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PROPOSED INT. NO. 584-A :

By the Speaker (Council Member Miller) and Council Members Rivera, Perkins, Weprin, Quinn, Monserrate, Koppell, Katz, Brewer, Clarke, Comrie, Dilan, Gentile, Gerson, James, Liu, Nelson, Palma, Reed, Reyna, Sanders Jr., Seabrook, Vann, Moskowitz, Gennaro, DeBlasio, Gioia, Vallone, Jr., McMahon, Stewart, Yassky, Boyland, Jackson, Barron, Gonzalez, Martinez, Recchia Jr., Lopez and the Public Advocate (Ms. Gotbaum)

TITLE: 
A Local Law in relation to the expenditure of payments in lieu of taxes and requiring a monthly report on the collection and use of all such payments to the City of New York.

ADMINISTRATIVE CODE:
Adds unconsolidated provision.
Today the Finance Committee will consider Proposed Int. No. 584-A, a proposed local law that would affirm that payments in lieu of taxes (“PILOTs”) may not be unilaterally used by the Administration to advance projects that have not been authorized by the City Council. The proposed local law would also require a monthly report on the collection and use of all PILOTs made to the City.

PILOTs:

New commercial developments are typically subject to full property taxes upon completion unless granted discretionary benefits by the City of New York (or agencies thereof) under its economic development authority. As an inducement to economic development, the City, or agency thereof, will often grant tax exemptions and other benefits. Oftentimes these tax exemptions involve an agreement for the beneficiary to make PILOT payments. Such payments are typically less than the amount of real property taxes that would otherwise be due. PILOTs reimburse the affected tax jurisdiction for revenue lost by virtue of a property tax exemption and provide the public sector with a predictable revenue stream.  Currently, the following agencies enter into PILOT agreements with developers in New York City: New York City Industrial Development Agency (“IDA”), New York City Economic Development Corporation, Battery Park City Authority, Port Authority, and New York City Educational Construction Fund. 

In fiscal year 2004, the IDA, or its sister agency, the Economic Development Corporation, approved 261 projects resulting in about $48 million in PILOT payments. Another $150 million in PILOT payments came from the Battery Park City Authority.
 In total, the City received approximately $209 million in PILOTs in FY2004. 

IDA:

The IDA is a public benefit corporation organized under Article 18-A of the New York State General Municipal Law (“General Municipal Law”) to serve the five boroughs of New York City. Pursuant to General Municipal Law § 874 and Real Property Tax Law §412-a, property owned by or under the jurisdiction of the IDA is exempt from general real estate taxes. Notwithstanding such exemption, when the IDA leases property to a non-governmental entity, the lease agreement requires them to enter into a PILOT agreement, either separately or as part of the project documents.
 As stated earlier, generally, the PILOT is equal to a portion of tax that would have been levied on the project by the affected taxing jurisdiction if the project were not under the jurisdiction of the IDA.  The IDA and similar economic development agencies are required to transmit PILOTs received by them to the City.
 

Use of PILOTs:

Despite the statutory scheme governing IDA PILOTs, it seems that some PILOTs have been used to fund economic projects without Council authorization. For example, on February 7, 2005, Mark Page, Director of the City’s Office of Management and Budget, testified before this Committee, that the Administration planned to use IDA PILOTs to advance the construction of a new sports stadium on the West Side. After his testimony, the Council sought to obtain information on the collection and use of PILOTs. The Council, however, found that this information is extremely difficult to obtain due to the fact that there is no centralized system to account for these payments and some agencies establishing PILOTs are not subject to mandatory reporting requirements, thereby leaving this particular revenue stream free of legislative oversight.

Furthermore, testimony provided to this Committee by government watchdogs and elected officials revealed overwhelming skepticism toward the use and accounting of PILOTs. On March 3, 2005, New York City Comptroller, William Thompson, Jr., appeared before this Committee and voiced his concerns regarding “transparency and accountability” in the PILOT process.
 He testified that the City currently does not have a central accounting source for these revenues and therefore it is impossible for his office to discern the amount of PILOTs that should be transmitted to the City’s coffers. Because of this discrepancy, the Comptroller believes it is necessary to conduct an audit of the PILOT accounts and will be doing so in the coming months.
 A month earlier, Ronnie Lowenstein, Director of the Independent Budget Office (“IBO”), expressed similar reservations when it came to the transparency of the PILOT process.  In her opinion, the City’s budget process is undermined when revenue streams, such as PILOTs, are not subject to legislative oversight.
 One of the strongest critics of the PILOT process, New York City Public Advocate, Betsy Gotbaum, testified that Administration’s current use of PILOTs, devoid of Council oversight, could possibly be “illegal.”
 

PROPOSED INT. NO. 584-A


Proposed Int. No. 584-A would add an unconsolidated provision to City law codifying the prohibition against the unilateral use of PILOTs without an appropriation by the Council or other specific legal authorization in accordance with the City Charter. 


The proposed legislation also sets forth a reporting requirement.  Within ten days of the effective date of the proposed local law, the Mayor would be required to provide the Council with a report on the collection and use of all PILOTs made to the City of New York City IDA, the New York City Economic Development Corporation or other local development corporations, or to the City of New York or any agency or agent thereof. This  report would identify the amount of the PILOT; the person or entity paying such PILOT; the agency or entity that established such PILOT; the amount of the real property or other tax for which the person or entity paying the PILOT would have been responsible were the property or transaction not the subject of the tax exemption and the difference between such amount and the PILOT; the agency or entity collecting such PILOT; the funds or accounts into which each such PILOT is paid; and if any such PILOT or portion of such PILOT has not been paid into the City’s general fund, the use to which such PILOT or portion thereof has been put.


A current report would have to be provided on the first of every month after the initial report, provided that if the first monthly report following the initial report would be due within 15 days of such initial report, the first monthly report would not be required.


The proposed local law would take effect immediately.   
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