onto

         18  something that I should not have.  Have I stumbled

         19  into the truth?

         20                 CHAIRPERSON SANDERS:  I personally

         21  did not want to do that.  For many reasons, I am

         22  concerned about slowing a certain process. However,

         23  the question has arisen, not simply by yourself

         24  either, Sir, the question has arisen and we need to

         25  speak to the Department of Small Business Services.
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          2  Because I am sure they can, ESDC, because I am sure

          3  they can give us very fine reasons why this is

          4  certainly not or should not be, that this question

          5  of efficiency, I am sure that there are very fine

          6  reasons why we should not be in this area.  Not

          7  simply because of questions of law or because

          8  there's, we are not mandated, that is not enough,

          9  but I am sure that there are very fine reasons why

         10  we have enough on our plates, let the business, let

         11  the invisible hand function, but we are looking

         12  forward to hearing those answers in a timely

         13  fashion.

         14                 MR. IMPRESCIA:  Thank you, and I

         15  thank you for your invitation to work with you.  I

         16  would certainly be honored to work with you in my

         17  academic, my practical, or my government expertise

         18  and meet with you, and do nothing else than exchange

         19  of ideas so that you can come to an informed

         20  decision with someone who has had a great amount of

         21  experience in the public and private sector.

         22                 CHAIRPERSON SANDERS:  Sir, your

         23  experience is not only in an academic field but has

         24  been, we have had an empirical demonstration of your

         25  experience, so we are very happy about that.       MR
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          2  . IMPRESCIA:  Thank you.

          3                 CHAIRPERSON SANDERS:  And I have

          4  finally done what I always wanted to do, to question

          5  a professor, so I am personally happy.

          6                 MR. IMPRESCIA:  Thank you.

          7  CHAIRPERSON SANDERS:  Let me thank you very much for

          8  coming out here today, let me also say that we were

          9  joined also by Council Member Dilan, and Council

         10  Member Recchia were here today.              If

         11  there is no questions from my colleagues on this

         12  particular issue, I am going to defer this hearing.

         13  I am going to defer the vote on this particular

         14  issue so we can do more dialogue, so we can get more

         15  of an understanding, and the unease of the

         16  Committee, I am sure, will be addressed, and we will

         17  get an education on this issue and other issues that

         18  will greatly serve the people of New York.

         19                 Let me again thank you for coming out

         20  here, and thank the Department of Small Business

         21  Services.  Thank you very much being here.

         22                 MR. IMPRESCIA:  Thank you, thank you

         23  again, thank you.

         24                 CHAIRPERSON SANDERS:  I want to grab

         25  the Committee members who are here to quickly
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          2  discuss another issue, and we can do that after this

          3  meeting.

          4                 This hearing, my friends, has now

          5  been adjourned. Thank you very much for attending.

          6                 (Hearing adjourned at 12:35 p.m.)
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