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Exemption terms

* Owners continue to pay real estate taxes on the pre-construction assessed value
of the property.

¢ Construction period benefits of no more than three years; followed by full
exemption; followed by a phase out.

Applications
« Developers apply to HPD for a determination twice: first for construction period
benefits, and then upon completion for final certificates of eligibility.

Rent Stabilization of Units
s All rental units are subject to rent stabilization for the entire exemption period.
« Affordable rental units built within the GEA must be rent-stabilized for 35 years.




Units Currently Receiving Exemption

421-a Benefits by Property Type
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Total units receiving exemption: 149,705

Source: NYC Department of Finance, Annual Report on Tax Expenditures, Fiscal Year 2013



Distribution of Units Receiving Exemptions by

Borough and Property Type
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Source: NYC Department of Finance, Annual Report on Tax Expenditures, Fiscal Year 2013



Total Dwelling Units in 421-a Applications,
by Calendar Year and Borough*: 1986-2013 (HPD")
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*Exciuded Staten Isiand which had 982 units from 1886 to 2013 (ouf of 164,574 fotal in all five boroughs), with 241 in 2000 and 159 in 2007 and no other year with over 100,



Total Dwelling Units in 421-a Applications,
by Calendar Year and GEA Status* (HPD")

Total Units Units in GEA |

*Developments in the Geographic Exclusion Area are required 1o provide affordable housing in exchange for recelving 421-a tax benefits. By borough, the area covers:
Manhattan; Brormx: portions of Claremont and Crotona Park; Brookiyn: the Greenpoint-Williamsburg Waterfront, Downlown Brookiyn as well as portions of Red Hook, Sunset
Park, East Williamsburg, Bushwick, East New York, Crown Heights, Weeksville, Highland Park, Ocean Hill, Prospect Heights, Carroll Gardens, Cobble Hiil, Boarum Hail, and
Park Stops; Gueens: portions of Long Island City, Astorla, Woodside, Jackson Helghts, and the East River Waterfront; in Staten Isfand: portions of St George, Stapleton,

New Brighton, and Port Richmond.



Concerns Expressed About the
Existing 421-a Program

Does not produce enough affordable housing to justify the
expense

Benefit is available citywide, although affordable housing is

only required in certain neighborhoods (within GEA), and
those boundaries are not logical

The incentive may not actually be needed to spur
production, especially in strong markets

Some developers “double-dip” by receiving 421-a benefits
in conjunction with other development programs without
producing additional affordable in exchange

Many of the program rules are burdensome and difficult to
administer, costing both HPD and the industry time and
money

10



* Spurs construction that would not otherwise
take place, especially rental buildings

* That construction produces economic benefits
in the form of development-related jobs
(construction, ancillary jobs), purchases from
local suppliers, permanent jobs in the
buildings and local businesses that serve
residences, etc.
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Arguments in Favor of 421-a

* Creates affordable units in high-demand
neighborhoods where such production would
otherwise not be financially feasible

* Helps achieve income diversity in all types of
~ neighborhoods
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eform

Goals for R

* |f program is to be continued, we must better
tailor benefit to:

— Provide an incentive for new construction of both
market rate and affordable housing that would not
otherwise occur

— But provide no more incentive than necessary

— Preserve and promote mixed income neighborhoods
— Align with City’s affordable housing programs

— Serve households at a broader range of incomes

e Simplify program to reduce time and cost of
approvals
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Geographic exclusion area boundaries

Units eligible (multifamily rental, condo, buildings
of only a certain size, etc.)

Benefit periods (currently 10, 15, 20, 25 years)
Percentage of units required to be affordable
Income bands eligible for affordable units
Eligibility of affordable units for other subsidies
Onsite/offsite/certificate

Length of affordability required
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SUPPLEMENTAL GEA MAPS YEAR-BY-YEAR
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421-a Map of the Geographic Exclusion Area,

1985 - 2005
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421-a Map of the Geographic Exclusion Area,

2005 Changes
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421-a Map of the Geographic Exclusion Area,

2006 Changes

20



421-a Map of the Geographic Exclusion Area,
2007 Changes
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421-a Map of the Geographic Exclusion Area,

2008 Changes
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Testimony of Gale A. Brewer, Manhattan Borough President
A Review of the 421-a Tax Benefits System
January 29, 2015

‘Good morning. My name is Gale A. Brewer and I am the Manhattan Borough President. [ |
thank Councilmember Jumaane Williams and members of the Housing and Buildings Committee for
the opportunity to testify today about the 421-a Tax Benefits Program.

