
    





Staff:
Jeffrey Haberman 









Counsel and Deputy Director









Infrastructure Division

[image: image1.png]





THE COUNCIL

REPORT OF THE INFRASTRUCTURE DIVISION

Robert Newman, Legislative Director
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INT. NO. 940:
By: Council Members White, Jr. and Comrie (by request of the Mayor) 
TITLE:

A Local Law to amend the Administrative Code of the city of New York, in relation to the boundaries of the Chinatown/Lower East Side empire zone.


ADMINISTRATIVE CODE:
Amends title 22 by adding subdivisions (e) and (f) to section 22-715.

I.
Introduction

On June 4, 2009, the Committee on Economic Development, chaired by Council Member Thomas White Jr., will hold a hearing on Int. No. 940 – A Local Law to amend the administrative code of the City of New York, in relation to the boundaries of the Chinatown/Lower East Side empire zone. (Int. No. 940 is annexed).  
II.
Background


In 1986 New York State established the Empire Zone Program (formerly known as the Economic Development Zone Program) through which a variety of tax benefits are offered to companies who move into or expand their operations within prescribed geographic areas known as Empire Zones. There are eleven (11) such zones in New York City. 


The following incentives are available to businesses taking part in the Program:
 

Wage Tax Credit
Employee Wage Tax Credits are applied against a business's state tax liability. An Empire Zone employer, paying employees at least 135 percent of minimum wage, may be entitled to a $3,000 credit for targeted employees or $1,500 credit for all non-targeted employees. Both credits may be taken for up to five consecutive years, beginning with the first tax year in which Empire Zone wages are paid. An additional $500 credit is available in investment zones for jobs paying $40,000 or greater.

Targeted employee
A targeted employee is a New York State resident who receives Empire Zone wages and who is eligible under the federal Work Opportunity Tax Credit “WOTC” program, (the WOTC program was designed to promote the hiring of individuals who qualify as a member of a target group while simultaneously providing a federal tax credit to employers who hire these individuals) or is eligible for benefits under the Workforce Investment Act as a dislocated worker or a low-income individual, or has received public assistance benefits anytime within the previous two years (e.g. cash payments including Temporary Assistance to Needy Families (TANF), Safety Net, Medicaid, Food Stamps), or has income below the United States Commerce Department's established poverty level, or is a member of a family whose income is below poverty level or is an honorably discharged veteran from any branch of the United States Armed Forces.

Based on the number of jobs created, the company's assets in the Zone and income taxes owed by the company, Qualified Empire Zones Enterprises (QEZE) are eligible to receive the following tax credits and exemptions:

QEZE Sales Tax Exemptions: 

Qualified Empire Zone Enterprises (QEZEs) are granted a 10-year exemption from State sales tax on purchases of goods and services (including utility services) used predominantly in an Empire Zone.

QEZE Credit for Real Property Taxes: 

Qualified Empire Zone Enterprises are allowed a refundable credit against business or income tax equal to a percentage of real property taxes paid in the zone (effective for taxable years beginning on or after January 1, 2001).

QEZE Tax Reduction Credit:

Qualified Empire Zone Enterprises are allowed a credit against business or income tax equal to a percentage of taxes attributable to the zone enterprise (effective taxable years beginning on or after January 1, 2001).

EZ Wage Tax Credit: 

This credit is available for up to five consecutive years for companies hiring full-time employees in newly created jobs. For employees in special targeted groups, this credit equals $3,000 per year, with a credit of $1,500 per year effective 1/1/2001, for all other new hires.
EZ Investment Tax and Employment Incentive Credits: 

Businesses that create new jobs and make new investments in production, property and equipment may qualify for tax credits of up to 19% of the company's eligible investment.
New Business Refund: 

Businesses new to New York State are entitled to a 50% cash refund of unused EZ-WTC and ITC amounts. Other businesses may carry forward unused credits indefinitely.
Utility Rate Savings: 

Special reduced electric and gas rates may be available through investor-owned utilities in New York State. Businesses that locate or expand their operations in an EZ may receive significantly reduced rates.
Zone Capital Credit: 

A 25% tax credit against personal or corporate income taxes is available for contributing or purchasing shares in a zone capital corporation; or for a direct equity investment in a certified zone business; or for contributions to approved community development projects within an EZ. A Zone Capital Corporation is an entity incorporated for the purpose of raising funds through private and public grants, donations or investments, to be used in making investments in and loans to certified zone businesses to encourage the establishment or expansion of such businesses, thereby providing new job opportunities within an economic development zone.

Sales Tax Refund or Credit: 

Purchases of building materials to be used for commercial or industrial real property located in an EZ are eligible for a refund or credit of NYS sales taxes. A similar refund or

credit of local sales tax may also be available from the locality.
Real Property Tax Abatement: 

EZs may offer tax abatements from an increased assessment, with the abatement value based on improvements to real property for up to 10 years. This holds true for up to seven years at 100%, decreasing over the last three years of the exemption. 

Technical Assistance: 

Each local zone office is staffed with professionals qualified to assist businesses locating or expanding in an EZ.


Businesses which receive Empire Zone benefits and fail to meet their job creation projection may have their certification revoked pursuant to Title 5 of the New York Rules and Regulations, Part 11.9 (5 NYCRR 11.9).
III.
East River Science Park



On March 5, 2009 the New York City Economic Development Corporation released a report (ERSP Report) on the proposal to re-draw the Chinatown/Lower East Side empire zone to create a separate and contiguous empire zone segment around the East Rive Science Park. (The ERSP Report is annexed).  The current designated Chinatown/Lower East Side Empire Zone has only 2/3rds of the acreage permissible for empire zones and the inclusion of the new acreage has the potential to expand employment, procurement, and educational opportunities in the field of science and technology.


