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Proposed Int. No.862:
By: Council Members O’Donovan (by request of the Mayor); also Council Member Abel

Title:
To amend the administrative code of the city of New York, in relation to modifying the criteria for eligibility for real property tax exemptions and abatements for industrial and commercial properties in certain areas of the city. 

Administrative Code: 
Amends subdivision (f) of §11-256; amends §11-256 by adding a new subdivision (f-1); amends paragraph (3) of subdivision (a) of §11-257 by adding a new subparagraph (f).

Background and Intent:
The Industrial and Commercial Incentive Program (ICIP), New York City Administrative Code §11-256 - §11-267, confers real property tax exemption benefits based on the type and location of commercial and industrial construction within the City of New York. ICIP is authorized by State Law, Title 2-D of the Real Property Tax Law (§§489-aaaa et seq), and was extended by the Council in August 1999 until 2003 (Local Law 44 of 1999).

Background

The ICIP program was developed in 1984 through Local Law 71 to attract and retain businesses in New York City which might otherwise locate or relocate elsewhere and to encourage the development of real property in areas that need economic development by creating a tax incentive program to accomplish these goals.  The program provides for exemption from or deferrals of taxation on eligible industrial or commercial buildings constructed, modernized, rehabilitated, expanded or otherwise improved physically.  Benefits under the ICIP program are granted “as of right” to all applicants whose projects qualify under law. The program is administered by the New York City Department of Finance (DOF), which is required to report to the Council on April 1st of each year on the status of the program.

According to DOF’s Fiscal Year 1997 report, the last report received by the Council, there were 2,500 projects either receiving or eligible for some kind of exemption from real estate taxes - including 2,078 projects receiving exemptions valued at $91.2 million and 385 additional projects that were eligible.  The DOF report indicated that 93%, or 1,921 of the projects receiving ICIP benefits, were located outside of Manhattan (60% in Queens and Brooklyn, 33% in Staten Island and The Bronx) with an estimated exemption value of $66.2 million.  The 1997 report further indicated that 86% of the projects were used for commercial purposes and 14% for industrial purposes, with 84% having construction costs of less than $1 million.

Benefit Description


Pursuant the Real Property Tax Law (RPTL), in a city of one million or more persons, the local legislative body is authorized and empowered to determine incentives consistent with the chapter. The RPTL authorizes establishing a Temporary Commercial Incentive Boundary Commission (“Boundary Commission”), consisting of eleven members, to determine boundaries and designate areas under the program.  The RPTL authorizes six types of area classifications to be determined by the Boundary Commission: “special exemption areas”; “regular exemption areas”; “deferral areas”; “excluded areas”; “renovation exemption areas”; and “new construction exemption areas”.  Tax exemption benefits under the program are based on the type of work performed - industrial, renovation or commercial construction - and by area designation.
Regardless of the location within the City, industrial construction work projects receives the maximum benefit of a full tax exemption for 13 years, followed by nine years of a declining exemption, which is reduced by 10 percent annually.  The benefits for commercial construction work projects vary depending on the location of the project.  In what are deemed "regular exemption areas," Manhattan north of 96th Street and portions of the four other boroughs not designated as "special exemption areas", projects are eligible for a full tax exemption for eight years and four years of a declining exemption. “Special exemption areas”, as determined by the Boundary Commission and only located north of 96th Street in Manhattan and outside of Manhattan, were eligible for a full tax exemption for 13 years, followed by nine years of a declining exemption, phased in at 10 percent each year.  

Changes made to the original program in 1995 included an extension of the exemption for commercial construction work in the “regular exemption areas” from 12 to 15 years, and in “special exemption areas” from 22 to 25 years for applications filed on or after July 1, 1995.  Industrial projects also received an increase in the exemption period from 22 to 25 years and a tax abatement for 12 years.  For all industrial projects and commercial projects throughout the City, except for the area south of 96th Street in Manhattan, there was a reduction in the minimum required expenditure for industrial construction work or for commercial construction work from 20 percent of the initial assessed value of the property to 10 percent.   

In addition, ICIP benefits were extended to mid-Manhattan (south of 59th Street) in 1995. Office building renovations in these “renovation exemption areas” are entitled to a 12-year tax exemption on the increase in a building's assessed valuation due to the renovation. The exemption is for 100 percent of the increased assessed valuation for the first eight years after the developer obtains his or her building permit from the Department of Buildings, and then the exemption decreases by 20 percent each year until full taxes are paid in year thirteen. 

The proposed bill seeks to amend the ICIP program to make it consistent with Chapter 261 of the Laws of 2000, which codified benefits available under the “Outer Borough Development Plan” agreed upon by the Mayor and the City Council.

Analysis of Bill

Section 1

 
Section 1 of the bill seeks to amend subdivision (f) of §11-256 of the Administrative Code to amend the definition of “Commercial property” by eliminating a forty-eight month period prior to an application for a site located within an area generally considered to be Long Island City and adds a paragraph 3 which makes it easier to receive benefits for commercial property located in a “commercial revitalization area”. 


Under the current ICIP program, benefits are denied to commercial property in which more than fifteen percent of the property’s total net square footage has been used for manufacturing activities for a period of two years prior to the filing of an application for ICIP benefits.  The current law also includes a “waiting period” of four years for commercial properties in Long Island City.  Under the bill, the applicable waiting periods and the fifteen percent threshold would no longer apply to commercial properties in “commercial revitalization areas”.  According to the Memorandum in Support submitted by the Mayor’s Office of City Legislative Affairs, this will allow significantly greater use of the commercial exemption for mixed-use projects incorporating both industrial and commercial uses.

Section 2


Section 2 of the bill seeks to amend subdivision (b) of §11-256 of the Administrative Code by adding a new subdivision (f-1) to define “commercial revitalization area” as an area zoned for commercial and manufacturing (C4, C5, C6, M1, M2 or M3) under the City Zoning Resolution, except for areas south of 96th Street in Manhattan.

Section 3


Section 3 of the bill seeks to amend paragraph (3) of subdivision (a) of §11-257 of the Administrative Code by adding a new subparagraph (f) that would establish an abatement of real property taxes in a “commercial revitalization area” if the industrial property meets certain eligibility requirements, including having a "manufacturing activities involving the assembly of goods or the fabrication or processing of raw materials is less than seventy-five per centum of the total net square footage of the industrial property".


Currently to qualify for ICIP a industrial property is required to have at least seventy-five percent of its total net square footage used or immediately available for use for manufacturing activities after completion of work.  Under the revised bill provisions a property in a “commercial revitalization area” would qualify for a pro-rata tax abatement if at least twenty-five percent of the space is devoted to manufacturing activities after completion of work.

Section 4


Section 4 of the bill would make the effective date of the bill consistent with Chapter 621 of the Laws of 2000 (August 16, 2000). 


This is the Committee’s first hearing on the bill. 
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