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THE COUNCIL

REPORT OF THE INFRASTRUCTURE DIVISION

Robert Newman, Legislative Director

COMMITTEE ON ECONOMIC DEVELOPMENT

Hon. Thomas White, Jr.,Chair

October 25, 2006

INT. NO. 421:
By: Council Members White Jr., Comrie, Fidler, Gentile, James, Vann, Palma, Weprin, Mark-Viverito and Sears (by request of the Mayor) 
TITLE:

A Local Law to amend the Administrative Code of the city of New York, in relation to authorizing an application for redesignation of certain areas within the city of New York as empire zones.


ADMINISTRATIVE CODE:
Amends title 22 of the administrative code of the city of New York by adding subdivisions (i) and (j) to section 22-702; adding subdivisions (k) and (l) to section 22-703;adding subdivisions (k) and (l) to section 22-704;adding subdivisions (k) and (l) to section 22-705;adding subdivisions (b) and (c) to section 22-709; adding subdivisions (e) and (f) to section 22-710; adding subdivisions (g) and (h) to section 22-711; adding subdivisions (b) and (c) to section 22-712; adding subdivisions (d) and (e) to section 22-713; and adding subdivisions (d) and (e) to section 22-714. 

Introduction

             On October 25, 2006, the Committee on Economic Development, Chaired by Council

Member Thomas White, Jr., will be voting on Proposed Int. No.421-A, which is a Local Law to

amend the Administrative Code of the city of New York, in relation to authorizing an application

for redesignation of certain areas within the city of New York as empire zones. The final

version of the bill incorporates and reflects all recent amendments and/or changes made.
 
Background on the Empire Zone Program


The Economic Development Zone Program was established by the State Legislature in 1986 and is set forth in General Municipal Law (GML) Article 18-B, §§ 955 et.seq.). In 2000, the State Legislature renamed the program the Empire Zone Program.  The Empire Zone Program is designed to stimulate economic growth in a number of the State’s most severely distressed areas by providing tax incentives and utility discounts for businesses that locate or expand within the Zone.  To ensure that the population targeted by the program will benefit from the new jobs created, localities are required to provide or arrange for job training, childcare and other assistance that will prepare individuals to enter the workplace.  Since the program seeks to have long-lasting impact on distressed neighborhoods, it calls for localities to coordinate their efforts with departments of social services, training institutions, labor unions, community–based organizations, publicly funded job training programs and private industry councils, as well as with other agencies that could be expected to play significant roles in the local economy
. Specific benefits that the program provides include, but are not limited to, a combination of tax credits and tax exemptions, reduced utility rates and technical assistance.


Currently, there are 73 designated Empire Zones in New York State, 11 of which are located in New York City
.
Requirements and Procedure for Designation of an Empire Zone: 


In general, General Municipal Law § 958 (a)(i) requires that the area include one or more United States census tracts having a minimum poverty rate of 20 percent, an unemployment rate equal to 1.25 times the statewide rate, and a population of at least 2,000.
  Areas that are nearby or contiguous to census tracts or block numbering areas described in §958(a)(i) are also eligible to be included in an Empire Zone if the Commissioner, at the request of the applicant, finds that such additional areas have significant potential for business development and job creation and will enhance economic revitalization of the Zone and benefit Zone residents
.  Also, in general, the designated area must meet the following additional requirements:

1. It must be limited in size to two square miles;

2. A minimum of 25 percent of the total Empire Zone area must be zoned under the local zoning resolution for commercial or industrial use as-of-right; and 

3. At least 25 percent of the total land within the Empire Zone area must be vacant, abandoned or otherwise available for commercial or industrial use.



Applications for designation of an area as an empire zone are submitted to the New York State Commissioner of Economic Development who is authorized to make recommendations to the Empire Zone Designation Board but it is the Empire Zone Designation Board that actually makes the designation from among those recommendations. This Board consists of the New York State Commissioner of Taxation and Finance, the State Director of the Budget, the State Commissioner of Labor, two members appointed by the Governor, one member appointed by the Temporary President of the Senate, one member appointed by the Speaker of the Assembly, and two non-voting members, one of whom is appointed by the Minority Leader of the State Senate and one of whom is appointed by the Minority Leader of the State Assembly. The Governor designates the chairman of the Board from among the voting members.

Legislative Amendments to Program as of April 2005


Additional zone designations as well as new business-tax provisions highlight a few of the changes to the Empire Zone Program which are designed to help the State to better realize the Program’s intended outcomes – jobs, investment and revenue. 

