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COW TTEE ON FI NANCE 4

CHAI RPERSON FERRERAS: Good norni ng.
Wl cone to today's Finance hearing. M nane is
Julissa Ferreras, and | chair the Finance Conmttee.
W' ve been joined by Council Menber Rodriguez,
Counci | Menber MIler, Council Menber Levine, Counci
Menber Cornegy, Council Menber Ignizio, and Counci
Menber Corey. | know Council Menber Rosent hal was
here - -

COUNCI L MEMBER: [ Wi spers] Counci
Menmber Johnson.

CHAI RPERSON FERRERAS: |'m sorry, Counci
Menmber Johnson. It's the famliarity. 1'mso sorry.
Today we only have two itens. W have a Land Use
itemand a Preconsidered Resolution relating to the
Madi son Square Garden Property Tax Exenption. Let's
start with the Land Use item Property |ocated at
810 Ri ver Avenue in the Speaker's district wll
receive an Article 11 Property Tax Exenption from HPD
for the construction of affordable housing. This
project will provide 133 units of rental housing to
tenants wth incones between 30% and 90% ar ea nedi an
i ncone, which is approxi mtely $34,360 to $77,310 for

a famly of four. The property tax exenption will be
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COW TTEE ON FI NANCE 5
given for 40 years, and will be regul ated by HPD.
The Speaker supports this project.

The next itemon the agenda is
Preconsi dered Resol ution, which supports |egislation
that woul d repeal the Madi son Square Garden Property
Tax exenption. Before | speak about the Res 0, |
want to -- | just want to take a quick mnute to
t hank the Fi nance Council Tani sha Edwards and the
Property Tax Specialist Enory Edoff [sp?] for their
work in preparing for this hearing. Thank you very
much. You both did a great job.

Now, for the benefit of the public and ny
colleagues, | will start by giving a brief sumrary of
t he Madi son Square Garden Tax Exenption. Madi son
Square Garden, LP owns the New York Knicks, the New
York Rangers, and other properties. 1In 1968, when
t he Garden opened until 1982, MSG paid real property
taxes to the GCity. During the early 1980s,
escal ati ng energy, |abor, taxation, and energy costs
made New York City a very expensive place to play
prof essi onal sports. In light of these increasing
costs, Mayor Edward Koch was concerned the city woul d

| ose both teans along with revenue generated by
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COW TTEE ON FI NANCE 6
havi ng these teans play their honme ganes in New York
Cty.

In efforts to encourage the Knicks and
the Rangers to continue to play their hone ganes in
the city, a property tax exenption was given to MG
in 1982. Chapter 459 of the Laws of 1982 was enacted
by the State Legislature, and signed into lawin July
1982 by the Governor of New York State, Hugh Carey.
The | aw added Section 429 to the Real Property Tax
Law granting in effect a full property tax exenption
to MSG, as long as both teans played all their hone
ganes in that facility.

Fast forward 32 years later. The Garden
is still receiving the full property tax exenption,
yet it no longer is on the verge of |osing noney
because of the inability of -- because of the
inability to pay operating costs, nor is the Gty
faced with the threat of the teanis departure.

Undeni ably, the operation of the Garden is certain
profitable. Wth revenue fromticket sales,
concessions, concerts, theatrical productions, ice
shows, the circus, and much, nuch nore.

Wiile it is true that the Gty offers

property tax exenptions to encourage economnic
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COW TTEE ON FI NANCE 7
devel opnent and job retention, these exenptions,
however, are granted for finite periods of tinme. And
are perpetual in duration like the Garden's tax
exenption. According to the Council of Finance, the
cumul ati ve val ue of the exenption since it was
enacted in 1982, is currently over $300 mllion, with
$17.3 million in foregone taxes in Fiscal Year 2015
alone. | believe representatives of the Garden have
submtted witten testinony, and I wll ask ny
Counsel to read the Garden's testinony.

[ Pause]

COUNSEL TANI SHA EDWARDS: Tani sha
Edwar ds, Fi nance Conm ttee Counsel. The Madison
Square Garden thanks Chai rwonman Ferreras and all the
menbers of the Finance Conmittee for the opportunity
to submit testinony. Madison Square Garden is one of
New York City's nost inportant cultural institutions,
and has served as a vital econom c engine for 133
years. MSG spends al nost $900 million a year on al
of its activities, operations, and adm nistration.
MSG is perennially one of the country's busi est
arenas hosting approxi mately 400 annual events that
attract four mllion people to the heart of New York

Cty each year
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COW TTEE ON FI NANCE 8

Patrons who travel to MSG from outside
the city contribute an increnental $200 mllion to
the city's econony through spending on | oca
busi nesses such as food, shopping, |odging, and
parking. The arena enploys nearly 6,000 full-tinme,
part-tinme, seasonal, and per diem enpl oyees and works
with 14 different unions. Wen you add in MSG s
ot her New York City properties, which include Radio
Cty Music Hall and the Beacon Theater, the conpany
spends nore than one billion dollars on its
activities, operations, and adm nistration, enploys
nearly 8,600 workers and works with 27 unions while
driving nmore than $270 million in off-site visitor
par ki ng.

In addition, MSG recently conpleted its
entirely self-funded nore than one billion dollar
arena transformation that created as many as 3, 700
uni on construction jobs at a tine when job creation
in New York City was nore inportant than ever. This
was an unprecedented investnent. And it would allow
M5G to attract even nore high-caliber events, such as
t he NCAA Regional East Finals and the NWA All - Star

Gane driving further revenues into the city.
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COW TTEE ON FI NANCE 9
O her businesses and organi zati ons
t hroughout New York City receive significant tax
breaks and subsidies. It remains patently unfair to
singl e out one conpany when other entities receive
significant public subsidies. Specifically, the
Yankees, Mets and Nets have all received significant
tax breaks and subsidies. It is estimated that those
teams will receive nore than $2.3 billion in benefits
over the next 40 years. These benefits far exceed
the value of MSG s tax abatenent over the sane period
of time. The Madi son Square Garden Arena is
synonynous with New York City, and one of these nost
i nportant contributors to its economc and civil --
civic vitality.
We are proud to be one of the City's

| argest union enployers, and the site of nore than a
century of greatness in enjoying nonents in sports,
entertainnent, politics, and culture. In addition,
MSG is al so a philanthropic | eader in the New York
Cty businesses. Qur Garden of Dreans Foundation
works with all areas of MSG to bring the magic of MSG
to children fromits 22 partner organizations, which
include: The Children's Aid Society, the NYPD, the

FDNY Wdows and Children's Fund, the Wunded Warri or
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COW TTEE ON FI NANCE 10
Project, the Harlem Dow i ng, the NYU Medical Center,
and Morgan Stanley Children's Hospital at New York
Presbyterian, and the Departnent of Honel ess
Servi ces.

Madi son Square Garden is al so unique in
t he duck and bl ock of the two crises that have faced
our region and country. MSG has joined its partners
in underwiting, producing, and hosting massive |eap
efforts, including the Concert fromNew York City
following 911, the Concert for the Gulf Coast
following Hurricane Katrina, and 12-12-12 a Concert
for Sandy Relief follow ng Super Storm Sandy.

Uilizing MSG s venue, its resources and
staff as its unparalleled position in the world of
musi ¢ and entertai nment, these concerts collectively
rai sed nore than $94 million to address short and
|l ong-termissues resulting fromthese tragedi es.
Whet her the MSG s econom c inpact, conmitnent to job
creation, dedicated charitable work, or it's nore
than one billion dollar investnment to transformthe
arena, MSG denonstrates its ongoing commtnent to
fortify and invest in a city it calls hone. Singling
out MSG when others receive simlar or greater tax

benefits, and other public subsidies is unfair and




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

COW TTEE ON FI NANCE 11
inconsistent. That's the testinobny as submtted into
the record by Madi son Square Garden

CHAI RPERSON FERRERAS: Thank you,
Tani sha. And we've been joined by Council Menber
Vanessa G bson, Council Menber Cunbo, and Majority
Leader Jimmy Van Braner. 1'd also would like to
acknow edge that we've been joined -- he will be
testifying shortly -- by our coll eague and Assenbly
Menber Weprin. Before we hear from-- before we open
up for testinony, I'd like to take questions fromthe
nmenbers on the Land Use item if there are any nore
questions on the Land Use item Very good. And now
we will hear fromthe prine sponsor of the MG
Resol uti on, Council Menber Corey Johnson.

COUNCI L MEMBER JOHNSON:  Thank you Chair
Ferreras. Thank you for holding this hearing today.
Much of this has already been said, but | think it's
inportant to repeat. Madison Square Garden has paid
no property taxes since the state exenpted from
payi ng real property taxes in 1982. The MSG tax
gi veaway has cost New York City over $300 mllion
since its inception. According to the Independent
Budget O fice, the City will lose $17.3 mllion in

revenue in 2014 al one.
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COW TTEE ON FI NANCE 12

The additional revenue fromthe unpaid
taxes woul d provide all New Yorkers with nmuch needed
aid for public services |ike education, job creation,
heal t hcare, affordable housing, and tax relief for
New Yor kers, for New York's working famlies, people
that really need it. The MSG tax giveaway is the
only tax -- is the only state tax break that was
witten into state |law to benefit one individual
conpany. The MSG tax giveaway is the only state tax
break anong roughly $8 billion worth of state
prograns that never expires.

The MSG tax gi veaway appears to be the
only property tax break in New York City's Tax
Subsi dy Prograns that never expires. As was said
earlier, late Mayor Ed Koch thought he was only
authorizing a ten-year tax abatenent. It is true
that many other entities that |ike MSG are very
profitable and of fer outrageously high conpensation
to their executives who receive unjustified tax
breaks at the city, state, and federal |evel. The
exi stence of other unjustified tax breaks does not
nmean that MSG -- that the MSG tax giveaway shoul d

conti nue.
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COW TTEE ON FI NANCE 13

MSG is correct to claimthat it has a
| arge positive econom c inpact on our city, but there
is not good evidence that suggests that repealing the
tax break would affect its inpact in anyway. In
fact, the City could use the $17.3 mllion in 2014
for many positive econom c and social welfare
purposes. For too |long MSG has profited at the
expense of New Yorkers. | am here today in support
of State Legislation to sunset the Garden's tax
break, and ensure MSG pay its taxes |ike other New
York City businesses. And contributes directly to
the mai ntenance and wel | being of the CGty. | wanted
to thank Chair Ferreras for co-sponsoring this
Resol ution, as well as Council Menber Vinny Gentile,
and hol ding this hearing today.

Rat her than reiterate the Chair's opening
statenment, | would just like to highlight a couple
nore points. $4.4 billion that is the estinmated
val ue of the corporation that owns Mdi son Square
Garden, the Knicks, the Rangers, Radio City Misic
Hal |, and the Beacon Theater. $300 nmillion is the
nom nal value of the exenption from Fiscal Year 1983

through the current property tax year with the | ost
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COW TTEE ON FI NANCE 14
revenue to the City. Wth the Fiscal Year 2015 al one
again project $17.3 mllion.

