Staff:
Beverly Reid, Counsel


Michael Reid, Senior Finance Analyst

[image: image1.png]




THE COUNCIL

REPORT OF THE INFRASTRUCTURE DIVISION

Marcel Van Ooyen,  Legislative Director and Deputy Chief of Staff

COMMITTEE ON ECONOMIC DEVELOPMENT

Hon. James Sanders, Jr., Chair

September 15, 2005

INT. NO. 693:
By: The Speaker (Council Member Miller) and Council Members Gerson, Gerson, Brewer, Gennaro, Liu, Sanders, Jr. and Weprin 
TITLE:

A Local Law to amend the Administrative Code of the city of New York, in relation to establishing a Chinatown/Lower East Side empire zone and the repeal of section 22-715 of such code.


ADMINISTRATIVE CODE:
Amends title 22 of the administrative code of the city of New York by repealing existing section 22-715 and adding a new section 22-715. 

INT. NO. 693: 


The bill would amend the Administrative Code of the City of New York by authorizing the establishment of a Chinatown/Lower East Side Empire Zone within the Borough of Manhattan and by adding a new section 22-715 to establish the boundaries of that zone.  


Section one of Int. No. 693 expresses the Council’s views on the economic benefits of the designation as an empire zone. It is also the Council’s view that affordable housing within the Chinatown/Lower East Side Empire Zone remains a critical need, as it does throughout the City, that the designation of an empire zone does not preclude the preservation and creation of affordable housing within an empire zone, and that efforts must be made to preserve and increase the desperately needed supply of housing for low-income individuals and families within the zone, as well as elsewhere.  


Program Background:


In August 2002, the Council enacted Local Law 25/2002 which authorized the submission of an application to the State for designation of a Chinatown/Lower East Side Empire Zone but it was for a much smaller area than is set forth in Int. No. 693. Unfortunately, the State declined to approve that application.


In April 2005, the State Legislature authorized the creation of eleven additional Empire Zones throughout the State in specified counties (those counties in New York State that did not already have an Empire Zone), and an additional one “in New York County in the vicinity south of East Houston Street, east of Broadway, west of the East River, and north of Chambers Street and the Brooklyn Bridge, in an area commonly known as Chinatown.” (Chapter 63 of the Laws of 2005). The State legislation authorized the designation from among those of up to three (3) new Empire Zones in each of the next four (4) calendar years, including this year (General Municipal Law §960(b)).


The State has also recently set September 29, 2005 as the deadline for submission of applications for the three zones that may be designated in this calendar year. An application for Empire Zone designation must be accompanied by a local law that authorizes the application, establishes an Empire Zone Administrative Board, designates a certifying/decertifying officer designation and establishes the Empire Zone’s boundaries. Int. No. 693 incorporates into the boundaries of the proposed Empire Zone essentially the entirety of the area authorized by the State Legislature.



The Economic Development Zone Program was established by the State Legislature in 1986 and is set forth in General Municipal Law (GML) Article 18-B, §§ 955 et.seq.). In 2000, the State Legislature renamed the program the Empire Zone Program.  The Empire Zone Program is designed to stimulate economic growth in a number of the State’s most severely distressed areas by providing tax incentives and utility discounts for businesses that locate or expand within the Zone.  To ensure that the population targeted by the program will benefit from the new jobs created, localities are required to provide or arrange for job training, childcare and other assistance that will prepare individuals to enter the workplace.  Since the program seeks to have long-lasting impact on distressed neighborhoods, it calls for localities to coordinate their efforts with departments of social services, training institutions, labor unions, community–based organizations, publicly funded job training programs and private industry councils, as well as with other agencies that could be expected to play significant roles in the local economy.  Specific benefits that the program provides include, but are not limited to, a combination of tax credits and tax exemptions, reduced utility rates and technical assistance.