The following highlights the changes to the Empire Zone Program effective as of April 1, 2005: 

( Empire Zone designations remain in effect until June 30, 2011. Companies certified after April 1, 2005 but before     June 30, 2011 are eligible to receive a full 10-year benefit period.

( Additional zone designations for counties without them – three new Empire Zones will

   be designated for four years among the 11 counties that do not currently have a zone

   along with an additional zone in Chinatown, New York City (this zone has been

   officially designated).

( Higher business certification standards to insure economic benefits to the state.

(  A shortened benefit period; reduced from 15 years to 10 years at 100 percent (10 at

   100 percent with a 20 percent decline each year thereafter).

(  Modification of credit calculation formulas intended to intensify job and investment

    incentives for zones deemed “investment zones.”

(  Added flexibility for “regionally significant” projects, designed to make the program

    more competitive in capturing economic development projects.

( Cost benefit analysis required for businesses seeking certification in order to help

   ensure economic benefits to the local zone and the State. 

(  additional employment test required for businesses with zero base years with

    employment numbers of zero.


Another significant development of the new legislation is that the program now distinguishes existing and future zone designations as either an “investment zone” or a “development zone.” The legislative intent of distinguishing between the two was to intensify job and investment incentives in industrial areas within urban and mature suburban locations; such area designations will now be called “investment zones” The “development zone” title will be afforded to countywide designations that are found in more rural surroundings. However, a countywide designation is permitted to have as many as three of its six required core areas named as an “investment zone.” The type of zone that a company is in will impact some credit calculation methods. 
.”  


The type of zone that a company is in will affect credit calculation methods.  Businesses certified in an “investment zone” receive an enhanced wage tax credit of $2,000 for employees earning more than $40,000 annually.  In any type of zone, a certified company that adds jobs and investment may, through the real property tax credit (RPTC), receive a full credit on property taxes paid. If the state liability is “zeroed out” from other tax credits, the remaining RPTC results in a refund by the state
.


Businesses certified in a “development zone” are subject to additional factors that make the calculation more stringent, although companies still have the potential to receive the full amount of property tax paid as a credit or refund for 10 years.
.  


The recent State legislation also builds in greater flexibility to the Program by casting a wider net for potential economic development projects by designating “regionally significant projects.”   “Regionally significant projects” allow certification of an individual parcel of land outside of a zone boundary.  Such projects can be of a number of different business industry categories and are accompanied by requirements for new jobs and investment.  Such industry categories include: manufacturing, agribusiness, high technology, biotechnology, financial or insurance services, and distribution
.

Summary of Program Benefits

Brief summary of program benefits as of April 1, 2005:


Wage Tax Credit: Provides a five-year credit of $1,500 to $3,000 for each newly created job in a zone.  Credits can be taken for as much as 50 percent of the business’s state corporate franchise tax; unused credits can be carried forward.  A new business can request a refund of 50 percent of unused credits.  Unlike with most of the other credits in the program, businesses moving from within the state can get a credit for existing jobs moved into the zone, as long as the jobs were created after the zone parcel was designated.


Investment Tax Credit: Offers a 10 percent credit for an investment made by a corporation (8 percent for personal income taxpayers) in property and/or equipment within a zone.  Property must be principally used for manufacturing, assembly, processing, or research and development, or for the buying and selling of securities by financial institutions primarily engaged in this function.  Unused credits can be carried forward and new businesses can request a refund of 50 percent of unused credits.


Employment Incentive Credit: This can be taken in addition to the ITC for companies that have increased employment to a level at least 101 percent of average employment previous to when the investment was made.  This credit is an additional 9 percent of the investment cost and is taken over three years.


Sales and Use Tax Refund:  This can be applied to the State portion of the sales tax (4 percent) for purchase of building materials that become part of the real property in a zone.


Qualified Empire Zone Enterprise (QEZE) Credits: Available for certified company that initially passes a new business test and each year passes an employment test which insures that the business exceeds the four-year average employment prior to certification. QEZE credits comprise the following three benefits:

1) Sales Tax Exemption:  Applies to all personal tangible property and services directly used by a certified EZ business.  The exemption is on the state portion of the sales tax and can be applied for all purchases to be used by an EZ-certified business.

2) Tax Reduction Credit: Through this credit, as additional jobs are created  

      and/or investments made, a company can reduce its corporate franchise tax

      liability to zero.  Unused credits cannot be carried forward or refunded.  