Rat her than treating this highly
profitable corporation |ike a non-profit institution
in perpetuity, a status afforded that no other tax
break in the state. In which Mayor Koch agai n has
i ndi cated was never his intention to be in
perpetuity. W should be recapturing this revenue to
fund vul nerable services in our city. For too |ong
MSG has profited at the expense of New Yorkers. The
State Legislation endorsed by today's Resol ution
woul d sunset the Garden's tax break and ensure MSG
pays taxes |ike New York City's other businesses, and
contributes directly to its mai ntenance and
wel | bei ng.

I want to conclude by thanking the
Fi nance Conmm ttee Counsel Tani sha Edwards for her
work on this, and Enory Edoff [sp?] for his work on
this, as well as ny Legislative Director, Louis
Chol den Brown for their essence of appearing today.
And | just want to say the nunbers don't lie. |If you
| ook at the nunbers across the board, if we appeal ed
this tax break it would not affect MSG s ability to

stay in this city to continue to contribute to our
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COW TTEE ON FI NANCE 15
city. Then we should recapture this for the public
good. Thank you, Madam Chair.

CHAI RPERSON FERRERAS: Thank you Counci
Menber Johnson, and we will have our first speaker,
Assenbly Menber David Weprin fornmer Finance and the
Assenbly sponsor for the State Bill that our
resol uti on supports.

ASSEMBLY MEMBER WEPRIN:  Chair and
Menbers of the City Council, it's nice to see so many
friendly and fam liar faces, colleagues of mne who
|"ve worked with on so many issues, and it's great to
see ny fornmer Assenbly coll eague Vanessa G bson here
in this capacity. |'mDavid Weprin, a nenber of the
New York State Assenbly representing the 24th
Assenbly District in Queens. As the Chair nmentioned,
prior to ny election to the Assenbly, | served on the
New York City Council from 2002 through 2009, and
chaired the Finance Conmttee during all of those
ei ght years. 1t's kind of funny to be on this side
of the m crophone having spent so many years and
hours through many, nmany budgets where you are, Madam
Chair. Thank you for allowing ne to testify publicly

regardi ng Council Menber Corey Johnson's Resol ution
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COW TTEE ON FI NANCE 16
to support legislation that | am sponsoring to repeal
Madi son Square Garden's property tax exenption.

Thi s exenption has been in place for far
too long at the expense of the people of New York
City and New York State. In 1982, as was previously
nmentioned by the Chair and the sponsor, New York
granted the Garden this exenption to ensure that the
New York Rangers and the New York Knicks woul d
continue to play at hone at the Garden. At the tine,
this so-called tenporary tax break nmade sense as
Madi son Square Garden not only created many new j obs
for New Yorkers, but also gave fans an iconic and
| asting hone for the Rangers and Kni cks.

Over tinme, it has becone abundantly cl ear
that this exenption would be pernanent. 1In fact, as
Counci | Menber Johnson nentioned, forner Mayor Ed
Koch, who was Mayor at the tine, expressed in an
interview several years ago that he believed the
exenption would only last ten years until 1992, as
other simlar property tax exenptions all expired
wth ten years. However, Section 429 of New York
State Law has been worded as to grant this privilege

solely to Madi son Square Garden, as was poi nted out,
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COW TTEE ON FI NANCE 17

and it was anmended to extend this exenption
indefinitely.
As a result, New York Cty has |ost over

$300 nmillion in revenue over the past three decades

And as was pointed out, according to the |Independent

Budget O fice, this tax exenption is now worth
approximately $17.3 million. A very interesting
figure because the CEO of Madi son Square Garden, Ji
Dol an's salary | ast year was approxi mately $17
mllion. So actually, his property tax exenption i
paying JimDolan's salary. During ny tenure on the
Cty Council, as Chair of this very commttee, the
nati onal econom c downturn occurred in New York wt
unenpl oynent rates and budgeting pressures rising,
col |l eagues and | worked toward the City's recovery.
In dire financial times, we absolutely
could not afford Madi son Square Garden's nulti -
mllion dollar tax break. |In January of 2008, we
passed a simlar resolution in the Cty Council to
revoke the Garden's tax exenption. Unfortunately,
Al bany failed to approve the neasure, and to this
day, Madi son Square Garden has not paid a dine in

property taxes.

m

S
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COW TTEE ON FI NANCE 18
Last year, as a nenber of the New York
State Assenbly, | introduced a Bill 6597 that would
repeal Section 429 of the Real Property Tax Law so
that New York can finally conpel the owners of

Madi son Square Garden to pay their fair share of

taxes. M bill in the Assenbly has over 40 co-
sponsors, and | expect -- and the State Senate
versi on has nmany, many sponsors as well. Therefore,

| urge you, as nenbers of the New York City Counci
to pass Council Menber Johnson's Resol ution because a
$4 billion profitable company should not be tax-
exenpt while hundreds of thousands of our fell ow New
Yorkers pay their taxes, and are struggling to get
by. Thank you. 1'll be happy to answer any
guesti ons.

CHAI RPERSON FERRERAS: Thank you Assenbly
Menber Weprin. W have -- our first question is from
Counci| Menber Levine followed by Council Menber
Rosent hal .

COUNCI L MEMBER LEVI NE:  Thank you Madam
Chair, and thanks to the sponsors of this great
resol ution including Council Menber Johnson, and
thanks for testifying with us here, Assenblyman. This

is nore of a statenent wapped in a question. But
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COW TTEE ON FI NANCE 19
l"d like you to weigh in on the inplied threat that
MSG m ght actually nove the Rangers or sone ot her
conmponent of this operation. [1'd just say that every
time we grant a tax break for a corporation, it's a
doll ar |l ess that we have for schools, parks, and
police. W should probably do it in far fewer cases
than we traditionally do for that reason. But
certainly, in a case in which there is no realistic
threat that a conmpany m ght nove, it's sinply
unjustifiable. For a sports franchise to |eave the
bi ggest nedia nmarket in Anerica, to | eave what |
think is the best sports fan base in Anerica, to
| eave a location this is on top of the biggest
transit hub in America sinply would be an
i nconcei vabl e busi ness decision. |It's hard for ne to
see why we would even entertain that as a reason to
continue this tax break. So I'lIl turn it over to you
for your thoughts and comments on this. Thank you.

ASSEMBLY MEMBER VEPRI N:  Absolutely. In
1982, | think it was a real threat that the Rangers
and Kni cks m ght abandon New York. At the tinme, New
York was -- had a higher crine rate. Crine has
significantly gone down since then. The econony has

turned around. They were not as profitable in 1982,
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COW TTEE ON FI NANCE 20
both the Knicks and the Rangers as they are today.
They' re probably either the nunber one or two nost
val uabl e franchises in the country, both the Knicks
and the Rangers, and as you all know, the Rangers
just came back froma three-to-one behind to win to
go onto next stage of the playoffs. So they
certainly are doing very well right here in New York,
being very profitable. As was pointed out, naking
over $4 billion, Mdison Square Garden between the
Rangers, Knicks and other events. And certainly $17
mllion would not be -- would be a drop in the bucket
for them

COUNCI L MEMBER LEVI NE:  Thank you

CHAI RPERSON FERRERAS: Thank you and |

know Council| Menber Rosenthal will her questions in
the next round. | actually have a question for you.
As we pass this Resolution, | know that our body is a

little different fromthe body that you currently sit
on. So, howw Il this Resolution assist you in
hel pi ng usher that or shepherd that through the State
| evel ?

ASSEMBLY MEMBER WEPRIN:. A very good
question. | had a conversation just yesterday with

the Chair of the Real Property Tax Exenption
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COW TTEE ON FI NANCE 21
Conmittee, Sandy Gal ef from Westchester County, and
she did not want to put this on the Real Property Tax
Exenption -- Property Tax Commttee until she heard
fromthe City of New York. And | indicated to her
that the Gty Council was considering a resolution
today. And she indicated that if the Gty Counci
overwhel m ngly passed this resolution that she would
not only put it on the Property Tax Conm ttee Agenda
in two weeks, which would be the next neeting, but
she woul d support it as well.

CHAI RPERSON FERRERAS: Thank you very
much Council Menber -- or Assenbly Menber Weprin, and
now we wi Il hear from Council Menbers Cunbo foll owed
by Council Menber Cornegy.

COUNCI L MEMBER CUMBO.  Good nor ni ng.

ASSEMBLY MEMBER WEPRI N:  Good nor ni ng.

COUNCI L MEMBER CUMBO:  So happy to see
you here. | have a question in terns of basically
understanding is this a precedent that you want to
see carried out because this decision in many ways in
terns of other conversations that others have had
al so tal ks about the tax exenption that other major
arenas or simlar entities also benefit from This

wi |l obviously create a precedent in sonme ways, and
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COW TTEE ON FI NANCE 22
how do you feel about that? And do you feel that
that's the direction that we should go in?

ASSEMBLY MEMBER WEPRIN:  Well, | think
there is a very unusual precedent already, as Counci
Menmber Johnson pointed out in his opening statenent.
There is no other for-profit entity in the State of
New York that has an indefinite property tax
exenption anywhere in the state. Every other
property tax exenption generally lasts for ten years
or a simlar anount of period. There is none -- no
simlar situation in the entire state, and that's
what nmakes this -- revoking this exenption so
inportant. Because in setting a bad precedent that
this is the only conpany of its kind in the entire
state, and |"'msure there are plenty of other for-
profit conpanies in New York State that would | ove to
have an exenption from property taxes.

COUNCI L MEMBER CUMBO  Just anot her
guestion as well. Wen you talk about the $4 billion
in profits, are you tal king about what they net or
what they gross?

ASSEMBLY MEMBER VWEPRIN: It's in the
billions. The net? | couldn't tell you whether it's

gross, but it's certainly net in the billions.
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COW TTEE ON FI NANCE 23
COUNCI L MEMBER CUMBO.  And the
profitability that you speak of is that profitability

sonet hi ng that has been consistent from 1982 where

t hey tal ked about some of the challenges that were
faced during that time? But since that tine, they' ve
becone a consistently profit-generating entity that
is financially sound and secure, even after their
renovati ons and beyond.

ASSEMBLY MEMBER WEPRIN:. It's gone up
significantly in profitability since 1982 as the
CEO s salary has as well.

COUNCI L MEMBER CUMBO  kay, and then ny
final question is if this tax exenption -- and | know
it's a msstatenment by | just have to ask again -- if
this tax exenption were renoved, how much woul d be --
what woul d be the anpbunt on average that they would
be then required to pay each year?

ASSEMBLY MEMBER VWEPRIN:  Well, it would
be $17.3 mllion by today's standards, but that
nunber has gone up. Wien | was in the Cty Council
| think we were using the figure of about $11 mllion
a year. So obviously, the value of that real estate
based on the assessed val ue has gone up

significantly. Just froma few years ago, when | was
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COW TTEE ON FI NANCE 24
in the Council it went up from$11l million to $17
million. | would think it's only going to go up.

COUNCI L MEMBER CUMBO.  Thank you.

