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TITLE:
To amend the New York city charter, in relation to the annual report required by certain entities which enter into contracts with the department of small business services.

CITY CHARTER:
Amends paragraph b of subdivision 1 of section 1301 of the Charter.
INTRODUCTION

On November 4, 2010, the Committee on Small Business will hold a hearing to consider Int. No. 256, a local law to amend the New York city charter, in relation to the annual report required by certain entities which enter into contracts with the department of small business services.  Int. No. 256 would strengthen and clarify several aspects of annual reports issued by the Economic Development Corporation (EDC) by extending the duration of reporting requirements and requiring that annual reports be more easily accessible to the general public.  Representatives from the SBS, EDC, small business advocates and other interested parties have been invited to testify.    

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”), with the hope of creating or maintaining jobs.  Although it is generally agreed 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 was enacted by the City Council in response to these concerns.  Local Law 69 required 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, through SBS 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.

Local Law 69 required reporting on projects that involve a loan, grant or tax benefit in excess of $250,000; or a sale or lease of real property where the project is estimated to retain or create at least 25 jobs.  The information required to be reported under Local Law 69 included descriptive data on certain projects covering a seven-year period, a calculation of the amount of City assistance provided to the businesses, and an estimation of the amount of retained or additional tax revenues generated by said projects.  

After Local Law 69 went into effect, numerous criticisms of the law were made regarding the limited amount of information contained in the report about companies receiving subsidies, the omission from the report of certain programs for which individual businesses received subsidies, a the lack of information on the total cost of the subsidy or subsidies awarded to each company, or what, if any, contractual obligations the companies made with the City in exchange for subsidies, and the limited seven-year reporting period which was mandated by the law, as many City incentives such as tax abatements and industrial bonds can run for at least 15 years.

In response to some of the criticisms of Local Law 69, the Council passed Local Law 48 in 2005 in order to strengthen the reporting requirements.  As a result, Local Law 48 imposed the following: 

· Mandated that annual reports be distributed to the comptroller, borough presidents and public advocate;  

· Required that the reports be made available on EDC’s website;
· Increased the number of projects for which a report would have to be issued by mandating that any project in which the business entity received subsidies from the city totaling $150,000 (instead of $250,000) would have to be included in a report;
· Extended the length of time that the report had to be issued, from seven years from the date when the project began, to every year that the project receives any subsidy from the City for projects commencing after July 1, 2005;
· Expanded the description of the types of jobs that were to be accounted for concerning job retention reports, including requiring a count of the total number of employees at each job site within the City at the start of the agreement, the number of permanent full and permanent part-time employees, the number of full-time equivalents and, under certain circumstances, contract employees;
· Mandated reporting on whether all full-time as well as part-time employees are offered health benefits by the employer receiving subsidies;
· Mandated that for entities having 250 or more employees, the report was to 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;
· Required the report 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; and
· Required a list of all commercial expansion program benefits, industrial and commercial incentive program benefits received through the project agreement, as well as relocation and employment assistance program benefits received and the estimated total value of each for the reporting year.

DISCUSSION of INT. NO. 256 

Int. No. 256 would not substantively alter the reporting requirements.  Rather the aim of Int. No. 256 is to make the information gathered from the implementation of economic development projects more readily and easily accessible to the general public.

Bill section one of Int. No. 256 amends paragraph b of subdivision 1 of section 1301 of the New York City Charter by first expanding the duration of the reporting period for all projects regardless of the starting date from seven years to the duration of the project, so long as the business entity involved in such project is still receiving subsidies from the City.

For projects consisting of a sale of City-owned land, the bill would expand the reporting period from seven to fifteen years.

The bill also would require that project reports be made available on line on EDC’s website in a commonly available non-proprietary database format, which would allow the public to more effectively analyze the content of the reports.

Additionally, Int. No. 256 would move a paragraph defining the term “affiliate” from the middle of charter section 1301 (1) (b) to the end of such section in order to allow an uninterrupted description of the reporting requirements described earlier in the section.


Finally, bill section 2 of Int. No. 256 would provide that this law become effective immediately upon enactment into law.

� See Report, Good Jobs New York, “Know When to Fold ‘Em: Time to Walk Away from NYC’s Corporate Retention Game,” by Bettina Damiani and Stephanie Greenwood,  February 2004.
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