3)  Real Property Tax Credit/Refund: Credits are a function of jobs created and/or

     investments made can be obtained as a cash refund for unused credits up to the

     amount of real property taxes paid or as payment in lieu of taxes (PILOT 

     payment).

Int. No. 421


In light of the recent legislative changes in April 2005, this bill seeks to amend the administrative code of the city of New York as in relation to authorizing an application for redesignation of certain areas within the city of New York as empire zones. As such, pursuant to subdivision (d) of section 957 of the General Municipal Law, certain empire zones referred to as “investment zones”, including the Port Morris empire zone, the East Harlem empire zone; the East Brooklyn empire zone, the South Jamaica empire zone; the Hunts Point empire zone, the Southwest Brooklyn empire zone, the North Shore empire zone, the Far Rockaway empire zone, the Brooklyn Navy Yard/North Brooklyn empire zone, and the West Shore empire zone, must be configured each into up to three distinct and separate contiguous areas.


Pursuant to subdivision (a-3) of section 960 of the General Municipal Law, the initial and separate contiguous areas must be approved by the empire zone designation board. An application for redesignation of such areas as an empire zone must be submitted in accordance with section 961 of the General Municipal Law.


The bill describes in each of the aforementioned empire zone’s section the new block and lot designations. Each section also authorizes the city of New York to submit an application for redesignation of the named empire zones’ areas, and that each application shall be submitted to the New York state commissioner of economic development for ultimate approval by the empire zones designation board.


Lastly, pursuant to Article 18-B of the General Municipal Law, each empire zone’s Administrative Board as presently constituted is hereby continued. Also, pursuant to subdivision (a) of section 963 of the General Municipal Law, the chairperson of the New York City Economic Development Corporation shall be each named empire zone’s certification officer.

Amendments/Changes to Proposed Int. No 421-A


The following are the amendments and/or changes made to Proposed Int. No 421-A since its inception:

· North Brooklyn – Area 3, Block: 2023, Lot: 446 has been deleted.

· East Brooklyn -    Area 2, the range of BBLs from Block: 2278 to Block: 2643 have been deleted.

· Southwest Brooklyn
 This zone has been divided into Areas 1 and 2. In Area 1, Blocks 439, 453, 967 and 972 have been deleted.

· North Shore _      Area 1, Block:2705, Lot: 3 has been deleted. Area 1, Block: 2705, Lot: 225 and Block: 2705, Lot: 250 have been added.

· West Shore -       Area 1, Block: 1835, Lots 150 and 350 have been deleted. In Area 2, Block: 1760, Lots 1 and 115 have been deleted. (These are the block and lots where the proposed NASCAR site is located) while Lot 215 has been added to said Block 1760.

� Most of the incentives and tax benefits are funded by the State.  However, localities are authorized to provide additional incentives, such as matching sales tax exemptions and real property tax abatements.  For example, New York City also offers the Industrial and Commercial Incentive Program (ICIP) that provides partial tax exemption for eligible industrial and commercial buildings which are constructed, modernized, rehabilitated, expanded, or otherwise physically improved 


� http:/www.empire.state.ny.us/serv_location_edz-ez.html.


� In April 2005, the State Legislature authorized the creation of eleven additional Empire Zones throughout the State in specified counties (those counties in New York State that did not already have an Empire Zone), and an additional one “in New York County in the vicinity south of East Houston Street, east of Broadway, west of the East River, and north of Chambers Street and the Brooklyn Bridge, in an area commonly known as Chinatown.” (Chapter 63 of the Laws of 2005). The State legislation authorized the designation from among those of up to three (3) new Empire Zones in each of the next four (4) calendar years, including this year (General Municipal Law §960(b)).


� General Municipal Law, Article 18-B, §958(a)(i).


� General Municipal Law, Article 18-B, §958(a)(ii).


� General Municipal Law, Article 18-B, §958(a)(iii).


� By specifying boundaries for a Chinatown/Lower East Side Empire Zone, the State Legislature has implicitly determined that the Program requirements were met or determined that such criteria need not be met. The Committee on Economic Development passed Int. No. 693 on September 15, 2005 by a vote of five in the affirmative, none in the negative, with no abstentions.








� Ceretti, Anthony and Tobjy, George, KPMG, Area Development Online, “Empire-Building in New York,” October, 2005. www.greeneeconomicdevelopment.com/news/Empire.htm  


� Ibid.


� Ibid.


� Ibid.


� Ibid.
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