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TITLE: 
Resolution calling upon the New York State Legislature to pass, and the Governor to sign A.6597/S.4609, legislation which would repeal provisions of law granting a real property tax exemption to Madison Square Garden.

BACKGROUND


Madison Square Garden (“MSG”) draws over four million sports and entertainment fans through its doors each year and plays host to more than 400 events.


MSG is also home to a National Basketball Association (“NBA”) team, the New York Knicks, and a National Hockey League (“NHL”) team, the New York Rangers, which together generate tremendous revenue for the City.
  The owners of MSG, Madison Square Garden, L.P. (“MSG Co.”) also own Radio City Music Hall and the Beacon Theatre, through which they provide a venue for many cultural events, such as the circus, musical concerts, and political conventions.
 


According to the MSG Co., MSG employs nearly 6,000 full-time, part-time, seasonal and per diem workers and generates more than $528 million to the New York City economy in direct and indirect spending amounts.  Additionally, MSG owns the Garden of Dreams Foundation, which has provided aid to over 250,000 children and families in crisis as result of 9/11, Hurricane Katrina, and Hurricane Sandy.

From 1968, when MSG opened, until 1982, the owners of MSG paid real property taxes. During the early 1980s, escalating energy, labor, taxation, and energy costs made the City a very expensive place to play professional sports.  In light of these increasing costs, then Mayor Edward Koch (the “‘Administration”) was concerned that the City would lose both teams, along with the revenue generated from having these teams play their home games in New York City.  In efforts to encourage the Knicks and the Rangers to continue to play their home games in the City, a property tax exemption was given to MSG in 1982. 


Chapter 459 of the Laws of 1982 was enacted by the State Legislature and signed into law in July 1982 by then governor of New York State, Hugh Carey.  The law added Section 429 to the Real Property Tax Law granting, in effect, a full property tax exemption to MSG as long as certain conditions were met.   Specifically, the law required that:


“ Real property within a city having a population of one million or more, used by both a professional major league hockey team which is a member of the National Hockey League and a professional major league basketball team which is a member of the National Basketball Association to play their home games shall be exempt from taxation…, provided that such owners enter into a written agreement with the chief executive officer of the municipality in which such property is located to play their home games within such municipality for a period of at least ten consecutive years.”


The law stipulated that the tax exemption would be granted to a facility located in New York City which is used by both a professional NHL team and a professional NBA team to play their home games.
   In order to obtain the exemption, the owners of the teams were required to enter into an agreement with the Administration that required the teams to play their home games in a facility located in New York City for at least ten consecutive years.
   The exemption would continue so long as both teams played all their home games in that facility.
  


Since 1982, the Knicks and the Rangers teams have played their home games in MSG (except between September 16, 2004 and July 22, 2005, when the 2004-05 NHL season was cancelled because of a labor dispute). Consequently, for more than thirty years, the owners of MSG have benefited from a full property tax exemption for the facility they use not only for sports teams, but also for entertainment activities, conventions, trade shows, and other events.  In effect, by providing a perpetual property exemption to MSG, many argue that the City is treating MSG like a not-for-profit institution, except, of course, that MSG is not used exclusively for non-profit activities.  


Most other exemptions the City makes available to encourage economic development and business retention are given for specified and finite periods of time. These include incentives for construction and rehabilitation, as well as tax exemptions and abatements offered under the City’s Industrial and Commercial Incentive Program and the Industrial and Commercial Abatement Program.

Unlike most property tax exemptions given to for-profit organizations, MSG receives this benefit in perpetuity, regardless of whether the conditions and incentives initially justifying the benefit no longer remain. 

Indeed, in 2002, former New York City Mayor Ed Koch, told the New York Times that he believed the 10 year reference in the State law was the exemption’s duration, not the requirement that the teams remain in the City for at 10 years from the date of the agreement. “I went to bed at night believing it was a 10-year abatement, There’s no question.”  Further, Allen G. Schwartz, who represented then Mayor Ed Koch,  told the New York Times that “The deal we made, as I understood it, was that the Knicks and Rangers would be required to remain in New York City and the extent of the abatement would be for 10 years…somehow there was a slip between the cup and lip”. 

According to a report published by the City’s Independent Budget Office (“IBO”), privately owned sports arenas recently constructed in other cities, such as the Fleet Center in Boston and the United Center in Chicago,  are subject to property taxes, although they may receive government benefits such as access to tax exempt financing and public investment in related infrastructure projects.
  Similar to its sports arena counterparts,  MSG derives its revenue primarily from the sale of tickets (including luxury box rentals), sporting and entertainment events, and rents paid by promoters of other events held at MSG and Radio City Music Hall.  MSG also collects revenue from the sale of advertising, food, beverages, merchandise, and the licensing of its trademarks. 

FISCAL IMPACT


Since Fiscal 1983, MSG has been receiving a full property tax exemption. According to the IBO, for Fiscal 2015, the estimated forgone revenue that the City loses as a result of MSG’s property tax exemption is $17.3 million, and the nominal value of the exemption from Fiscal 1983 through the current property tax year, Fiscal 2014, is over $300 million.  Based on the projection of the City’s economy, and the revenue stream from MSG related activities, it is more than likely that the annual tax will be in the range of $17.3 million for the next few years.  Proponents of eliminating the exemption argue that the additional funds could help fund services in the City—especially those that have been vulnerable to cuts over the last several years. 

On January 8, 2014, New York State Assembly Member David Weprin and New York Senator James Sanders introduced A.6597/S.4609 (“State legislation”), respectively, legislation which would repeal section 429 of the Real Property Tax law, which provides a real property tax exemption to Madison Square Garden.  According to the Memorandum in Support for the State legislation, “the purpose of this bill is to eliminate a property tax exemption for a $4.4 billion dollar corporation.” 
PRECONSIDERED RESOLUTION

Today, the Committee on Finance will meet to consider a Preconsidered Resolution, which calls upon the New York State Legislature to pass, and the Governor to sign A.6597/S.4609, legislation which would repeal provisions of law granting a real property tax exemption to Madison Square Garden. 


Madison Square Garden, the Independent Budget Office, and the public have been invited to testify

�


 








� See Factoids provided by the Madison Square Garden Company to the Committee on May 12, 2014. (on file with Committee).


� See Section 429 of the New York State Real Property Tax Law.


� See supra n. 1


� See RPTL §429.


� See id. 


� See id. See also Agreement, dated July 15, 1982, between the Mayor of the City of New York, and Madison Square Garden (on file with the Committee).


� See id.


� ICIP grants exemptions of up to 25 years (16 years of full exemption followed by a nine-year phase-out period) for industrial construction and commercial construction located in special exemption areas. This program provides abatements for property taxes for periods of up to 25 years. To be eligible, industrial and commercial buildings must be built, modernized, expanded, or otherwise physically improved. ICAP replaced the Industrial Commercial Exemption Program (ICIP), new applications for which ended in 2008, but existing benefits are unaffected. See the website of the Department of Finance available at � HYPERLINK "http://www.nyc.gov/html/dof/html/property/property_tax_reduc_incentive.shtml" �http://www.nyc.gov/html/dof/html/property/property_tax_reduc_incentive.shtml� (last accessed May 12, 2014.





�Budget Options for New York City, New York City Independent Budget Office, December 2013, p. 64 available at � HYPERLINK "http://www.ibo.nyc.ny.us/iboreports/options2013.pdf" �http://www.ibo.nyc.ny.us/iboreports/options2013.pdf� (last accessed May 12, 2014).








1