The East River Science Park (ERSP) is located on the East River in Manhattan, immediately adjacent to New York University Medical Center and just north of Bellevue Hospital Center. ERSP is ideally situated along Manhattan’s medical/life sciences corridor – home to Mount Sinai, Weill Cornell, Memorial Sloan-Kettering, New York Hospital, Rockefeller University, Hospital for Special Surgery and Beth Israel.
 

The East River Science Park (ERSP) a collaboration between the New York City Economic Development Corporation and Alexandria Real Estate Equities, will be a state-of-the-art research and development campus for companies looking to establish a presence in the City.  The ERSP will also provide space for New York-based bioscience businesses looking to expand their current R&D efforts.
 

ERSP will have over 1.1 million square feet of office and laboratory space when completed and will be built in two phases. Construction of Phase I began in early 2007 and is expected to be complete by the end of 2009. Totaling 3.5 acres in size, ERSP has been zoned for bioscience use and will initially provide for 725,000 rentable square feet of scientific research and development space, with related office and retail. The second phase on an adjacent parcel will provide an additional 442,000 rentable square feet to accommodate your company’s future expansion needs. 


It is the Committee’s understanding that ARE-East River Science park, LLC, a subsidiary of Alexandria Real Estate Equities, Inc., the developer of East River Science park is investing $700 million in this project, that the City is providing $13.4 million in capital funds, New York State is providing $27 million to be used for related infrastructure work, $5.6 million through the New York City Industrial Development Agency and that Manhattan Borough President Stringer is providing $500,000 for the project. In addition, the Committee has been told that $2 million is being provided by the federal government and that New York City’s business community, through the New York City Investment Fund and Partnership for New York City, has committed to invest up to $10 million in capital to ERSP that may be accessed by the project’s tenants.
 

IV.
Revision of an Empire Zone

Article 18-b of the General Municipal Law, Section 969 (c) permits the revision of an empire zone’s boundaries:


(c)  The  governing  body  of  a city, county, town or village may, by resolution,  submit  to  the  commissioner  a  request  to  revise the boundaries  of  an  existing  empire  zone.  The commissioner may, after consultation with the commissioner of labor, approve such revision subject to the following provisions:

(1) Any revision of the borders of an empire zone shall be based upon a determination by the commissioner that a change in circumstances has occurred since the establishment of the existing borders which makes revision of such borders necessary or desirable.

(2) The commissioner shall affirm that such revision would not have the effect of producing an empire zone which does not satisfy the criteria for empire zone designation established by or pursuant to section nine hundred fifty-eight of this article.

(3) The commissioner may grant approval of revision of the borders of an empire zone after prior public notice and a public hearing at least thirty days prior to the effective date of such revision, if such revision adds territory to an existing empire zone.

(4) The commissioner may grant approval of a revision of the borders of an empire zone after public notice of such proposed revision and a public hearing at least thirty days prior to the effective date of such revision, if such revision removes territory from an existing empire zone.

(5) The revision of the borders of an empire zone shall have no effect on the duration of the designation of such empire zone as provided by subdivision (a) of this section.

(6) It is the policy to allow each zone no more than one boundary amendment within a twelve month period.  If, however, there is a change in circumstances involving extenuating factors within the year (such as the attraction/retention of a regionally significant project, which is consistent with the zone's development plan), the request will be considered.  Any request to revise the boundaries of an existing empire zone that would add or remove acreage from a zone shall not be submitted until the provisions of this subdivision are satisfied and the designation of the distinct and separate contiguous areas are submitted as required by section nine hundred fifty-seven of this article, unless the zone administrative board demonstrates that prior to the effective date of the amendments to this subdivision made by a chapter of the laws of two thousand five it has been working in conjunction with a business for the purpose of submitting such boundary revision that would result in the creation of jobs within the zone.  For purposes of section one hundred eighty-seven-j and articles nine-A, twenty-two, thirty-two, and thirty-three of the tax law, such business shall be deemed to have been certified prior to April first, two thousand five.

(7) The area subject to the boundary amendment is in an area where there is no viable alternative area that has existing public sewer or water infrastructure.

V.
Int. No. 940


Section 1 of Int. No. 940 amends Section 22-715 of the Administrative Code of the City of New York by adding two new subdivisions, (e) and (f).  Subdivision (e) requests, in accordance with General Municipal Law §969(c), that the Commissioner of Economic Development approve a proposed revision of the boundaries of the Chinatown/Lower East Side Empire Zone.  Upon approval by the Commissioner of the proposed revision, the boundaries of the zone as set forth in subdivision (d) of this section shall be superseded by the revised boundaries as set forth in subdivision (f) of this section.  Subdivision (f) establishes the revised boundaries of the Chinatown/Lower East Side Empire Zone.


Section 2 of Int. No. 940 provides that it will take effect immediately.

VI.
Conclusion


Today’s hearing will consider Int. No. 940.  To this end, the Committee intends to raise a number of relevant questions and issues regarding the proposed revision to the Chinatown/Lower East Side Empire Zone.
�Information available at � HYPERLINK "http://www.tax.state.ny.us/sbc/qeze.htm" ��http://www.tax.state.ny.us/sbc/qeze.htm�,  Accessed March 11, 2009. 


� 5 NYCRR 10.2 (n).


� NYC EDC Bioscience Initiative web site: � HYPERLINK "http://www.nycbiotech.org/east_river.html" ��http://www.nycbiotech.org/east_river.html�.  Accessed March 11, 2009.


� Id.


� Id.


� Id.
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