CHAI RPERSON FERRERAS: Thank you, Counci
Menber Cunbo, and al so to kind of piggyback, as we
have in other issues here when exenptions cone, they
conme to this commttee. W discuss them and they
have a sunset, and they rightfully are handl ed by our
comrittee here in the city. This is the one that is
inthe State with no end date. So it's also | think
a purview of the Council to be able to -- be able to
have the influence on our exenptions, and especially
to be able to change them when the environnent
changes. So thank you, Council Menber Cunbo, for
your questions, and we will now hear from Counci
Menber Cornegy followed by Council Menber Rosent ha
who is back on the cue, and then Council Menber
Rodri guez.

ASSEMBLY MEMBER WEPRIN:  And | know
Counci | Menber Cornegy knows sonet hi ng about
basketbal | as well.

COUNCI L MEMBER CORNEGY: | wasn't even
going to bring that up, Assenbly nmenber. But

actually, I did want to thank the Chairs for this
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Resol ution in support of this law. But | did want to
say in jest that sonme of us who are long-term sports
fans have wondered how there was no incentive to win
ganmes at the Garden and now we see. So we're hoping
that his will incentivize to field sone w nning
teans. Because with that tax break really there was
no incentive to actually win any ganes. So we
coul dn't understand, you know, those of us who are
| ong-term sports -- W had no idea why they could
continue to field teans. So thank you

ASSEMBLY MEMBER VEPRI N:  Thank you,
Counci | Menber.

CHAI RPERSON FERRERAS: | don't think 1've
ever heard it but that way, but thank you. And we
wi || have Council Menber Rosenthal followed by
Counci | Menber Rodri guez.

COUNCI L MEMBER ROSENTHAL: As usual
Cornegy, tough act to follow. You know, | actually
just want to thank you for introducing this
legislation in this state and for tackling this for
such a long tine. And | also want to thank the
Chairs for bringing it up today. | wish | had
t hought of it, and wi sh ny nane were -- as a | ead

sponsor here. But |I'mcertainly going to sign onto
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it and vote for it. You know, elimnating this tax
break was actually part of ny platformwhen | ran for
the Gty Council

There are so many | oopholes in the City
Tax Code for what we call in shorthand nonied
interest. And | think that this is one that's been
glaring as one of the nost egregious. |'m]looking
over at James Parrott right now Next, we go after
the LLCs, fingers crossed. So, I'Il just say in all
seriousness this is incredibly inportant that we're
doing this. I'mglad to hear that the Chair of the
Real Estate Commttee would be interested now in
putting her on -- putting this issue on her agenda.
This is just incredibly inportant for New York City.
It's an incredibly inmportant nessage to send to other
busi nesses, and individuals who their taxes
dutifully. So thank you very nuch

ASSEMBLY MEMBER VEPRI N:  Counci | Menber
Rodri guez.

COUNCI L MEMBER RODRI GUEZ: First of all,
| would like to see the same standard that we are
usi ng on Madi son Square Garden to be applied to the
other institutions that we have in the city. |

believe that the contribution that Yankee Stadi um
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the Met, and al so the basketball ones are nmaking to
the city is not big enough. Their contribution is
only 2% of their noney to build that stadium After
t he stadi um has been built, they only do a slight
property tax contribution that return back for them
to pay for their Garden for the investnent that we
did in the construction.

So | would just like to see the sane
standard. | hope that our resolution that we will be
passing today, and I will be voting on that
resolution today. Cearly, the nessage that everyone
shoul d be treated equal. There are not property
taxes comng fromthis investnment that we have made
in this stadiumgoing to a school, going to
education. They only do a snmall contribution, and
t hat goes back for their bond to pay for the
construction. So | just want us to go back use the
sanme standard that we have in the Madi son Square
Garden. And | hope that they will cone to the table,
and we nmake sure for themto increase their |evel of
contribution. But |I want us to go back and go after
those institutions and say you need to increase the
property taxes. This is unfair that we treat one on

one |l evel, and other one are paying property taxes.
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ASSEMBLY MEMBER WEPRI N Yeah, well one
di stinction between Madi son Square Garden is that
it's privately owned | and. The Yankee Stadi um and
City Field are actually on city owned | and, but there
are -- part of the agreenent was that they make PILOT
paynments in |ieu of taxes because they're technically
city land so they could be tax-exenpt, but as part of
all the agreenents, they do pay PILOT paynents
i nstead of taxes, but it's possible they're
under payi ng.

COUNCI L MEMBER RODRI GUEZ: Al of them
got a good deal. Al of themgot to sit on a good
deal, and | hope that they -- As a resident of the
Yankee Stadium as a resident | own the Met Stadium
they' re small business and ask if they're happy.

They believe that they have conplied with the
agreenment, and you'll a |ot of these agreenents. So
again, I'"'mfor working all events already. | just
want to be sure, and | said |l wll be voting on this
resolution, but I want to see the same standard that
we applied to the Madison with all institutions, too.

ASSEMBLY MEMBER WEPRI N:  Ckay.

CHAI RPERSON FERRERAS: Thank you. Thank

you Assenbly Menber Weprin. W wll be calling up
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the next testinmony. Thank you so nuch for com ng
t hi s norning.

ASSEMBLY MEMBER WEPRI N:  Thank you for
allowing ne to conme back into a roomwhere | spent
probably eight of the best years of ny life, and I
have very, very fond nenories of being in your
position. And I know you already have, and w ||
continue to do an outstanding job as wall as all of
nmy -- this great Cty Council.

CHAI RPERSON FERRERAS: Wl |, thank you
and wel comre hone. W will now hear from George
Sweeting fromthe I ndependent Budget O fice. And
following this, just to kind of give you guys a sense
of where the hearing is going, we have three other
panels follow ng this panel.

[ Pause]

GEORGE SVEETI NG  Good norning. Before |
begin, I1'd like to just note that there's a certain
i nconveni ence in the schedule of this neeting. |
woul d be right nowtrying to buy tickets to the
Rangers' next playoff round. [laughter] But hey
went on sale at 10 o'clock this norning, and |'m
probably m ssing out, but anyway | don't hold it

agai nst you. Good norning, Chair Ferreras, and
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menbers of the conmttee. | am George Sweeti ng,
Deputy Director of the New York City | ndependent
Budget Ofice. | want to thank you for inviting |IBO
to testify at today's hearing on Madi son Square
Garden Property Tax Exenpti on.

As you know, since 1982 the Garden has
been fully exenpt fromreal property tax under a
provi sion of New York State Law that effectively only
applies to that property. 1In the current fisca
year, this results in a savings of the owners of the
Garden of $17 million. On the Departnent of
Fi nance's Tenet of Assessnent Roll for Fiscal Year
2015, the estimated nmarket value of the Garden has
been increased by nearly $800 million, and is now
shown as $1.2 billion, presumably as a result of the
maj or renovation over the past three years. Wth a
hi gher mar ket val ue, the value of the exenption wll
al so grow. Although the values have not -- will not
be final for a few nore weeks, at the nonent it
appears that the anount of the tax expenditure in
2015 will be roughly $54 million.

| note that the resolution under
consi deration today draws heavily upon one of the

revenue options included in IBO s annual vol une of




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

COW TTEE ON FI NANCE 31
budget options. Just to make it clear, the options
in that volune are not reconmendati ons or proposals.
| BO does not take a position on whether Mudison
Square Garden's exenption should be repeal ed or
continued. Wiat | will do is discuss the exenption
fromthe perspective of broadly accepted standards of
tax policy and equity. My purpose is to help inform
| egi sl ators and ot her policynmakers who will determ ne
the fate of the exenption

There is broad consensus within the
econom cs field that government subsidies for sports
facilities are not an effective use of scarce public
resources. There is little evidence that substanti al
subsidies to sports facilities generates sufficient
econom ¢ activity that would not have occurred in the
absence of the subsidy to return a net fiscal benefit
to the locality. O course, this observation applies
to all fornms of public subsidy for sports facilities,
not just the Madi son Square Garden exenpti on.

Now, let ne turn to nore specific
observati ons about the Garden's exenption. One basic
prem se of good tax policy is that to the extent that
Econom ¢ Devel opnent Incentives are granted, it is

preferable that they generally be available to al
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qualifying firms. The Garden's exenption is the only

significant property tax exenption in state |aw that
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benefits a single private for-profit firmin the
city. Because it is enshrined in state law, it is
outside the City's control of econom c devel opnent
policy and is therefore, increasingly inconsistent
with the Cty's other benefits progranms. Most
glaring is the open-ended nature of the benefit.
Under the City's Industrial and
Conmer ci al Abatenent Program or | CPA for exanple,
tax abatenents are granted for a limted time with
the duration depending on the |ocation and type of
investnent. Wth an open-ended benefit, the Gty
continues to face an annual cost even if the
conditions that pronpted the initial deal have
changed. 1In 1982, the owners of the Garden argued
that their costs, including taxes and energy were
threatening their ability to keep the basketball and
hockey teans playing their ganes in the arena.
Today, it is unlikely that those conditions remain.
Wth the advent of its own cable television network
nore intensive use of the facility to generate
advertising revenue, and construction of new | uxury

boxes and club seating areas with higher ticket
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prices, the Garden is now by all accounts a highly
profitable enterprise.

An Econom c Devel opnent |ncentive
provi ded through a permanent tax exenption offers
little chance to withdraw the tax benefit when the
city is not getting the full econom c benefit
envi si oned. Consi der what happened 18 nont hs ago
when the National Hockey League owners | ocked out the
pl ayers forcing the cancellation of 34 of the 82
ganmes originally scheduled for the 2012-2013 season.
The City lost the fiscal benefit fromthe spending by
teans and fans for 17 regul ar season honme ganes.
This marked the third prol onged shutdown of either
t he National Basketball Association or the Nationa
Hockey League since the exenption was granted. Under
current |law the exenption renmained in effect. It
woul d only lapse if one or both of the teans were to
play their home ganes in another venue.

Anot her prem se of good tax policy is to
avoid favoring one entity over its conpetitors. The
Garden's exenption helps lower its overall cost of
operations. But these operations include many events
besi des basket ball and hockey ganes such as the

circus, ice shows, concerts, and trade shows. In
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many cases, there are conpeting venues in the Cty
for such events, particularly the small trade shows
and the concerts held in the theater under the
Garden's Main Hall. Venues conpeting with the Garden
for such events are placed at a conpetitive
di sadvantage if they are subject to the property tax
and the garden is not.

O course, the Garden al so conpetes
agai nst ot her nmajor sports venues for fans and
revenue. In recent years the City has subsidi zed new
facilities for the Mets, the Nets and the Yankees.
| BO s nost recent estinmates of the present val ue of
these city subsidies, and this is just the City
subsidy, not the total subsidy. $138 million for
City Field; $350 mllion for the Barclay's Arena; and
$362 million for Yankee Stadi um

These deal s al so include additional state
subsi di es and federal tax-exenpt financing. Measured
on a conparabl e basis, which involves estimting the
future revenues that woul d have been generated if the
projects had received the standard i ncentive benefits
avai l able to all devel opers, the Garden's exenption
represents a City subsidy -- the present val ue of the

future City subsidy -- of about $541 million. The
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Garden subsidy is |arger because of the As-of-R ght
benefits that 1BO assunes woul d have been used are
| ess generous than those that woul d have been
avai l able to the other venues when they were
constructed. Because City tax policy has changed
since the 2000s. Again, thank you for the invitation
to testify, and |I'd be happy to answer any questions.

