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          1  COMMITTEE ON ECONOMIC DEVELOPMENT

          2                 CHAIRPERSON O'DONOVAN: Good

          3  afternoon. Welcome to today's hearing on the

          4  Committee on Economic Development. I'm Jerome X.

          5  O'Donovan, and I chair the City Council's Economic

          6  Development Committee. I want to introduce those

          7  members of the Committee here.

          8                 We have Council Member Fiala, my

          9  colleague from Staten Island. Council Member Golden

         10  from Brooklyn, Council Member Clarke, from Brooklyn,

         11  and Council Member Eldridge from Manhattan. And I

         12  believe Council Member Angel Rodriguez, from

         13  Brooklyn.

         14                 Today we will be conducting a vote on

         15  Intro. No. 862 submitted by request of the Mayor and

         16  co-sponsored by myself and Council Member Abel.

         17                 This bill seeks to amend the

         18  Industrial and Commercial Incentive Program, ICIP,

         19  to make it consistent with the State law passed last

         20  year as part of the outer borough development plan

         21  supported by the Mayor and the City Council.

         22                 The State Senate and the Assembly

         23  passed the bill S.8219, which was signed by the

         24  Governor on August 16th, 2000. Local Law 862,

         25  mirrors state law in amending certain ICIP
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          2  divisions.

          3                 The Committee held a hearing on the

          4  bill on May 30th, 2001, hearing from the

          5  Administration on the effects of ICIP, and the need

          6  to amend its provisions.

          7                 In addition, we heard from several

          8  witnesses, including the Real Estate Board, the New

          9  York Industrial Retention Network and the Center for

         10  Urban Future about ICIP to determine if we need to

         11  amend the legislation in the future.

         12                 The Committee also received from the

         13  New York City Department of Finance the ICIP annual

         14  report for the period from Fiscal Years 1998 to

         15  2001.

         16                 During the period, the number of ICIP

         17  exemptions increased from 3,233 projects with an

         18  assessed value of 996.5 million in 1998 to 3,940

         19  projects with an assessed value of 1.760 billion in

         20  2001.

         21                 The report indicated that in Fiscal

         22  Year 2001, 85 percent or 3,353 of the projects

         23  receive ICIP benefits were located outside of

         24  Manhattan, 32 percent in Queens, 28 percent in

         25  Brooklyn, 13 percent in the Bronx and 11 percent in
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          2  Staten Island, with an estimated exemption value of

          3  1.4 billion.

          4                 The report highlighted the increased

          5  application for ICIP benefits based on legislative

          6  changes supported by this Committee and the Council.

          7                 At this time I would like to

          8  recognize any member of the Committee who would like

          9  to comment for the record.

         10                 Yes, Councilwoman Eldridge.

         11                 COUNCIL MEMBER ELDRIDGE: There have

         12  been reservations about the elimination of the

         13  waiting period and the fact that this would

         14  encourage owners to quickly switch from

         15  manufacturing to commercial because it would be more

         16  financially beneficial to them.

         17                 Could you or counsel explain why we

         18  couldn't have amended the bill to provide for some

         19  kind of a waiting period?

         20                 CHAIRPERSON O'DONOVAN: Counsel?

         21                 COUNSEL-TO-COMMITTEE: Primarily the

         22  bill was an outreach of the budget agreement between

         23  the Mayor and the City Council last year as part of

         24  the development of the outer borough development

         25  plan. The Administration went to the State in order
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          2  to get authorization for three aspects of the

          3  program, two of those were enacted directly by State

          4  law, but ICIP, because it's required local

          5  legislative action was directly sent to the City

          6  Council to vote on.

          7                 However, the State law in essence

          8  directed us to have the legislation in the form that

          9  it is.

         10                 So, we didn't have an opportunity, at

         11  least at this stage, in order to make any amendments

         12  to the bill.

         13                 It doesn't mean that we can't go back

         14  to the state. In essence, the state set the level

         15  for which we can act.

