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FISCAL IMPACT STATEMENT

PROPOSED INTRO. NO:  592-A

COMMITTEE: Housing and Buildings

	TITLE: A Local Law to amend the administrative code of the city of New York, in relation to the preservation of hotels certain hotels, a moratorium and report relating to such preservation, and the expiration and repeal of such amendments. 
	SPONSOR(S): Council Members Johnson, Chin, Torres, Reynoso, Richards, Levine, Miller, Van Bramer, Kallos, Rodriguez, Dromm, Lander, Ferreras, Lancman, Rose, Constantinides, Deutsch, Espinal, Eugene, Gentile, Gibson, King, Levin, Maisel, Cumbo, Rosenthal, Mendez, Menchaca, Cohen, Treyger, Arroyo, Cabrera and Koslowitz


SUMMARY OF LEGISLATION: The proposed legislation would impose limited, short-term restrictions on the conversion of larger hotels in Manhattan to other uses to facilitate the preparation and consideration of a comprehensive report to be completed. These restrictions would permit the maintenance of the City’s inventory of hotels pending the development and implementation of the recommendations of such report. 
Under the legislation, the Department of Buildings would be prohibited from issuing a work permit to any Manhattan hotel with 150 rooms for work in connection with converting more than 20 percent of the floor area utilized for sleeping units into non-hotel uses. An owner of such hotel could apply for a waiver from the Board of Standards and Appeals. Prior to issuing any waiver, the Board must hold at least one public hearing on the application. In assessing the application, the Board must consider whether denying the permit would permit a reasonable rate of financial return, including consideration of the financial state of the existing hotel space, and any practical difficulties or unnecessary hardship that may result from the denial of the permit. Any waiver granted by the Board must be to the minimum extent necessary to afford relief. 
In addition, within six months of enactment, this legislation would require one or more City agencies designated by the Mayor to conduct a hotel industry report outlining the short-term and long-term economic effects of hotel conversions on the City, including its effects on employment. The report would also include recommendations for the preservation of hotels, including zoning amendments, regulatory actions and financial incentives to enhance the hotel industry. The report would include input from relevant stakeholders, including hotel industry representatives, elected officials, community groups, and others. 

EFFECTIVE DATE: This local law would take effect immediately, and would expire and be deemed repealed two years after its effective date.

FISCAL YEAR IN WHICH FULL FISCAL IMPACT ANTICIPATED: Fiscal 2016
FISCAL IMPACT STATEMENT:
	

	Effective FY15

	FY Succeeding Effective FY16
	Full Fiscal Impact FY16

	Revenues
	$0
	$0
	$0

	Expenditures
	$0
	$0
	$0

	Net
	$0
	$0
	$0



IMPACT ON REVENUES AND EXPENDITURES: It is estimated that this legislation would not have an impact on revenues or expendituresThis is true despite the fact that a hotel conversion, if and when one does occur, is likely to have some impact on revenues or expenditures (be it negative or positive). However, the highly irregular and unpredictable nature of conversions mean that for planning purposes of the City, the fiscal impact of this bill is effectively zero.
The incidence of converting hotels into other uses is not a regular occurrence. Indeed, in the 11 year period from 2003 to 2014, there were only 14 conversions of hotels into condos in the City, though pace was not regular and conversions only occurred in two out of three years. 
The impact of a conversion on taxes paid to the City depends on the use into which the building converts. While the City will see a loss of hotel tax revenue from a conversion, this loss may or may not be made up by adjustments to the property taxes and the possible collection of the commercial rent tax. Even if the post-conversion value of the property is higher, the legal quirks of the property tax system can result in artificially lowered assessments and taxes; this is particularly true of assessments of condos. So a conversion may result in a positive or negative impact in revenues for the City.
The irregular nature of hotel conversions mean that has been no discernable pattern impacting City finances. Furthermore, the proposed legislation does not outright ban conversions, but does allow a number of instances where conversions may still occur, which only further serves to make conversions an unpredictable event. The unpredictable nature of hotel conversions and the lack of any specific conversions that would be undone by this bill mean that the fiscal impact of any conversion is not a part of the revenue estimates in the financial plan used by the City. Therefore this bill would have no impact on the estimates in the financial plan, and therefore has no fiscal impact.
[bookmark: _GoBack]Additionally, it is estimated that this legislation would not have an impact on revenues or expenditures because the Board of Standards and Appeals would use existing resources to review applications for waivers and to hold public hearings. 
SOURCE OF FUNDS TO COVER ESTIMATED COSTS: Not applicable. 
SOURCE OF INFORMATION:  New York City Council Finance Division			       
			        
ESTIMATE PREPARED BY:	Emre Edev, Principal Legislative Financial Analyst
Sarah Gastelum, Legislative Financial Analyst 
	
ESTIMATE REVIEWED BY:	Rebecca Chasan, Assistant Counsel, City Council Finance Division
Raymond Majewski, Deputy Director/Chief Economist, City Council Finance Division
Tanisha Edwards, Chief Counsel, City Council Finance Division
LEGISLATIVE HISTORY: This legislation was introduced to the full Council on December 17, 2014 as Intro. 592 and was referred to the Committee on Housing and Buildings. A hearing was held by the Committee on Housing and Buildings on April 1, 2015 and the bill was laid over. The legislation was subsequently amended, and the amended version, Proposed Intro. 592-A, will be considered by the Committee on May 11, 2015. Following a successful Committee vote, the bill will be submitted to the full Council for a vote on May 14, 2015. 
DATE PREPARED: May 8, 2015
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