The 421-a tax benefit was created to incentivize new construction. The program started in
1971 during a time when many people felt New York City needed to spur real estate development
activities to reduce blight. Since New York City in the 1970’s would have benefited from any kind of
new construction, 421-a as it was initially introduced did not restrict the tax benefit to the location or
the affordability of new units being developed. But times have changed. Data shows that New York
City had 7,191 new construction starts between November 2013 and October 2014.! And on January
15, 2015, Mayor Bill de Blasio announced that New York City has exceeded Housing New York’s
first-year goals with the financing of 17,400 affordable units in 2014, of which 6,191 units were new
construction starts.

New York City no longer faces a lack of development. Given that spurring development was
the original intention of the 421-a program, we must ask whether giving tax breaks to developments
that would take place anyway—especially projects receiving 421-a benefits on an as-of-right basis—
is worth foregoing the hundreds of millions of dollars the city would have collected in property tax
revenue. Another question to consider is whether 421-a ought to be retargeted to incentivize different
housing issues facing us today, for example, the development of affordable housing.

421-a Projects in Manhattan: A Snapshot

My office has spent the past two years gathering data about the 421-a program in my then-
Council District, CD 6, and later throughout Manhattan. The goal is to better understand the reach
and impact that 421-a has in two areas: How much is 421-a costing New Yorkers, and how many
low- and middle-income families are benefitting from this program?

I want to thank many people for making this possible: the NYC Department of Housing
Preservation and Development (HPD) for providing data on all active 421-a projects in Council
District 6 as of May 2013; Donte’ Coleman, Cathy McGath, Evan Pellegrino, Marian Silliman, and
Omari Williams from the New School Graduate Program in Urban Policy Analysis and Management
who presented a 421-a policy brief to my office in June 2014; the Independent Budget Office’s
housing and property tax analysis units for providing detailed information for all Manhattan
developments receiving 421-a benefits in the FY2015 tax year; and finally, to housing data experts at
the NYU Furman Center for Real Estate and Urban Policy and at the Regional Plan Association for
the research guidance they provided.

! McGraw Hill Construction, as reported by NYC Economic Development Corporation at
http:/Awww.nycede.com/economic-data/real-estate-and-construction.




According to IBO data, there are 701 developments in Manhattan receiving 421-a tax
benefits in the current fiscal tax year. By granting 421-a tax exemptions to these developments, the
City foregoes collecting over $673.8 million in property tax revenues for FY2015 alone. This amount
is spread across 60,738 residential units, averaging just over $11,093 in foregone tax revenue per unit -
in FY2015. If we assume no change in exempted tax value, a single unit receiving a 25-year 421-a
tax exemption would “cost” the City over $277,000 in uncollected tax revenues over the lifetime of
the tax exemption.” '

Unfortunately, no single dataset exists that can definitively show how many affordable units
have been constructed under the aide of 421-a. Prior to 2008, Manhattan developments outside of
designated Geographic Exclusion Areas (GEA) could receive 421-a as an as-of-right tax benefit
without any affordability requirement. Even after 2008, when all of Manhattan became designated
under GEA and the tax incentive was tied to the 80/20 program requiring 20% affordability, we don’t
know for sure whether a developer would choose to apply the 20% requirement to a fifth of the total
number of units or to the total residential square footages within a building (both are aliowed). In
fact, even HPD doesn’t seem to have information on how many affordable housing units were
constructed under 421-a. HPD staff estimated 1,709 affordable units out of 8,432 within Council
District 6 as of May 2013—or around 20%.> Applying this to IBO’s FY2015 tax year data, we can
only estimate that approximately 12,000 units within Manhattan buildings that actively receive 421-a
tax benefits can be classified as affordable housing.

Finally, the high cost of construction in Manhattan often necessitates developers to combine
multiple tax and other financing incentives to make the creation of residential units viable. If
affordable units are part of a project, then a larger amount of subsidy is needed to ensure the project
yields a sustainable baseline return on equity (ROE) for the developer, which typically ranges from
8% to 12%. It is not unusual for a project receiving 421-a to also receive Low Income Housing Tax
Credit (LIHTC), zoning bonus under the Inclusionary Housing Program.(IHP), or other HUD, HPD,
or HDC financing. In fact, according to the NYU Furman Center’s Subsidized Housing Information
Project (SHIP) database, all projects in Manhattan classified as receiving 421-a subsidies also take
advantage of other financing options.” The database also shows 12 developments in Manhattan are
under IHP.

Recommendations

With these data in mind, | have several recommendations both in terms of what can be done
on a city level and for committee members’ consideration as we continue to participate in larger
conversations with state-level policymakers leading up to the expiration of 421-a regulations in June
~2015.

End "Double Dipping" of Overlapping Subsidies

While I understand that layering multiple subsidies is necessary to make a real estate
development project viable, there is one particular kind of subsidy overlap that must be ended.