         16                 With respect to the manufacturing,

         17  there is the elimination of the waiting period

         18  specifically to Long Island City, and also a

         19  reduction of the requirement for using manufacturing

         20  from 75 percent prior to the conversion or the

         21  application for ICIP, now that is lowered to 25

         22  percent, so that was authorized in the state law. So

         23  we can't, in essence, amend it at this point, unless

         24  we go back to the State Legislature to request them

         25  to do another correction or amendment.

             Legal-Ease Court Reporting Services, Inc. (800) 756-3410

                                                            6

          1  COMMITTEE ON ECONOMIC DEVELOPMENT

          2                 COUNCIL MEMBER ELDRIDGE: So, is it

          3  feared that we will lose manufacturing because of

          4  this?

          5                 COUNSEL-TO-COMMITTEE: We heard

          6  testimony at the May 30th hearing that there was

          7  some concern that this would cause manufacturing,

          8  quicker turn-over potentially for manufacturing.

          9  We've had hearings in the past, particularly on the

         10  garment industry, particularly with respect to

         11  printing industry, where there was concerns that

         12  people were getting moved out of Manhattan into

         13  potentially other areas of the City.

         14                 The one benefit of this program is

         15  now some of those will be eligible because of the

         16  extension of the program to those areas that we

         17  highlighted with the Mayor last year. Those areas

         18  will be eligible for ICIP and there potentially

         19  could be areas where manufacturing could then

         20  develop.

         21                 So, it does, it restricts it with

         22  respect to Long Island City, but the benefits are

         23  also available in other areas of the City as a

         24  result of the amendment that we're voting on today.

         25  So, I mean, it's my understanding the
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          2  Administration's argument is that it will actually

          3  expand the opportunity for manufacturing firms to

          4  take advantage of the benefits under the program.

          5                 COUNCIL MEMBER ELDRIDGE: Thank you.

          6                 CHAIRPERSON O'DONOVAN: Councilwoman.

          7                 COUNCIL MEMBER CLARKE: There were

          8  some advocates from the manufacturing sector that

          9  came and gave some real strong recommendations, and

         10  we had asked that they forward them to you for

         11  consideration as to how we could do something in the

         12  legislation to protect those businesses; did we

         13  consider them, or did we get the information?

         14                 CHAIRPERSON O'DONOVAN: Yes, we did

         15  get the information, I have it here.

         16                 If you would like to, you can take a

         17  look at it.

         18                 And if we amend this again, this will

         19  be part of the package, some of their concerns.

         20                 But for the legislative purposes

         21  today, we'll --

         22                 COUNCIL MEMBER CLARKE: I just want to

         23  know, would we consider it in the near future?

         24                 CHAIRPERSON O'DONOVAN: Yes.

         25                 COUNCIL MEMBER CLARKE: The amendment

             Legal-Ease Court Reporting Services, Inc. (800) 756-3410

                                                            8

          1  COMMITTEE ON ECONOMIC DEVELOPMENT

          2  today may not be possible, and I, for one, would not

          3  like to vote and then later on we said, well, since

          4  we've already had it ironclad we won't consider any

          5  other recommendations --

          6                 CHAIRPERSON O'DONOVAN: Exactly.

          7                 COUNCIL MEMBER CLARKE: Because for me

          8  the particular manufacturing is something that I

          9  have to promote in my own district, in Brooklyn,

         10  have a lot of manufactured, everything I wear is

         11  manufactured in my district, if you would want to

         12  call it manufacturing, and would really want to

         13  encourage, especially new businesses that are

         14  emerging in our community that is ethnically

         15  oriented, to give them a space and a place in which

         16  they can now do their new thing in their new

         17  country.