Requirements and Procedure for Designation of an Empire Zone: 


In general, General Municipal Law § 958 (a)(i) requires that the area include one or more United States census tracts having a minimum poverty rate of 20 percent, an unemployment rate equal to 1.25 times the statewide rate, and a population of at least 2,000.
  Areas that are nearby or contiguous to census tracts or block numbering areas described in §958(a)(i) are also eligible to be included in an Empire Zone if the Commissioner, at the request of the applicant, finds that such additional areas have significant potential for business development and job creation and will enhance economic revitalization of the Zone and benefit Zone residents
.  Also, in general, the designated area must meet the following additional requirements:

1. It must be limited in size to two square miles;

2. A minimum of 25 percent of the total Empire Zone area must be zoned under the local zoning resolution for commercial or industrial use as-of-right; and 

3. At least 25 percent of the total land within the Empire Zone area must be vacant, abandoned or otherwise available for commercial or industrial use.


However, by specifying boundaries for a Chinatown/Lower East Side Empire Zone, the State Legislature has implicitly determined that these criteria are met or determined that such criteria need not be met.


Applications for designation of an area as an empire zone are submitted to the New York State Commissioner of Economic Development who is authorized to make recommendations to the Empire Zone Designation Board but it is the Empire Zone Designation Board that actually makes the designation from among those recommendations. This Board consists of the New York State Commissioner of Taxation and Finance, the State Director of the Budget, the State Commissioner of Labor, two members appointed by the Governor, one member appointed by the Temporary President of the Senate, one member appointed by the Speaker of the Assembly, and two non-voting members, one of whom is appointed by the Minority Leader of the State Senate and one of whom is appointed by the Minority Leader of the State Assembly. The Governor designates the chairman of the Board from among the voting members.


Empire Zone designations remain in effect until June 30, 2011.

Description of the Chinatown and the Lower East Side Economies:


“Chinatown is currently a busy commercial hub that is home to over 3,750 businesses, many of which are in the retail and wholesale industries.  The area is a manufacturing center for New York City’s garment industry, a tourist attraction and cultural center for Asian Americans throughout the New York City metropolitan region.”
  Canal Street, the neighborhood’s main transportation corridor, facilitates distribution of goods manufactured in the area by linking the Manhattan and Brooklyn Bridges with the Holland Tunnel leading to New Jersey.
 



The Lower East Side is home to over 1,000 businesses, primarily family-owned and operated small retail businesses such as food, clothing and decorating shops that primarily cater to the metropolitan area, gift shops that cater to tourists, boutiques, cafes and bars.  The dramatic fall off in foot traffic following the September 11 disaster resulted in major losses to these businesses, some losses in excess of 40%. The Lower East Side is also home to some manufacturers operating out of commercial/industrial space. 


Notwithstanding its activity and strategic location, Chinatown and the Lower East Side are communities with areas of high poverty, considerable unemployment, overcrowded housing conditions and vacant or under utilized light manufacturing and retail space.  In recent years, the garment manufacturing industry, a major employer in Chinatown, has suffered economic downturns.  The World Trade Center disaster on September 11 exacerbated the troubles of this declining economy.  The garment, restaurant, retail and tourism industries suffered the greatest declines in revenue as a result of September 11.
  


To date, the economies of these neighborhoods have not fully recovered.

Update

The Committee on Economic Development passed Int. No. 693 on September 15, 2005 by a vote of five in the affirmative, none in the negative, with no abstentions.

� http:/www.empire.state.ny.us/serv_location_edz-ez.html.


� General Municipal Law, Article 18-B, §958(a)(i).


� General Municipal Law, Article 18-B, §958(a)(ii).


� General Municipal Law, Article 18-B, §958(a)(iii).


�  DBS, Chinatown/Lower East Side Empire Zone Economic Development Policy, 2002, p. 1.


�  Id. at p. 1.


�  Asian American Federation of New York, “Chinatown After September 11th: An Economic Impact Study”, April 2002.
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