CHAlI RPERSON FERRERAS: Thank you very
much. One of the argunents for keeping the exenption
for MSGis that the City and State have provided
subsi di es and exenption for the |arger stadiuns. And
you just very specifically spoke of the anmount, and
it was kind of shocking when you hear the real value
to date. Can you just for our -- for testinony
purpose if you can just speak -- Wuld MSG be at a
serious disadvantage if this exenption is waived?

[ Pause]

GEORGE SVEETING First of all, there's a
good argunent for not having granted any of these
exenptions --

CHAI RPERSON FERRERAS: Ri ght .

GEORGE SVEETING -- or benefits. And in
the case of sonme of the other facilities it's |less

about the property tax exenption, and nore about the
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access to tax-exenpt financing. In the case of the
Garden, neasured agai nst the standard of whether
there should be any benefits, the Cty grants under
the Property Tax and | CAP Benefit for Industrial and
Conmmer ci al Abatenent Program Qur estinmate of the
future -- what's the foregone revenue of $541
mllion, we're assum ng that the Garden woul d have

gone ahead with their devel opnent as they've done,

and take advantage of ICAP. So that's -- we're
giving themcredit for that - - the savings that
woul d have conme there. And it's still a -- there's
still a net cost to the City fromdoing this

addi ti onal exenption on top of what woul d have been

avai | abl e.

CHAI RPERSON FERRERAS: And in an MSG
statenent -- we actually did our own research on this
-- but the Garden was in a billion dollar, very

public renovation, and | would think that that would
prove that the Garden is doing financially well, and
very strong, and very profitable. And if that's the
case, it would seemthat the Cty should no I onger
support, or that this exenption is no |onger

necessary. So just for very specifics, why shoul d
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the Gty continue to provide this very |arge subsidy
if MSGis doing so well?

GEORGE SVEETING well, first of all, the
argunent doesn't have to turn on whether they're
doing well or not. The argunent really is about
whether it's an appropriate use of scarce public
resources to be subsidizing sports facilities. Wen
there's pretty strong literature that indicates that
the return that a locality gets on those kind -- on
often those subsidies is not -- It's not a good
i nvestnent of City resources into trying to induce
the devel opnent. Sports are generally very
profitabl e businesses, and the assunption is that
just like anybody else putting up an office building
or putting up a retail conplex, the Gty offers a
standard set of packages -- a standard package of
incentives. | think there's an appropriate question
about why you need to go beyond those standard set of
exenptions for the Garden for any of these
facilities.

CHAlI RPERSON FERRERAS: Thank you, and |
appreciate your clarity on the difference between

i ndustry and the other sports arenas. | would |ike
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to have Council Menber Van Braner followed by Counci
Rodri guez for questions.

COUNCI L MEMBER VAN BRAMER:  Thank you
very much, Madam Chair and Council Menber Johnson for
introducing this resolution. | wanted to nention
that since the Rangers' Playoff tickets went on sales
inthis hour, it just goes to show that MSG i s
actually raking in significant dollars as this
hearing is going on. They have an maxi num of three
hones in the next division. Council Menber Cornegy,
the Rangers are the only wi nning team now at Madi son
Square Garden, but I'mlIslanders fan. That's not why
"' m supporting the Resol ution.

| did want to point out a few things,
which | thought were really inportant in your
testinony, and why it nakes no sense to have an
ongoi ng, never-endi ng subsidy here. The truth is
t hat ownershi p changes and the lucrative nature of
t he busi ness has since 1982. You point to the MG
Net wor k, and the incredible value of those sports
networ ks, which have arrived. And it is unfathomable
that the Rangers or the Knicks would | eave New YorKk.

In fact, they are as profitable as they are because
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they are in New York City. And the Rangers are 90
years old really are not going away.

They are here. They are a New York team
but the Dolan Fam |y and the MSG conpany is worth so
much nore today than it ever has been. And that's
great for them but it just goes to show that with
all of these circunstances changing, profitability
i ncreasing, having a never-ending tax break makes no
sense. (Cearly, we should support this resol ution.
So | just wanted to say that, and thank you for
spelling it out so clearly. Also, with respect to
the | ockout, as a hockey fan, those shortages and
outages of service really to the fans, which do
deprive the city of tax revenue, happen fairly
regul arly, as you know?

And yet, the tax exenption continues as
i f nothing has changed in the business nodel or with
t he organi zation. That's patently unfair. |If
they' re | ocking out the players, the ganmes aren't
happeni ng, people aren't working, and noney isn't
bei ng spent. Yet, they're continuing to get the tax
break. That's incredibly unfair, and there were
several stoppages in both the NBA and the NHL since

t hey' ve been receiving this tax break. So | just
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wanted to say thank you for pointing that out. |
think those are really inportant points. Thank you.

CHAI RPERSON FERRERAS: Thank you, and now
we will hear from Council Menber Rodriguez foll owed
by Council Menber Ml er

COUNCI L MEMBER RODRI GUEZ: Thank you. In
Decenber 2013, with the option you noted that there
wer e probably other stadiunms were sinply and ot her
cities pay property taxes such as the Fleet Center in
Boston and a United Center in Chicago. Can you
el aborate on this paynent, and all other governnental
subsi dies? This is what they received, and how t hey
conpare to the Madi son Square Garden.[sic]

GEORGE SVEETING | don't actually have
the exact figures with ne here. 1'd be happy to send
themto you. Wiile it should be noted that although
they are paying property tax, we |ocated arenas that
were paying property tax. They al so were receiving
other subsidies fromtheir locality, the city or the
state. So it's not that they're doing it entirely on
their own. They were able to take advantage of ot her
subsi di es, but they were paying property tax. But I
can get you the exact details on that.

COUNCI L MEMBER RODRI GUEZ: [off mi c]
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[ Pause]

GEORGE SVEETING | nean | think the --
if you neasure it just by what is the property tax,
New York City property taxes on comrercial property
are high, and particularly in Manhattan where land is
i ncredi bly valuable. And the cost of construction
and everything el se make property taxes high in New
York particularly on commercial property. So,
therefore, when you give an exenption, the dollar
anount of that exenption |ooks very, very high
relative to other parts of the country. So even if
you do the dollar conparison on the property tax, it
may not really reveal the full story. But I'd be
happy to -- | don't have the exact figures with ne,
but 1'd be happy to get that to you.

COUNCI L MEMBER RODRI GUEZ: [off mic]

CGEORGE SVEETING Well, | would argue
that in the case of Yankee Stadiumand Cty Field and
also in Barclays Arena that the Cty is al so not
getting property tax there. W're technically

getting

- there's technically a PILOT paynent nade
by the stadiumowners to the -- | guess in nbst cases
it's the Econom ¢ Devel opnment Corporation. And that

PI LOT paynment does not flowto the City as genera
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tax revenue. It flows -- it's used to pay the debt
service on the bonds that were issued for those
facilities.

COUNCI L MEMBER RODRI GUEZ: [off mic] --
pay back for their investnment in building those
access that they already have. So this doesn't count
for the Gty. |It's not a benefit that it translates
into a school, a firehouse, or education. That's
basically they are paying -- that noney go back to
hel p them pay the debt that they got into, right?

GEORCE SVEETING That is correct. The
PI LOT paynents comi ng off of those other stadiuns are
not flowwng to the Gty as revenue -- as general
revenue for the Cty.

COUNCI L MEMBER RODRI GUEZ: So how can
this -- and | hope at the end contribution that we
expect from Madi son Square Garden will be sitting at
the table, and getting to everyone, and making it to
the Gity. W also set a standard, though, in
i ncreasing the other investnent that we have nade
providi ng | and, providing other major incentive to
both new institutions, sports institutions that we

have built in the | ast couple of years. [sic]
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GEORGE SVEETING | think that if -- it's
important to remenber that these are structured very
differently. Those three deals are structured very
different fromthe benefit that is available to
Madi son Square Garden here. And at this point it nmay
because there are bonds that have been sold, and
those conme with covenants and agreenents about how
revenues will be generated, and how revenues w |l be
used. It may be since it's too late to really nake
signi fi cant changes there.

| nmean one could always | suppose and try
to negotiate with the owners of the teans for themto
make paynents, genuine contributions to the Cty
revenue as a separate deal. But | think given the
way those financing arrangenents were done, ny
assunption is that it would be pretty difficult to
unwi nd those at this point. And they're very --
they're nmuch nore conplicated than a Madi son Square
Garden where you sinply have, you know, you have this
one exenption that can be dealt wth.

COUNCI L MEMBER RODRI GUEZ: But | see the
Cty, the working class, the mddle-class in New York
City they are not too concerned until | did the deal

it was different. Wiat the people in New York Gty
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like to know is what is the contribution that they
have made, was it a good deal. And whatever new
| egislation that that Mdi son Square Garden in the
city would translate into the newer standard. Now it
shoul d al so go onto the table, and used for the
education to also increase the |level of contribution.
[ sic]

GEORGE SVEETING | think certainly going
forward setting a standard that the Gty would be --
woul d make choices that are nore informed by what's
known about the return, the potential return on
investing city -- sports facilities. That would be a
good thing for the City to do.

CHAI RPERSON FERRERAS: Thank you Counci
Menber Rodriguez, Council Menber M| er

COUNCI L MEMBER M LLER:  Good nor ni ng,
Madam Chai r, and thank you for conducting for this
heari ng, and thank you to Council Menber Johnson for
his | eadership and for introducing this resolution.
My question piggybacks on Council Menber Rodriguez's.
During your testinony, you indicated that you didn't
bel i eve that the subsidies were necessarily a good
investnent return for the City of New York. Could

you el aborate on that?
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GEORGE SVEETING  The assunption is that
much of the activity that occurs at a sports facility
certainly could. Consider Yankee Stadium for
exanpl e. You had an existing Yankee Stadium You
incurred significant new costs to the public sector
to incentivize, or to facilitate the construction of
the new stadium But you weren't actually generating
any new or very little new additional economc
activity for the Gty. Because many of us who go to
Yankee Stadium we're going to see Yankee ganes.

We're going before the stadium and we're
going after the stadium The ticket prices m ght
have gotten a little bit higher, but there isn't that
much new econom c activity generated as a result of
constructing particularly a facility that's just a
repl acenment for an existing one. Barclays is a
little different because there you' ve got a new
facility bringing in a teamthat's newto the Gty
and, therefore, there is sone new -- It's easier to
see someone new econom c activity. But even there,
studi es have shown that in many cases that's just a -
- it's a tradeoff.