         18                 CHAIRPERSON O'DONOVAN: Exactly

         19  correct, and we will submit this Center for Urban

         20  Future, actually recommendations for the future,

         21  when ICIP comes up again. That's for the record,

         22  Counsel, okay?

         23                 Now, let's call for a vote.

         24                 COUNCIL CLERK: O'Donovan.

         25                 CHAIRPERSON O'DONOVAN: ICIP, I know
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          2  Councilwoman Eldridge and Council Member DiBrienza,

          3  many years ago, but a number of years ago, discussed

          4  the ICIP and its, if you want to say give away type

          5  of provisions, and I had always a number of years

          6  ago said it's good, good for the City. But now I

          7  believe that we should look at these give-away, if

          8  you want to call it give-away programs, they are

          9  really not, but for lack of a better term, closely,

         10  closely, as we evolve in legislation in the City and

         11  the policy to the City. And, so, I have, and this

         12  Committee has, this Committee has done a great job,

         13  I believe, the Council Members, in looking at some

         14  of these procedures and programs and asked pertinent

         15  questions on them.

         16                 So, we don't have a perfect bill, but

         17  it's a good bill. We try to encourage development.

         18                 So, with that in mind I vote aye.

         19                 Continue the roll call.

         20                 COUNCIL CLERK: Eldridge.

         21                 COUNCIL MEMBER ELDRIDGE: I'll pass.

         22                 COUNCIL CLERK: Clarke.

         23                 COUNCIL MEMBER CLARKE: May I be

         24  excused to explain my vote?

         25                 While I am very much in tune with
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          2  whatever would create new jobs in the City, I also

          3  recognize that many of the businesses that we

          4  attract, the minute things don't go their way, they

          5  pack up their marbles and head across the river, and

          6  after we've given them an incentive there should be

          7  something that guarantees that they will remain in

          8  our City, do business in our City, having taken our

          9  money, because it's the same thing we say about

         10  people who are on welfare, they can't take the money

         11  and run, therefore corporations would not take our

         12  money and run, they need to make a practical

         13  commitment to our City and its development, but as I

         14  in tune with jobs creation and making sure we retain

         15  jobs in the City, I will vote aye.

         16                 COUNCIL CLERK: Rodriguez.

         17                 COUNCIL MEMBER RODRIGUEZ: Aye.

         18                 COUNCIL CLERK: Golden.

         19                 COUNCIL MEMBER GOLDEN: Aye.

         20                 COUNCIL CLERK: Fiala.

         21                 COUNCIL MEMBER FIALA: I would like to

         22  explain my vote, if I may, Mr. Chairman.

         23                 I think the soundest social policy

         24  that government can help construct is trying to

         25  promote the creation of jobs. A job provides an
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          2  individual with an opportunity to maintain a level

          3  of dignity. There is a role for government to play

          4  in shaping that and I commend you for this

          5  legislation and all the other legislation you've

          6  done in the area of economic development and in

          7  working with the Mayor on this one, and Council

          8  Member Abel, I would ask to be listed as a

          9  co-sponsor, and I vote aye.

         10                 COUNCIL CLERK: Eldridge.

         11                 COUNCIL MEMBER ELDRIDGE: The only

         12  reason I hesitated was that I wanted to be sure that

         13  this was not effective South of 96th Street, all the

         14  way for the rest of the Borough.

         15                 I, as you know, have been a critic of

         16  ICIP of the as-of-right incentive and commercial

         17  improvement, and I think we've made some progress in

         18  limiting the area, especially to the Central

         19  Business District in Manhattan.

         20                 I am certainly in favor of creating

         21  jobs, I do have that slight reservation that we're

         22  encouraging the elimination of more manufacturing

         23  spaces, and I hope that we will continue to look at

         24  it, but other than that that, I vote yes.

         25                 COUNCIL CLERK: By a count of six in
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          2  the affirmative, none in the negative, and no

          3  abstentions, the item is adopted.

          4                 (The following written testimony was

          5  read into the record.)

          6

          7  Written Testimony Of:

          8  Jonathan Bowles

          9  Research Director

         10  Center for an Urban Future

         11

         12  June 11, 2001

         13

         14  Honorable Jerome O'Donovan

         15  Chairman, Economic Development Committee

         16  New York City Council

         17  City Hall

         18  New York, NY 10007

         19

         20                 Dear Councilman O'Donovan:

         21                 On May  30, 2001, at an economic

         22  development committee hearing, you asked Anne Adair

         23  (senior project manager of the New York Industrial

         24  Retention Network) and I to clarify our reservations

         25  about Intro. 862, a bill to modify the Industrial
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          2  and Commercial Incentive Program. What follows is an

          3  explanation of our concerns.

