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Preconsidered Int. No. 665:

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) (in conjunction with the Mayor)
TITLE: 
A Local Law in relation to the expenditure of payments in lieu of taxes and reporting thereof.

ADMINISTRATIVE CODE:
Adds unconsolidated provision.
Today the Finance Committee will consider Preconsidered Int. No., a proposed local law that would require that payments in lieu of taxes (“PILOTs”) may only be used for purposes agreed to by the Mayor and the City Council. The proposed local law would also require a quarterly 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, which can include tax exemptions. 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 tax exemption and provide the public sector with a predictable revenue stream.  
A major vehicle for granting tax exemptions for economic development is the New York City Industrial Development Authority (IDA).  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.
  The IDA is required to transmit PILOTs received by it to the City.
 

Recent City Council hearings brought to light the fact that IDA PILOTs have been used to fund economic projects without Council authorization.  In the wake of this, 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. Government watchdogs and elected officials including the City’s Comptroller, Public Advocate, and Independent Budget Office voiced concerns regarding the lack of transparency and legislative involvement in the PILOT process. 

On May 11, 2005, the Council adopted Int. No. 584-A, 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 set forth a monthly reporting requirement on the collection and use of PILOTs.

On June 9, 2005 the Mayor vetoed Int. No. 584-A, disagreeing with both the Council’s legal position, as well as with its policy objectives.  

PRECONDIDERED INT. NO. 

Peconsidered Int. No. embodies a compromise reached between the Council and the Mayor over the use of PILOTs.  The proposed local law would end unilateral use by the Mayor of PILOTs by providing that PILOTs “that have not been remitted to the general fund may only be spent pursuant to one or more agreements between the mayor and the council.”  The proposed local law provides that such agreements to spend PILOTs would have to be approved by Council resolution.     For purposes of the legislation, “payments in lieu of taxes” is defined as all payments that are due pursuant to actions of the New York city industrial development agency or the New York city economic development corporation or any city agency with respect to any project when such payments are made in lieu of real property taxes or other taxes which would have been levied by or on behalf of the city if the project were not thereby exempted from the payment of such taxes.”


The proposed local law would also require the Mayor to cause to be issued a quarterly report to the council setting forth for each PILOT “the amount of and entity making the payment in lieu of taxes, the difference between the amount of the real property or other tax that would have been due but for the exemption and such payment in lieu of taxes, and the manner in which such payment in lieu of taxes is collected, held and expended.”   


The proposed local law would take effect the earlier of (i) the date the council adopts a resolution approving the first agreement between the mayor and council pursuant to section one of this local law; or (ii) September 30, 2005.   
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� General Municipal Law §858(15).  


� General Municipal Law  § 874(3).