So sonme of the business that's going to

Bar cl ays, m ght have been going to Madi son Square
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Garden. And so, you're shifting it within the Gty,
but not actually increasing the overall |evel of
econom c activity in the CGty. Barclays probably
increased it some because you' ve brought in sone
previous Nets fans, and people fromChio are nore
inclined, are nore likely to cone into the city.

COUNCI L MEMBER M LLER. Ckay, and to kind
of speak to what Council Menber Van Bramer spoke
about with sonme of these work stoppages that have
occurred in the sports franchises. But in genera
not just the net, as we talk about city subsidies.
Shoul d there be sone type of -- should there or are
there sonme type of oversight because the provisions
in these subsidies that allow for the city to step in
and take actions where they are not consistent with
the original agreenment. | know sonetines buil di ngs
are required to pay prevailing wage and do certain
things like that. Then the Council and City agencies
have oversight. 1Is there any oversight in the
subsi dies that are given to sports franchi ses?

CEORCGE SVEETING At |east in sone cases
there have been. |In the case of Mdison Square
Garden, there aren't. | nmean that's in the sense

that the point of this resolution is that you' ve got
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one particular entity receiving an exenption in
perpetuity with no -- other than their obligation to
play their home ganes in New York. There is no
accountability witten into the current law -- the
current state tax law on this.

COUNCI L MEMBER M LLER  Does that apply
only to Madi son Square Garden? And | want you to be
general as we do a lot of the building throughout the
City of New York. And | know that there are from
time to time there are provisions, specifically the
sports franchi ses, Yankee and Barcl ays Center as
wel | .

GEORGE SVEETING Certainly there have
been requirenents, have been put into sonme of the
standard | anguage about deal s bei ng done by the
| ndustrial Devel opment Agency, and Econonic
Devel opment Corporation. |It's really up to the Cty
| eadership at the tine that the deals are -- These
are usually done as one-off deals taking advantage of
broad rights that are granted to the City, but
they're negotiated. And so --

COUNCI L MEMBER M LLER  [interposing] |

get that --
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GEORGE SVEETING -- the mobility cones
fromwhat you put into those agreenents

COUNCI L MEMBER M LLER: Right, | get that
MOU part, but specifically as in, for exanple, the
wor k st oppages that occur, should we continue to --
shoul d they continue to benefit during the tinme that
there is no benefit to the City? Wen there's no
i ncome and revenue bei ng generated, should they
continue to receive those exenptions?

GEORCE SVEETING | nean, if the
justification for the exenption is that the Cty
benefit from having hone ganes played in the city and
t hat generates tax revenue, and at least in theory
that mght offset the loss to the property tax
exenption. That's the rationale behind this. But
there was nothing put into the legislation -- put
into the | aw when they passed it that requires, you
know, that deals with potential stoppages. | believe
that certainly in one of the earlier stoppages, there
was at | east research done within the Cty government
to look and see if there was any possibility of
cutting off the exenption tenporarily. And they
deci ded there was no -- there's no roomin the

| anguage for that.
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CHAI RPERSON FERRERAS: Thank you Counci
Menber MIler. Now it will be foll owed by Counci
Menmber Cumbo. If | could just ask ny coll eagues. W
have a | ot of nmenbers coming in and out because
there's a lot of other commttees happening. And
we'd like to wap this hearing before the Stated
starts.

COUNCI L MEMBER CUMBO  Very brief.

CHAI RPERSON FERRERAS: (kay, very good.

COUNCI L MEMBER CUMBO  Thank you, Madam
Chair. The first question | just want to rmake sure
of is understanding the dynam cs of why the tax
exenption was created in the fist place. Just very
briefly, was it nore so job creation? Was it -- what
was the inpetus behind getting it started?

GEORCE SVEETING I'mnot that famliar
withit. | don't believe the argunent would be --
woul d have been nuch around job creation since you
al ready had the arena here. The team it was
operating. You had the teans. It was nore about
retaining, keeping them reducing their costs so that
you woul d i ncrease the chance that they would stay in

the city and not relocate teans outside. So
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presunme it was nore about retention that about
creation.

COUNCI L MEMBER CUMBO. Ckay. And then
finally. [I'msure ny coll eagues have a nuch firner
understanding of this, but I need to have this
under st andi ng. Wen you tal k about the present val ue
of these subsidies or $138 mllion for City field,
$350 for Barclays, which is in ny district; and $362
mllion for Yankee Stadium | want to understand
when you' re tal king about the present val ue these
were the initial subsidies that were offered to these
specific entities in order to realize their projects.

GEORCE SVEETING It's --

COUNCI L MEMBER CUMBO  Yes?

GEORGE SVEETING It's a way of
cal culating the | ong-termval ue because nost of these
subsi di es involve recurring transactions over a 30 or
even 40-year period.

COUNCI L MEMBER CUMBO:  Ckay.

GEORGE SVEETING  And so using present
value it's a way of |looking at the flows that are
expected to occur over the next 30 or 40 years. And
converting those future flows, and taking into

account the effect of tine on the value of dollars.
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COUNCI L MEMBER CUMBO.  So it's
under st andi ng what the investnment has materialized
into --

GEORGE SVEETING [interposing] Well,
it's what the --

COUNCI L MEMBER CUMBO.  -- is what this is
reflecting?

GEORGE SVEETING No, this is just
| ooking at the subsidies. It's not net. This is
what the City is putting out.

COUNCI L MEMBER CUMBG:  Ckay.

CGEORCGE SVEETING And it's attenpting by
using a present value, it creates -- it's a way of
| ooking not just at what are you spendi ng today, but
are you going to be spending over tinme? But
converting it back analytically to a -- so you can
conpare all of the dollars at the same tine.

COUNCI L MEMBER CUMBO: | see what you're
sayi ng. Thank you.

CHAI RPERSON FERRERAS: Thank you very
much. Sorry, if you hear a |ot tal king back here.
W're all trying to see who's going to go vote and

back and forth, and where everyone is. So | do want
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to have this vote, but we're going to have the
M nority Leader.

M NORI TY MEMBER VAN BRAMER: [of f m c]

CHAlI RPERSON FERRERAS: Wy don't you go,
and then we're going to open the floor.

M NORI TY LEADER VAN BRMAER: Thank you
Madam Chair. You know, very briefly, | pride nyself
on being an object man both in this body and in ny
life. And the one thing | think was not said, and
shoul d be said is we appreciate the inpact that
Madi son Square Garden in ternms of its enpl oyees has
given to the city. And, we also appreciate the
billion dollars they just spent in their renovati on.
But continuing on, and | think that should be said,
and that should adopted by this Council that it's a
good thing that we have Madi son Square Garden and the
sports teanms here.

I think it doesn't have a huge inpact on
t he econony until they leave. Then it will have a --
then its inpact is not -- if it's not replaced in
kind, is what |"'msaying, is there is the inpact of
havi ng them go. M concern, though, is having a tax
benefit in perpetuity. It sounds to ne that a nore -

- a better tineline is really, should be debated with
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this Council. You get 30 years, you get 20 years,
and you get 25 years.

| don't think anybody in this body or
t hroughout envi si oned a taxpayer-funded stadium for
| ack of a better word, in perpetuity. | think that's
the rub that I have when I"'mtrying to cone to terns

wth howl'mgoing to vote with regards to this.

This bill in fairness here is dead on arrival. [sic]
It's not happening in Albany. | was a forner State
Legislator. It's not passing the Senate. The

Governor is opposed, and ny understanding is that the
Speaker i s opposed.

| nmean tal k about the three-man neeting.
| absolutely oppose it. [It's not going anywhere.
But | think this gives birth to a broader di scussion
that this Council wants to have, which where are we
i nvesting our taxpayer's dollars into spawn econom c
devel opnent, but should only be subject to a
timeline. | think that's the problem | think
that's what ny col |l eagues want to see. But the one
point I want to nake clear to those who are
representing or are part of Madi son Square Garden

nmenbers of the City are grateful that you' re here,
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grateful for the investnent, and grateful for the
j obs created by the organization

That being said, we're not convinced that
it needs to be a tax benefit in perpetuity, and any
t hat broader discussion should take place. So | just
wanted to put that on the record for ny colleagues to
hear what | have to say, and |'mgoing to be voting
here, and |I'mgoing to voting next door as well. So
t hank you very nuch
CHAI RPERSON FERRERAS: Thank you,

Mnority Leader. | also wanted to just highlight
that this kind of brings in and raps on after a
comrent in our budget response why it was included
and | egislation submtted on the -- Sorry, to the
Conmmi ssion to review tax expenditures on a cityw de
and start that conversation. And also neke
recommendations. So | thank you for pointing that
out, and helping ne --and rem nding ne that is very
inmportant to this body. Thank you very much for your
testinony this norning. | don't knowif | should
urge you to go buy Ranger tickets now, but definitely
we'll be calling up the next panel. Daniel @Gllian

[sp?] of Local 1; Stephanie Nillish -- Nalish, sorry,
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District Council 9; and Jessica Wal ker of One Battery
-- of the Partnership for the City of New York.

COUNCI L MEMBER: [of f mc]

CHAI RPERSON FERRERAS: W can hear him
anywher e.

[ Pause]

CHAI RPERSON FERRERAS: Again, please
excuse the nenbers. This is a very inportant topic
to them They're just trying to get their votes in
before Stated. So they'll be coming in and out, and
you rmay begin your testinony whenever you're ready.

[ Pause]

DANI EL G LLOON: [off m c] Good norning,
Chai rwoman Ferreras and nenbers --

[ Pause]

DANI EL G LLOON: | know how t hat worKs.
Good norning, Chai rwonman Ferreras and Menbers of the
Finance Comnmttee. M nanme is Daniel GIlloon [sp?],
and 1'm here representing Janes O affey, Jr.,
President of Local 1 of the International Alliance of
Theatrical Stage Enployees. Local 1 of the IATSE is
the world's premer stage craft union representing
nore than 3,200 stage, television studio workers in

Manhattan, the Bronx, Staten |sland, Westchester, and
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Put nam Counties. | amhere today to support the
t housands of working men and wonen enpl oyed by
Madi son Square Garden, and to urge you to vote no on
the resol ution before you

In today's unstabl e econony, steady, good
paying jobs are hard to come by. |'mpleased to say
that all the enpl oyees who work at the Garden's
events are union nenbers, and Local 1 represents
hundreds of them Like our union, MSG has a | ong and
storied history in New York City. Both organizations
share a mutual dedication to the city that is our
home. Madi son Square Garden enpl oys thousands,
entertains mllions, and generates half a billion
dollars for the city's economes. There are few
stages bi gger than Madi son Square Garden, and just as
nmusi ci ans, athletes, and artists dream about
performng at the world renown venue, we take pride
in working at the world's nost fanpus arena.
Their shows, concerns, and events, over

400 a year, with sone say having nmultiple events,
attract the world to Madi son Square Garden. These
shows nean steady work for union nenbers, and revenue
for New York City. Throughout each of our

negoti ati ons with Madi son Square Garden, the
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conmpany' s managenent has been fair and reasonabl e.
W have al ways cone to an agreenent on issues
concerning fair wages and good benefits, and we
expect to continue to do so for nmany years to cone.
Just as we have found Madi son Square Garden to be
respectful and appreciative of its workforce at | abor
negoti ati ons, we hope that the Council will be fair,
and acknow edge the inportant role Madi son Square
Garden plays in New York City.