          4                 While we largely agree with the idea

          5  of expanding the successful ICIP program, our

          6  question focuses on the portion of the bill that

          7  eliminates the waiting period for eligibility under

          8  the program for buildings converted from industrial

          9  to commercial uses.

         10                 Currently, most building owners must

         11  wait about two years to apply for ICIP incentives

         12  for properties that they are converting from

         13  industrial to commercial use. Getting rid of this

         14  waiting period could make it possible for building

         15  owners to get City financial incentives to evict

         16  existing manufacturing tenants for the purpose of

         17  converting industrial buildings for more profitable

         18  commercial use. The bill could actually end up

         19  encouraging further displacement of manufacturing

         20  companies at a time when the real estate market for

         21  industrial properties in New York City is extremely

         22  tight.

         23                 We appreciate the desire to stimulate

         24  more office development, particularly in areas that

         25  are being rezoned to attract office tenants, like
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          2  Long Island City. However, it may make more sense

          3  for this provision of the bill not to apply in M

          4  zones where the City wants to maintain manufacturing

          5  area. Perhaps the waiting period should be removed

          6  only in areas that are zoned for commercial use.

          7  Doing this would still allow companies to receive

          8  ICIP benefits - without waiting two years - in the

          9  37-block area of Long Island City that is in the

         10  process of being rezoned.

         11                 Another aspect of Intro. 862 deals

         12  with pro-rating abatements in certain neighborhoods.

         13  Even under this new provision, however, many small

         14  manufacturing companies who rent space in large,

         15  multi-tenant buildings would not be able to take

         16  advantage of the ICIP benefits.

         17                 In fact, the current eligibility

         18  requirements for ICIP - and the REAP Program - often

         19  create obstacles for small manufacturers seeking to

         20  rent space in large, multi-tenanted buildings.

         21  Eligibility is based on capital investment that must

         22  be equal to a certain amount of the assessed value

         23  of a building.

         24                 A small tenant renovating a small

         25  amount of space in a large building is unlikely to
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          2  meet that threshold even though his investment may

          3  be very significant because it is measured against

          4  the assessed value for the total building. The

          5  investment criteria should be pro-rated so that

          6  investment is measured against the assessed value

          7  for just that share of the building. This particular

          8  recommendation has been endorsed by the Group of 35.

          9                 As you know, manufacturing remains an

         10  industry that is crucial to the city's economy and a

         11  source of nearly 250,000 jobs. Moreover, it

         12  continues to be a vital entry point into the

         13  workforce for tens of thousands of immigrants.

         14                 And though most of the large

         15  manufacturing companies have long since left the

         16  City, thousands of small to mid-sized manufacturers

         17  continue to thrive within the five boroughs.

         18                 Unfortunately, however, a shortage of

         19  affordable industrial properties in all five

         20  boroughs has become the most nettlesome issue for

         21  these businesses. In fact, the lack of affordable

         22  space has already forced dozens of growing

         23  manufacturers to relocate to New Jersey, Westchester

         24  or Long Island.

         25                 Thank you for the opportunity to
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          2  comment further on this legislation. Please do not

          3  hesitate to call either of us with additional

          4  questions.

          5                 Sincerely

          6                 Adam Friedman, Executive Director,

          7  New York Industrial Retention Network; Jonathan

          8  Bowles, Research Director, Center for an Urban

          9  Future.

         10                 CHAIRPERSON O'DONOVAN: This hearing

         11  is adjourned.

         12                 (Hearing concluded at 1:40 p.m.)

         13

         14

         15

         16

         17

         18

         19

         20

         21

         22

         23

         24

         25

             Legal-Ease Court Reporting Services, Inc. (800) 756-3410

                                                            17

          1

          2              CERTIFICATION

          3

          4

          5     STATE OF NEW YORK   )

          6     COUNTY OF NEW YORK  )

          7

          8
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