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Intro. No.: 
520

Committee:
Finance 


Title:
A local law to amend the administrative code of the city of New York in relation to extending for four years the time to apply for certain benefits under the industrial and commercial incentive program and in relation to the boundaries of the new construction exemption area.



Sponsor:
Council Member Weprin, by request of the Mayor 

Summary of Legislation:
The proposed local law would amend sections 11-257, 11-258, 11-259 and 11-260 of the Administrative Code of the City of New York extending for four years (from July 1, 2003 until June 30, 2007) the time to apply for certain benefits under the Industrial and Commercial Incentive Program (ICIP) and modifies the ICIP program’s new construction exemption areas boundaries to exclude the area encompassing the World Trade Center site.

Program Benefits:


INDUSTRIAL PROJECTS CITYWIDE 

 

Tax Exemption: a twenty five-year tax exemption program - 100 percent for sixteen years, phased out at ten percent annually for the remaining nine years. Application deadline would be extended to June 30, 2007.  To qualify a minimum required expenditure of ten percent of the assessed value is required. 

Tax Abatement: a twelve-year tax abatement program - fifty percent for four years, phased out at ten percent bi-annually for every two years for the remaining eight years. Application deadline would be extended to June 30, 2007. To qualify, a minimum expenditure of twenty-five percent of the assessed value is required. 


COMMERCIAL PROJECTS

Manhattan North of 96th and the Other Boroughs:

Special Exemption Area: a twenty-five-year tax exemption program - 100 percent for sixteen years, phased out at ten percent annually for the remaining nine years. Application deadline would be extended to June 30, 2007.  Empire Zones are automatically Special Exemption Zones.  

Regular Exemption Area: a fifteen-year tax exemption program - 100 percent for eleven years, phased out at twenty percent annually for the remaining four years. Application deadline would be extended to June 30, 2007.  Minimum required expenditure would be ten percent of the assessed value. 

Manhattan South of 96th:
Renovation Exemption Area: a twelve-year tax exemption program in designated areas - 100 percent for eight years, phased out at twenty percent annually for the remaining four years. Application deadline would be extended to June 30, 2007. Minimum required expenditure would be ten percent of the assessed value. 

Smart Building New Construction Exemption Area: an eight-year tax exemption program for "smart buildings" in designated areas - 100 percent for four years, phased out at twenty percent annually for the remaining four years. The deadline for applying for program benefits is extended to June 30, 2007.

Effective Date:
This local law would July 1, 2003 except that if it shall have become a law subsequent to such date, it shall take effect immediately and shall be retroactive to and deemed to have been in full force and effect as of July 1, 2003 and except that this local law shall not take effect earlier than the effective date of a chapter of the laws of 2003 amending the real property tax law, in relation to extending for four years the time to apply for certain benefits under the ICIP program in a city having a population of one million or more and in relation to the boundaries of the new construction exemption area as proposed in legislative bill number S5214.

Fiscal Year In Which Full Fiscal Impact Anticipated: Fiscal Year 2007


Fiscal Impact Statement:
	
	Effective FY04
	FY Succeeding 

Effective FY05
	Full Fiscal 

Impact FY07

	Revenues (+)
	$0
	($1,000,000)
	($10,000,000)

	Expenditures(-)
	0
	0
	0

	Net
	$0
	($1,000,000)
	($10,000,000)


Impact on Revenues:
Property tax exemptions for increases in assessed value resulting from future renovation and new construction activity are not included in the Financial Plan and therefore do not impact current assumptions related to the property tax base or property tax revenue. Tax abatements on the other hand are credits against existing tax liability and therefore represent subtractions from anticipated property tax revenues. 

Since Fiscal 1998 roughly 350 industrial projects have received abatements totaling $35 million. Industrial abatements in Fiscal 2002 and 2003 averaged eight million. While program participation levels greatly depend on the condition of the local economy, the projected annual industrial abatements total resulting from the program extension would grow to approximately ten million to a level of $18 million by Fiscal 2007.  This estimate assumes that program participation going forward for the next four years will represent program participation experienced over the last four years. The estimate also adjusts future program costs for the 18.5 percent tax increase. 

The current value of ICIP exemption benefits granted in the four years ending in Fiscal 2003 is estimated to have been $755 million and represents mostly commercial benefits.  The Council Finance Division projects that extension of program benefits for the four year period from Fiscal 2004 to Fiscal 2007 would likely increase the value of exemptions by $100 million to a level of $350 million by Fiscal 2007. The increase in the value of exemptions includes the impact of the recent 18.5 percent property tax increase, which raises the value of exemptions and abatements

Several significant factors that are difficult to predict greatly influence the amount and timing of new exemptions. These include the size of the underlying project, the length of time between filing a preliminary application and completion of construction and the timing of the subsequent reassessments with respect to the taxable status date. These factors explain why several years may pass before assessment increases resulting from construction are initially recorded. Most importantly, the participation of large commercial projects in the program have historically represented the majority of program expenditures. These large projects will greatly determine the magnitude of future program costs.

Impact on Expenditures:
Enactment of this legislation does not anticipate an impact on expenditures.

Source of Funds To Cover Estimated Costs:
Not Applicable


Source of Information:

City Council Finance Division

Estimate Prepared By: 

Michael Reid, Financial Analyst

Pablo Zangerle, Deputy Director

City Council Finance Division

Date Submitted to Council:
June 27, 2003.

FIS History:



To be considered by Committee on June 27, 2003.