Madi son Square Garden enpl oys
approxi mately 6,000 people, injects have a billion
dollars into the |ocal econony, and drives nore than
$200 mllion in off-site spending from people
visiting New York to attend events at the Garden
And now, with the conpetition -- with the conpletion
of the transformation, Madi son Square Garden has
ensured that it will remain the Cty's prem er venue
for generations to come, providing nuch needed job
security and peace of mnd for the Local 1 nenbers
and their famlies.

Si ngling out Madi son Square Garden is
unfair and unwarranted. 1In a conpetitive environnment
wher e busi nesses are often forced to cut wages, and

limt benefits, Madison Square Garden has been
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steadfast in its conmmtnment to the working nen and
wonen of New York City. [bell] Thank you for the
opportunity to testify today.

CHAlI RPERSON FERRERAS: Thank you very
much, and you may begin your testinony.

JESSI CA WVALKER: Good norning. M nane
is Jessica Wal ker with the Partnership for New York
City. The Partnership for New York City represents
the city's business | eadership, and it's |argest
private sector enployers. W believe M5G s
substantial contributions to the city and state
revenues both directly through their facilities and
indirectly through the econom c activity generated by
their events far outweigh the cost of the tax
expenditure that is the focus of this hearing.

Last week, the Mayor unveiled a financi al
plan for the Cty that nmade aggressive conmtnents to
housi ng, education, and |abor contracts. That plan
is only achievable if the Gty continues to realize
at | east 3% of annual growth and econom c out put.
Anything less, will nean a gap in revenues that wll
render the City unable to support the services and
public investnents that New Yorkers want and need.

The Budget O fice and the Partnership are in ful
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agreenent that 3% is the targeted grow h nunber that
is required to support the proposed pl an.

New York City has had a 3% annual rate of
grow h over the past five years, outpacing the
country. But nmaintaining this growth depends heavily
on three key sectors: Technol ogy, tourism and the
creative industries, which include nedia, fashion,
and the arts. MG is an anchor institution in both
the tourismand creative sectors contributing nore
than $500 million a year to the city's econony each
year, and enpl oyi ng 6,000 people in nostly m ddl e-

i ncone j obs.

The success of MSG as a gl obal spots and
entertai nment destination has contributed to NYC
status as the nation's nunber one touri st
destination. MSG events attract nore than four
mllion people a year, including many visitors from
outside the five boroughs and the United States. As
a result of the billion dollar investnent to renovate
the Garden, M5SG s econom c contribution has
accelerated in the past year. And is expected to
gross further in NYCif allowed to proceed with its

busi ness pl an.
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Sust ai ned economic growth al so depends on
t he confidence that enployers and investors have in
state and | ocal governnent. Enployers nake deci sions
about job creation and capital investnents for the
long term And these decisions depend on consi stent
and reliable public policy and regulation. dearly,
MSG relied on | ongstanding public policy with respect
to their tax obligations in their decision to
noderni ze their facility. And MSG enpl oyees rely
upon the sanme for their future job security. For the
Cty Council to arbitrarily reverse a |ongstanding
contract with a solid enployer that is playing an
inportant role in the GCty's economc growth would
send a terrible nessage to the broader business
communi ty, and woul d under m ne busi ness confidence in
city governnment. W urge the Council to hold this
resolution. Thank you. [bell]

STEVEN NALLI SH: Good norni ng, Chairnen
Good norni ng Chai rwonman Ferreras and nenbers of the
Fi nance Comrittee. M nane Steven Nallish [sp?]. |
am a busi ness representative for District Council 9
of the International Union of Painters and Allied
Trades, an affiliate of the Building and Construction

Trades Council of Greater New York. | am here
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testifying on behalf of Council President Gary
LaBarbera, and urging you to vote no on the
resol ution before you

Madi son Square Garden has been, and
continues to be, an econonmi c anchor and creator of
good union jobs in New York City. The Arena al one
enpl oys approxi mately 6,000 peopl e, and generates
over half a billion dollars for New York City's
econony. \When MSG enbarked on a three-year
transformation of the Arena in 2010, New York was in
the m dst of an economic recession. Construction and
| arge-scal e renovation projects were virtually non-
exi stent. The hard working nen and wonen in the
construction trades industry were in crisis.

MSG s decision to invest over $1 billion
to renovate the Arena was an investnent in
resiliency, both of its iconic Arena and in the | ocal
econony. The transformation created 3,700 good
payi ng Union construction jobs that were desperately
needed. Sinply put, in tough tinmes, MG renained
committed to the working nmen and wonen of New York
Cty. In addition to the thousands of construction
j obs that have been created by the renovation,

t housands of others are supported each year through
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the operation of this premer sports and
entertainment facility.

In fact, the magjority of the enpl oyees at
Madi son Square Garden are uni on enpl oyees from
pai nters, electricians, to carpenters and engi neers.
MSG has over 27 collective bargai ni ng agreenents, and
positive working relationships with 14 different
unions. In closing, as a long-tine contributor to
the city's economc growh and civic life, MG should
be comended, not targeted by a resolution that seeks
to single it out in a way that other simlarly
situated entities are not. Thank you again for the
opportunity to speak on behalf of ny Union and
District Council 9 and its 10,000 nenbers, and the
Bui | di ng Construction Trades Council of G eater New
Yor k.

CHAI RPERSON FERRERAS: (kay. So we have
several nmenbers that would like to speak, and | w |
speak after they all speak. So we have Counci
Menber Johnson followed by Majority Leader Van Braner
followed by -- Ch, I"'msorry, followed by Counci
Menmber Cunbo.

COUNCI L MEMBER JOHNSON:  Thank you al

for comng to testify today. | want to particularly
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say to you unions that are here | stand with you on
many of the issues. |'msupportive of Local 1's
Col l ective Bargaining at Carnegie Hall as well what's
going on at the Met right in making sure this is a
fair resolution. And | stand with the trades in
maki ng sure that our buildings in New York City are
done with Union | abor.

| just want to point out, and I
understand, of course, that MSG has had a benefit to
your individual unions. But | just wanted to say
that | don't believe this is singling anyone out or
unwarranted in anyway. | nean | don't think the
nunbers lie, and MSGis going to continue to have the
jobs, and continue to operate, and continue to nmake
their investnments as they've done. As you pointed
out, a billion dollars in investnent. $17 mllion a
year is not going to affect their bottomline. And
for me it just seens patently unfair that only one
for-profit entity in the entire State of New York has
a section of tax code witten to benefit themin
perpetuity. Wiy shouldn't other entities get the
sanme exact treatnment noving forward?

So | just wanted to say, | nmean | stand

with you in many, many battles and | | ook forward to
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wor ki ng together in the many fights ahead on behal f
of your nmenbers, and behal f of working nmen and wonen
in New York City. But on this, | don't look at this
as us targeting themunfairly. | look at this as us
asking themto be a good corporate citizen, and to do
what ot her corporations are required to do in New
York Gty. Thank you

CHAI RPERSON FERRERAS: Thank you.

Counci | Menber Cunbo.

COUNCI L MEMBER CUMBCO:  Thank you. Very
briefly I just wanted to ask you because if this is a
multi-billion dollar | guess conglonerate you could
say in many ways, have you gotten indications that
potentially of that, as Assenbl yman Weprin spoke
about the $4 billion in profits that MSG generates
each year. Have you gotten indications that they had
to pay that -- that specifically |abor jobs versus
let's say executive salaries would be that which
woul d be targeted?

Are you giving indications that your
division specifically and the | abor jobs that are
part of MSG s portfolio would be those that are
targeted? Because if that is the case, then that

speaks to a larger issue versus them being required
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to pay property taxes. It is that when we nmake those
types of decisions who gets targeted especially is
part of the challenge. And | want to know have you
gotten indications that should this nmeasure go
t hrough that specifically |abor jobs would be
t arget ed?

STEVEN NALLISH | would say this: W
crystal ball broke yesterday. | really haven't heard
of anything of what you're speaking of. But if | was
the Dolan Family and | had an agreenent that we
si gned by Mayor Koch so it's my understandi ng, and
there is no sunset agreenent. And all of a sudden,
New York City Housing Authority -- [I'msorry. The
New York City's Mayor -- the New York City's Counci
wants to go ahead and go after themw th other people
getting simlar type subsidies, | wuld go ahead and
t hi nk about doi ng sonet hing of what you nentioned. |
mean obviously there was a witten agreenent. The
agreenent was broken, and now they're going after one
of their largest union enployers in New York City.

CHAlI RPERSON FERRERAS: Just for clarity
and we can continue questioning. | just want to
clarify that they're being singled out because they

are not like all the other groups. And they're --
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it's very unique in the fact that there isn't a
sunset. And usually these exenptions as they cone to
our -- to this body, have an end date or sunset. But
al so give us an opportunity to have a discussion if
we want to continue the exenption at which we woul d
continue that? W have no opportunity fromthe -- as
the Council Menbers that represent New York City
residents to even engage in that conversation. So
that is why. | just want to have clarity that it's
nore on not why it was needed then, and why it made
sense then, but nore so on the sunset questi on.

STEVEN NALLI SH: Yes, you are correct.
They are not |ike the others, because the others
don't have a witten agreenent with an open-ended
where they do not have to pay property taxes. The
| ast | knew Mayor Koch and his staff, who was a
conpetent mayor. And if they wanted to go ahead and
have a sunset in the tax -- in the property taxes, he
woul d have put it in that docunment. But it's not in
t hat docunent, and other things that have been said
here today is, On, well Mdison Square Garden won't
| eave New York City. Well, you know what we're
al ready we already have two football teans playing in

anot her state. How nany tines are we going to push
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enpl oyers that do the right thing, enploy union
nmenbers, and push them out of New York City?

CHAlI RPERSON FERRERAS: Thank you very
much for your testinony. Council Menber Rodriguez.

COUNCI L MEMBER RODRI GUEZ: | just want to
say al so that, you know, it would be nmuch better if
Madi son Square Garden instead of sending their
testinony they would be sitting there would be
sitting there also. | think that in that way we
woul d be able to ask and get answers for all those
guestions. So |I'd say that the union | eaders that
you are, we are going to be working together in many
areas, too. And as | said before, we -- | believe
that Madi son Square Garden is very inportant as an
institution, but it is also a |lack of respect that
we' re having a hearing, and so here we have been
supporting Madi son Square Garden. W want for them
to get a good deal, but they send their testinony,
and they didn't cone and sit there to all those
guestions by thensel ves.

STEVEN NALLISH: | am not here to defend
Madi son Square Garden. | am here representing | abor
and | know that if it wasn't for conpanies |like

Madi son Square Garden that created m ddl e-i ncone jobs
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that woul d go ahead and give the New Yorkers of this
city the noney to go and spend noney out on our city
streets and in our small businesses, we wouldn't
i nprove the econony. MG is inproving the econony
because they have good uni on paying jobs, and we need
to support and pronote the bosses that pronote good
uni on payi ng j obs.

