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TITLE: 
                                          Resolution calling upon the State of New York to end the real property tax exemption granted to Madison Square Garden (“MSG” or the “Garden”) so that the revenue raised from putting MSG back on the City’s property tax rolls can be used to provide City services or tax relief to City residents.

.

BACKGROUND


Chapter 459 of the Laws of 1982 was enacted by the State Legislature and signed into law in July 1982 by the then governor of New York State, Hugh Carey. The law added Section 429 to the State Real Property Tax Law granting, in effect, a full property tax exemption to Madison Square Garden (“MSG” or the “Garden”) in perpetuity as long as certain conditions were met.  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 National Hockey League (NHL) team and a professional National Basketball Association (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 mayor (who at that time was Mayor Edward Koch) that the teams were to play their home games in New York City for at least ten consecutive years.   The exemption would continue so long as both teams play all their home games in that facility.  



At the time the exemption was granted, the City of New York had been negotiating with the owners of Madison Square Garden, owners of the New York Knicks and the New York Rangers, in an effort to assist these teams to continue to play their home games in the City.  The Administration was concerned that the City would lose both teams because of escalating costs to the Garden of labor, taxation and energy.  The City also argued that the Garden was a great benefit to the City as a cultural institution.  In addition to the sports teams, the Garden provided a venue for numerous events, such as the circus, musical concerts and political conventions.  These activities generated revenue for the City and jobs for its residents. 


Since 1982, the Knicks and the Ranger teams have been playing their home games in the Garden  (except for this year when the NHL season was cancelled due to the players’ strike). Consequently, for more than twenty years, the owners of Madison Square Garden have benefited from a full property tax exemption for the facility it uses for all sports events, entertainment activities, conventions, trade shows, and other events.  In effect, the City is treating MSG like a not-for-profit institution that is granted full exemption from property taxes, except that the Garden is not used exclusively for non-profit activities.  


However, 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 (ICIP) or payments in lieu of taxes (PILOTs) required from certain projects approved by the Industrial Development Agency or the Economic Development Corporation. 




From 1968, when the Garden opened, until 1982, MSG paid real property taxes, according to a report published by the City’s Independent Budget Office. 
  IBO also notes in the report that privately owned sports arenas recently constructed in other cities, such as the Fleet Center in Boston and the United Center in Chicago, generally pay property taxes, although they may receive government benefits such as access to tax exempt financing and public investment in related infrastructure projects.  Cablevision Systems Corporation through its wholly-owned subsidiary, Rainbow Media Holdings LLC, owns interest in and manages the Madison Square Garden sports and entertainment business.  MSG owns and operates the Madison Square Garden Arena and the adjoining Theater at Madison Square Garden, professional sports teams—principally the Knicks and the Rangers—the MSG Network, Fox Sports Net New York, Radio City Music Hall and other out-of-town entertainment venues.  MSG derives revenue primarily from the sale of tickets, including luxury box rentals, to sporting and entertainment events, and from rents paid by promoters of other events held at the Garden and Radio City Music Hall.  MSG also collects revenue from the sale of advertising, from food, beverage and merchandise sales and well as from the licensing of its trademarks.  In addition, MSG collects fees from its cable broadcasting of sporting events. 
   


According to Cablevision’s most recent consolidated financial statement filed with the Securities and Exchange Commission, the Madison Square Garden segment of their business accounted for 18 percent of Cablevision’s 2003 revenue.  MSG collected $789.7 million in net revenue in 2002 and $772 million in 2003.  However, MSG’s operating income totaled $56.7 million in 2002 and only $4.5 million in 2003.  The decline in income in 2003 is mainly attributed to lower affiliate fees and advertising revenue from the MSG Networks and fewer events at the Garden.  More than likely, net revenue and operating income will also suffer in 2004 due to the cancellation of the NHL season and the possible failure of the Knicks to qualify for the NBA playoffs. 
    


FISCAL IMPACT


Since Fiscal 1983, MSG has been receiving a full property tax exemption.  The nominal value of the exemption from Fiscal 1983 through the upcoming property tax year beginning July 1, 2005 (Fiscal 2006) is $190.5 million.  Adjusted for inflation, using calendar year 2005 as the base year, the cumulative value is $251.6 million.  The City’s Department of Finance (DOF) set the market value of the Garden at about $124 million when the exemption was granted. The property taxes were approximately $5 million, where they remained for the next several years until the value of the property started to increase.  As of Fiscal 2006, the market value of the Garden has reached $237 million. The estimated property tax would be nearly $12 million.  Since Fiscal 2004, the nominal value of the property taxes for the Garden has been more than $11 million per year.  Based on the projection of continued health 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 $12 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. 

RES. NO. 277


Resolution 277 calls upon the State of New York to introduce legislation amending the real property tax law to end the real property tax exemption granted to Madison Square Garden so that the revenue raised from putting MSG back on the City’s property tax rolls can be used to provide City services or tax relief to City residents.
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� Letter to the Honorable Hugh L. Carey from Mayor Edward I. Koch, dated July 6, 1982, urging the Governor to approve the bill.


� 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. 


� Budget Options for New York City, New York City Independent Budget Office, February 2005, p. 55. 


� Cablevision Systems Corporation, Annual Report to the Securities and Exchange Commission, for the fiscal year ended December 31, 2003, pp.43-44.


� Cablevision, SEC Filing, December 31, 2003, pp. 43, 57-58.










