MEMORANDUM IN SUPPORT

TITLE: A Local Law to amend the administrative code of the city of New York, in relation to food vendors.

TYPE OF LEGISLATION:  Local Law

SUBMITTED BY:  Council Member Avella 

REASONS FOR SUPPORT:

In 1995, the City Council passed Local Law 15 that sought to restrict the number of food cart permits that the Department of Health and Mental Hygiene (“DOHMH”) could issue to individuals engaged in the food vending business.  These were limited to one full-term or temporary vendor permit permit per individual, corporation, partnership or other business entity.  This was done in an effort to stop the practice of illegal leasing of food cart permits by multiple permit holders for exorbitant sums of money.  

Although this was a laudable goal, there were severe and unintended consequences which affected certain small business owners who held multiple full-term or temporary permits and who were exclusive distributors or manufacturers.  These small businesses were devastated and were forced out of business because they must rely on their ability to maintain a profitable number of pushcarts that can legally purvey their food products on the City streets and each of those pushcarts requires a valid food cart permit. 

The Council attempted to rectify this situation in 1997 as it related to exclusive distributors or manufacturers who were former holders of multiple temporary permits and amended the Administrative Code by restoring multiple temporary cart permits to exclusive distributors or manufacturers who lost such permits as a result of Local 15 of 1995.  

Unfortunately however, the Council inadvertently failed to address this same harsh consequence for those small business owners who held multiple full-term permits.  Therefore, this Local Law will now complete the process by restoring multiple full-term cart permits to exclusive distributors or manufacturer who lost such permits as a result of Local 15 of 1995.

The most important provision of Local Law 27 of 1997, and of this proposed Local Law, is that in an effort to continue the protections against illegal leasing at exorbitant prices, language is included which states, in part, that any lease agreements entered into by holders of multiple permits contain fair and reasonable terms based upon such factors as the cost of purchasing and maintaining the pushcart and that the terms of the lease agreement are the result of an arms length negotiation.  In addition, this law will only return the multiple permits to those small businesses engaged as exclusive distributors or manufacturers who were in business prior to December 31, 1995.  The main provisions of Local Law 15 of 1995 will remain intact in terms of the limitation to one permit per individual, corporation, partnership or other business entity.  In this way the fundamental purposes of Local Law 15 of 1995 are honored and some of the harm done to these small businesses is alleviated.

Finally, it is hoped that in addition to remedying the unintended consequences of Local Law 15 of 1995 on small business owners, this legislation will also bring to light another unfortunate consequence of Local Law 15 which was to create a vast black market of illegal leasing of cart permits by individuals who hold single cart permits and who have obtained such permits with the sole intent of illegally leasing at more than exorbitant sums.  This widespread practice shows that the very situation which was sought to be addressed by Local Law 15 of 1995 was only made worse and has resulted in the loss of millions of dollars in tax revenue to the city and potentially hazardous food products being sold to consumers with no chain of accountability.

Council Member TonyAvella

September 22, 2006