CHAlI RPERSON FERRERAS: Thank you very
much for your testinony. | think it's inportant that
we hear fromyou and all that you do for our great
city. Thank you for com ng today, and we are
actually going to call the vote, and then we wl|
bring up the next panel just because of the tine.
Billy, you can the Roll Call.

CLERK RAY MARTIN: Ray Martin, Conmittee
Clerk. Rollcall vote Conmittee on Finance.

Preconsi dered Resol ution, Preconsidered Land Use
Itenms. Itens are coupl ed.

CLERK:  Council Menber Ferreras.

COUNCI L MEMBER FERRERAS: | vote aye, and
| urge ny coll eagues to vote aye.

CLERK: Rodri guez.

COUNCI L MEMBER RODRI GUEZ:  Aye.

CLERK: Van Braner.
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COUNCI L MEMBER VAN BRAMER  Aye.
CLERK: 4 bson
COUNCI L MEMBER G BSON: | vote aye.
CLERK:  Cor negy.
COUNCI L MEMBER CORNEGY: [off mic]
CLERK:  Cunbo.

COUNCI L MEMBER CUMBO: | proudly vote

CLERK:  Johnson.

COUNCI L MEMBER JOHNSON:  Aye.
CLERK: Levi ne.

COUNCI L MEMBER LEVI NE:  Aye.
CLERK: Ml ler.

COUNCI L MEMBER M LLER  Aye.
CLERK: Ignizio.

COUNCI L MEMBER I GNI ZI O Aye.

CLERK: By a vote of nine in the

affirmative, zero in the negative, and no

abstentions, the item has been adopted. Menbers

pl ease sign the Comrittee Report. Thank you.

CHAI RPERSON FERRERAS: |If we can keep the

vote open for the next 20 mnutes | woul d appreciate

it.

We have ot her coll eagues and we'll have --

CLERK: Council| Menber Rosent hal .
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COUNCI L MEMBER ROSENTHAL:  Aye.

CLERK: The vote now stands at ten.

CHAI RPERSON FERRERAS: And now we wil |
call up our final panel, Bob Master, CWA District 1,
Austin Shafran, Wrking Fam |ies Organization; Brigid
Fl aherty, ALIGN, Elizabeth Bird, Good Jobs for New
York; and Janes Parrott, Fiscal Policy Institute.

CHAI RPERSON FERRERAS: And, of course, no
respect to this -- disrespect to this panel | have to
go vote, and I will be back, okay. Council Menber
Johnson will be here to call the cue.

[ background di scussi on]

COUNCI L MEMBER JOHNSON: (Ckay, you may - -

CLERK: Quiet, please.

COUNCI L MEMBER JOHNSON: -- start
whenever you'd |ike.

BRI G D FLAHERTY: Good norning, thank you
very much for the opportunity to provide testinony
today. M nane is Brigid Flaherty, and I'mthe
Organizing Director at ALIGN, the Alliance for a
G eater New York. W're permanent [sic] coalition of
community and | abor organi zations united for a just
and sustai nabl e New York. For the |ast seven years

ALl GN has coordinated the Getting Qur Mney's Wrth
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Coalition, a broad coalition of over 50 |abor, faith
communi ty, environnental, and good governnent groups
fighting to make New York's econom c devel opnent
systemwork for all New Yorkers.

During this tinme we rel eased nunerous
reports on the issue. Qur report: The $7 Billion
Waiter was the first of its kind to docunent in
detail all fornms of |local and state subsidies in New
York, and whether they delivered benefits to New York
communities. The report analyzed over a dozen of the
| ar gest corporate subsidy progranms, and showed t hat
anong several poorly designed and wasteful prograns,
one stands head and shoul ders above the rest, known
as mmj or | eague sports facilities, Mudison Square
Garden Property Tax Exenption.

Thi s perpetual property tax exenption is
per haps the nopst outrageous tax break programin New
York. There is no other business in New York with a
perpetual tax break that applies only to that
busi ness to the exclusion of all others. Tax
exenptions typically face phase out over tinme and
require some job creation and other comunity
benefits. The MSG exenption is permanent, benefits

only a single business, and provides no direct
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community benefit in return for this investnent in
t axpayer doll ars.

MBG has received approxi mately $350
mllion through this tax exenption since 1982, around
$16 million per year. |In addition, M5G s tax
exenption is witten into the State Tax Code naki ng
it exceedingly difficult for New York City taxpayers
to have a voice in this deal. Such tax exenptions
serve to deepen the inequality by shifting the tax
burden fromthose nost able to pay, to those | east
able to pay. This lost tax revenue coul d instead be
used to address inequality in New York by investing
in essential infrastructure and creating jobs for the
unenpl oyed. Wth nearly one out of every two New
Yorkers struggling to nake ends neet, this noney
could al so be used to address the shortage of
af fordabl e housing in New York City. | urge the City
Council to pass a resolution requesting that the
State pass and the Governor sign the legislation to
repeal the MSG Property Tax Exenption. Thank you for
your tine.

COUNCI L MEMBER JOHNSON:  Thank you, Ms.

Fl aherty. M. Parrott.
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JAVES PARROTT: Janes Parrott, Fiscal
Policy Institute. Thank you very much for having
this hearing this norning. | applaud the Commttee's
vote in favor of this resolution. Hopefully, it wll
neet a simlar fate when it goes to the floor.
There's a |l ot of new that needs to be said in this
regard. W are, after all, tal king about an
exenption that dates from 1982, a period when the
City's econony was nuch different than it is today.

There, for too long, has been a culture
of entitlement anong | arge corporations, and rea
estate devel opers when it conmes to |ocal tax breaks
supposedly granted to spur the | ocal econony. For
nearly decades, New York City has boasted one of the
nost vi brant | ocal econom es anywhere in the world.
Qur highly valued real estate reflects that econom c
vi brancy. We should keep in mnd that the total
val ue of business tax breaks that New York City and
State award in the City of New York has tripled in
val ue over the past dozen years.

It's well past tinme when New York Gty
needs to re-exam ne each and every one of these tax
breaks. WMany speakers have noted the uni queness of

t he Madi son Square Garden Property Tax Exenption, and
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the fact that it's enbodied in state law. | was a
menber of Governor Cuonp's Tax Reform Affairs
Commi ssion. One of the things that we did was to
exam ne the use and abuse of business tax incentives
in New York State. W retained a couple of expert
econom ¢ devel opnent officials to exam ne those.

And found that there's a critical need
both at the State level, and in New York City and
ot her local levels around the State to re-exam ne
this wide array of business tax breaks. So Madi son
Square Garden tax breaks shoul d be nunber one on that
list. | cane here this norning thinking that we were
tal king about a $17 million annual tax break. W
were enlightened by George Sweeting of the
| ndependent Budget O fice, that given the recent
reassessnent by the Gty's Finance Departnent that
the current value of that Property Tax Exenption is
nore like $50 million a year.

It would be much smarter for New York
City to take that $50 m|lion and allocate that
toward investnents that truly benefit the Cty's
econom c wellbeing. |I'msure the Gty Council has
|l ots of exanples in howit could better utilize such

an investnment. Let ne suggest a fewthat | think
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woul d hel p strengthen the econom c opportunities in
the city. Equipping hard to enploy workers with the
skills and demand in today's job market. Hel ping
m d- career workers pursue a coll ege education or a
new vocational skills training so they can qualify
for higher pay.

Connecting | ocal college graduates with
some of the Gty's flourishing tech conpani es.
Fundi ng subsi di zed childcare slots that enable
parents to get a foothold in the job narket.
Encour agi ng enpl oyers to [bell] devel op career
| ateral opportunities, or support nore business
i ncubators that help fledgling entrepreneurs get
establ i shed, and scale up their hone grown
busi nesses. Thank you very nmuch for the opportunity
to testify.

COUNCI L MEMBER JOHNSON:  Thank you for
your testinony. W have M. Shafran and before he
testifies, I want to acknowl edge the fact that he was
Assenbly Menber Weprin's Comuni cations Director when
Senator Weprin was a Council Menber and Fi nance Chair
in this conmttee, and when this resolution passed in

2008. I1'mglad we have institutional know edge of
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the Gty Council that is able to flag these things.
Austin, you may proceed.

AUSTI N SHAFRAN:  Thank you. It is a
little different being on this side of the table, but
"Il present an unabashedly biased opinion in this
matter. Yes, |I'mhere representing the Wrking
Fam lies' Party, the State's Legislative Director
There's been a trenendous anount of testinony already
given. | don't want to be incredibly duplicative,
but I will say that we strongly believe that public
noney should yield the public benefit. And this is a
tax giveaway that has ceased to present a significant
bubbl e benefit. So, it should cease to exist. There
was a tine and a place where it nmet certain needs.
Late Mayor Koch had said that this was a ten-year tax
exenption, but | don't think that he ever intended it
for a tenured tax exenption.

And what we're really seeing is that we
have an institutionalized separate and equa
treatnent of a particular for-profit industry that
cones at the expense of the city, at the expense of
taxpayers. One of our fundanental beliefs that in
the eyes of the law if everybody doesn't count the

same then nobody counts at all. And this kind of
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gi veaway, this kind of separate and unequal treatnent
is not beneficial to the taxpayers. |It's not
beneficial to the Cty. And it's certainly sonething
that we comrend the Council for pushing hard for its
repeal. And, of course, you nentioned Assenbl yman
Weprin, and wish hima lot of luck with the passage
of the legislation in Al bany. Thank you.

COUNCI L MEMBER JOHNSON:  Thank you,
Austi n.

BOB MASTER. Good afternoon yet? Al nost.
Bob Master, Political Director for the Conmunications
Wrkers. | want to extend ny thanks to Counci
Menmber Johnson for his sponsorship of the resol ution,
to all the Council Menbers for their persistence in
| asting through this hearing, to the Chair for
convening this comittee hearing. | have very little
to add. | nean | think all of the argunents have
been very rehearsed. | would only say -- offer for
consideration two things. | mean | think it's worth
t hi nki ng back to what New York City was |ike in 1982.

There were 1,668 nurders in 1982, but the
physical infrastructure of the city was crunbling.
W were reeling fromthe after effects of the md-

70's Fiscal Crisis. Setting aside the testinony that
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| BO about the general inadvisability of tax breaks
for sports teams, you could understand in that
context a fear that the Knicks and the Rangers m ght
rel ocate. But now we see a conpletely different
situation. The Knicks are the nost val uable
franchise in the NBA. They're worth $1.4 billion
The Rangers the second nost val uable after the Maple
Leafs in the NHO worth $850 milli on.

What ever justification existed for
initiating this tax exenption 32 years ago, has |ong
since evaporated. The second thing | would say is |
listened with great interest to the witten testinony
that the Council read fromMSG and | got really
confused. | thought that we were listening to
testinony from sone kind of charitable non-profit,
job creating entity, sonething |ike a cross between
the Metropolitan Museum of Art, the Sal vation Arny,
and the Wrks Progress Adm nistration.

And there was no nention of the fact that
this was actually a profit-making entity, which is
doing really, really well. They nmade $140 nillion in
profits. Their top five executives made $17 mllion
| ast year. The CEO Janes Dolan $4 nmi|lion, another

$16 mllion fromhis other entities in the city. At
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some point the justification for the city sacrificing
vitally needed tax revenue in order to subsidize a
conmpany, which it's been subsidizing for 32 years is
no | onger justifiable.

So | welcone the vote that you' ve taken
this norning. Cbviously, we hope for a simlar
result in the full Council, and notw thstanding
Counci | Menber 1gnizio' s negative prognosis on our
prospects in Al bany. Especially with the new news
that Janes reiterated that we've now | earned that
this is a $50 mllion a year tax exenption. | think
that the necessity of Al bany acting and giving back
to the City its authority to deal with these kinds of
t hi ngs becones nore and nore pressing. So we
appreci ate your support today.

COUNCI L MEMBER JOHNSON:  Thank you very
much, Bob. Council Menber Rosenthal has a comment.

COUNCI L MEMBER ROSENTHAL: Yes, | just
want to follow up to what you just said. It was
definitely on ny mind as | was | obbied heavily by MG
yesterday. [bell] Wuldn't it be nice to be able to
add up all of the charitable good things that they've
done, right? And how nuch noney would that conme to?

So maybe a couple mllion, right. Maybe. But not
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only that, it's alnbst disrespectful to bring up
those things to the City to say, Wll, we're doin
much with our -- with a good phil anthropic
or gani zati on.

That's pretty disrespectful given the
fact that other people who pay their, and
institutions who pay their property taxes like th
Lincoln Center, for exanple, who |I'mpretty sure
property taxes, also does philanthropic work. Th
poi nt of property taxes is not for philanthropy.
poi nt of property taxes is to provide nmuch needed
city services: police, fire, sanitation, all of
which |I''m sure Madi son Square Garden uses. And t
beyond that, if you want to get to addressing the
safety net, really it's in the hands of Gty
government to determ ne where the greatest need

So | find that argunent not only
di srespectful that they're a great philanthropic
institution, but specious, as well. So, anyway,
to say | really appreciate your bringing up that
point, and may the force be with you in arguing t
in Albany. |If there's anything that -- Cbviously
Counci| Menber Johnson has already. He did your

request, but if there is anything that I can do,
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we can do as a body to help you argue this point, I'm
with you 100% Thank you

BOB MASTER: | have sone thoughts about
that, and I'll share themw th you at another tine.

COUNCI L MEMBER JOHNSON:  Counci | Menber
Cunbo has a conment before we hear our |ast piece of
testi nony.

COUNCI L MEMBER CUMBO  Thank you. | just
want to say that | think that the testinonies that we
heard here have provided new clarity on the issue in
terns of there needing to be a reassessnent of the
val ue of the property, and those sorts of issues.
Under st andi ng what the key top executives are naking,
what the entire financial portfolio on MSG | ooks
Iike. Because it enmpowers us as a Council, and I
think that those resources, or understandi ng of the
clarity of the new nunbers woul d be very hel pful on
the state level as well when our colleagues are there
presenting this.

Because early on in earlier testinonies,
we heard the nunbers that are presented here. And so
if they're going to take that sanme information to
Al bany, it won't be as accurate of an account of

what's actual |y happeni ng, and what we're doing. |
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think it is also very inportant that as far as | abor,
| think it's very inportant -- | think it speaks to a
much bi gger issue when the | abor organi zations fee
that they are going to be targeted as a result of
this. And | think that's where the danger cones in,
in terns of that being fed in that way.

COUNCI L MEMBER JOHNSON:  Thank you
Counci| Menmber Cunbo. Do we want to hear testinony
before, or Council Menber Cornegy would you like to
vote now?

COUNCI L MEMBER CORNEGY:  Yes.

COUNCI L MEMBER JOHNSON: Ckay, we're
going to go to Council Menber Cornegy.

CLERK:  Counci| Menber Cornegy.

COUNCI L MEMBER CORNEGY: Aye on all

CLERK: The final vote in the Conmttee
of Finance is 11 in the affirmative, zero in the
negati ve, and no abstentions.

[ Pause]

COUNCI L MEMBER JOHNSON:  El i zabeth Bird.

ELI ZABETH BI RD: Thank you. Good
nor ni ng, nmenbers of the commttee. Thank you for the
opportunity to testify today. M nane is Elizabeth

Bird. I"'mw th Good Jobs New York. As it's been
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said, | don't have nuch to add. | have submtted ny
testinony. Many of the points have already been
covered, but | do just want to point out that Good
Jobs New York pronotes accountability to taxpayers in
t he use of econom c devel opnent subsi di es.

W have been carefully watching subsidies
to corporations in the nane of job devel opnent that
have been taking place in the city since 2000. And
we' ve been nmaki ng these avail able on our public
dat abase, on our website. And | do really want to
make the point that there have been trenendous
i nprovenents in the transparency of cityw de
subsidies in part due to the efforts of this Counci
and the passage of Local Law 62, which opened up and
expanded information that is available, that the | DA
is required to make available to the public.

Qoviously, the MSG tax -- property tax
abatenent is separate, and that has been the subject
of this hearing. But we very nuch believe that this
-- that MSG should be proud to pay their taxes
because this is a city that has nmade the successful.
And we are now a city that is struggling to rebuild
after Sandy, and we have nunerous needs to invest in

education, and support infrastructure. These are the
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kind of investnents that benefit all, the one percent
and the 99. And we really applaud the Council's vote
t oday.

COUNCI L MEMBER JOHNSON:  Thank you. |
like the way that you put it: They should be proud
to pay their property taxes. And we have one final
i ndi vi dual who signed up to testify today, Andrew
Hol | weck from the Buil ding Congress. So thank you

and we are fine with this testinony.

[ Pause]

ANDREW HOLLWECK: First of all, | want to
apol ogi ze. | know you were expecting to be done with
that group. | forgot to put inny slip. M nane is
Andrew Hol Iweck. I'mw th the New York Buil di ng
Congress. |I'mhere -- | was going to encourage you

to not support this resolution primarily for the
reasons that some of the other organizations |ike the
Partnershi p enunerated, in particular their massive
one billion dollar investnent in their -- in Mdison
Square Garden at a time when we had | ost 30, 000
construction jobs. They were one of the single nost

i nportant construction enployers in the Gty at tinme

when we were literally henorrhagi ng jobs.




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

COW TTEE ON FI NANCE 85

And | think that's the -- we really need
to take that into consideration in the future, and
how i nmportant our construction industry is to
econom ¢ devel opnent. 1'd also point out that | ast
year the New York City Council voted to create a ten-
year special permt for Madison Square Garden. And
it sounded like the stated intention was to nove the
Garden entirely off its current location to return it
to a station edifice, which would not generate any
tax revenue. The cost for noving Madi son Square
Garden woul d probably accrue in part to the Cty.

| would al so observe that a new station
woul d not create any additional capacity for rail,
and it would al so conme at great expense. So as you
pursue that effort, | would take those thoughts into
consideration. But since this is already done, |
woul d al so point out that the Finance Conmttee has
undertaken in its recommendations to reviewthe
City's entire property tax structure. It is
obvi ously an essential source of revenue full of
efficiencies and inefficiencies. And | hope instead
of singling out individual property owners that we

come up with a coherent and progressive policy that
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encourages investnment in the City and increases
investnent in infrastructure. Thank you.

COUNCI L MEMBER JOHNSON: Thank you. |
know we are finishing, but may | ask, how does the
Bui | di ng Congress justify legitimtely between $17
mllion and $50 m | lion being given away to one
i ndi vi dual corporation annually? | just want to
understand what the justification is for that. The
Garden has been rebuilt. The construction jobs are
over. We're happy they were union. | really want to
understand a good wel |l respected organization |ike
the Buil ding Congress, who is smart, and | know you
are smart, Andrew, how does that get justified?

ANDREW HOLLWECK: | think that's a great
guestion, which requires obviously a | engthy anal ysis
of the Gty's tax policy. | haven't |ooked at the
pro forma for Mdi son Square Garden's reconstruction
how they structure their business. Nor have | | ooked
at the pro formas of any other sports institutions
for the GCty's Econom c Devel opnent Corporation, how
t hey consider incenting businesses, |large and snall,
not-for-profit, you know, industrial. These are al

-- these are conpl ex busi ness decisions and --
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COUNCI L MEMBER JOHNSON:  [i nterposing]
And you don't believe that MSGis getting
preferential treatnent given that they have a single
spot in the State Tax Code that is specifically
witten for themin perpetuity? | would think that
it doesn't benefit some of the other people that you
work with that they don't get the sane treatnent.
ANDREW HOLLWECK:  Counci | Menber, |
certainly encourage the Council to look at the City's
property tax structure. | think it's full of
inefficiencies. | do think it's unfair to single out
a single institution that does so nuch for this city.
"' mnot saying -- |'mnot passing judgnent on the
fairness or unfairness of this particular tax
abatenent. | just -- | don't think we've done a firm
enough anal ysis generally to nmake that assertion.
COUNCI L MEMBER JOHNSON: | appreciate
your testinony. And the IBO was here earlier. They
did some in-depth analysis on this. Again, | think
they're a well respected organi zation that | ooks at
t hese issues, and --
ANDREW HOLLWECK:  [interposing] No, |

agr ee.
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COUNCI L MEMBER JOHNSON:  -- are now
consi dered sort of a left of center organization that
i s making recommendations. So | think that a | ot of
anal ysi s needs done by the Finance Conmittee staff,
by the Finance Committee itself, and it will happen.
And | appreciate your testinmony. | just -- it's
interesting to ne when you have very well respected
organi zations that do good work in the City that --
ANDREW HOLLWECK: [interposing] That do
care about the city.
COUNCI L MEMBER JOHNSON:  No, who are.
No, exactly. Wien | say "do good work" that neans
you care about the city. But to cone and ask for
preferential treatnent for one corporation is just --
it's hard for me to understand.
ANDREW HOLLWECK:  Agai n, you know,
anot her exanple is Met Stadium | nmean the Gty is
near conpleting a business deal that will align 126th
across fromdCty Field hopefully | everaging the
unt apped econoni c potential of the people who drive
in and drive out of Gty Field every year. At |ong
| ast there wll be restaurants that will be avail able
to them other anmenities that wll create tax

benefits, spending and jobs in the city. You can
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eval uate whether that's worth it to the city or not,
but I think we need to understand that these things
bring opportunity, vibrancy, and possibly things that
are not cal culable that nake this city the wonderful
place it is to live in.

COUNCI L MEMBER JOHNSON: MSG nade over
$140 mllion in profit last year. |If they had paid
their property taxes, it would have been $17 nilli on.
| think the nunbers don't lie. | appreciate you
comng and testifying. | look forward to working
together in the future, and | once again want to
thank the Finance Conmttee staff, ny Legislative
Director, Louis Cholden Brown, and this commttee is

adj ourned. [gavel]
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