2$11,093 of assumed 42 1-a tax exemption a year multiplied by 25 vears. Estimate based on average tax expenditure
for demonstration purposes only. Exact amount of foregone tax revenue for each unit is different for each tax year.
Buildings receive 42 [-a tax exemption each year for 10, 15, 20, or 25 years.

® HPD assumed 5 market rate units per affordable unit for 421-a projects without 20% affordability requirements.

* New School policy brief to the MBPQ:; Rethinking 421-a Real Property Tax Exemption, p. 21. Range provided by
NYC-based real estate developer, BFC Partners.

* NYU Furman Center Subsidized Housing Information Project exported dataset. Filers: Manhattan, 421-a subsidy.
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Known as “double dipping,” this is when a developer can use the same number of affordable housing
units to satisfy the affordable housing requirements of multiple subsidy programs. For example, if the
Department of City Planning approves a project for zoning bonus under the Inclusionary Housing
Program in exchange for setting aside 20% of the units as affordable housing, then the same 20%
should not be used to subsequently obtain 421-a tax benefits. Unfortunately, this happens all too
often, and we end up giving away tax breaks without receiving any additional affordable housing
units for 421-a subsidies.

There are two ways to reform double dipping. First, I urge state policymakers to include in
the 421-a reauthorization a new requirement that prohibits either all or a percentage of affordable
housing promised under 421-a benefits from being used to satisfy other subsidy programs’
affordability requirements. Second, I urge the City Council and the Administration to include similar
language in the upcoming zoning text amendment. Whether through continuing IHP or implementing
mandatory inclusionary zoning, affordable units created under the granting of zoning bonuses should
only be used to satisfy zoning requirements.

Offering Units at Area Median Income (AMI) Ranges Affordable to the Community

The previous 421-a reauthorization in 2008 included language on community preference,
specifying that 50% of affordable units created within a GEA (including all of Manhattan) must go
toward buyers or renters residing in the same community district where the project is built. Yet too
often the “affordable” units are not truly affordable to residents living in the community.

Currently, affordable housing under 421-a is set at 60% AMI with the exception of projects
receiving substantial government assistance (SGA), in which case the AMI for affordable units may
range from 30% to 120% AMI provided that the average income threshold does not exceed 90%
AML. But let me list several average neighborhood income levels in Manhattan: Community District
9 in West Harlem has an average neighborhood income of $41,090; Community District 10 in
Central Harlem, $37,460; Community District 11 in East Harlem, $31,537; and Community District
12 in Inwood/Washington Heights, $36,872. For a 4-person household to afford a 60% AMI
affordable unit built under the 421-a program, annual income needs to be $51,540, which is beyond
the median neighborhood incomes in the districts mentioned above.

The core of the issue is affordability. There are two ways to increase opportunities for low-
income households in the community to access affordable housing: lowering the average AMI ceiling
of 421-a projects with SGA from its current threshold of 90% AMI, and increasing the percentage of
required affordable housing units under 421-a. When the total number of affordable units is increased
within an AMI range geared toward a lower average AMI ceiling, more units affordable to low and
very-low income families may become available.

I understand that expanding the AMI range and increasing a project’s affordable unit
requirements is going to have an impact on a developer’s Return on Equity (ROE). This is why in
June 2014, 1 asked a team of New School graduate students to conduct ROE analyses based on a
typical developer s pro forma. The team used 8.8% ROE as a baseline and concluded the followmg

e By lowermg the average AMI cellmg of 421-a projects w1th SGA from 90% to 80% AMI
ROE decreases from 8.8% to 7.9%.

¢ Community District median income from NYU Furman Center’s State of New York City’s Housing and
Neighborhoods in 2013. 60% AMI for family of 4 is based on HUD’s FY2013 calculations to keep numbers
comparable within 2013.



e By increasing the affordable unit requirements from 20% to 30%, ROE decreases from 8.8%
to 7.6%.

¢ In both instances, if additional government subsidies can be secured, a project can potentially
achieve 40% to 45% of affordable units at lower average AMI threshold and keep ROE
above 8% if it is located in a neighborhood with strong housing market such as many parts of
Manhattan,”

There will be a decrease in operating revenues for developers for doing the right thing and providing
more housing opportunities to local residents at a level that they can truly afford. But keep in mind
that developers are receiving on average over $10,000 in tax exemption for each unit in the building
per year—both affordable and market rate. The dip in ROE is a fair exchange for 10 to 25 years of
property tax exemption. I urge Albany to consider both a decrease in average AMI ceiling and an
increase in affordable unit percentage requirements.

Permanent Affordability

State policymakers should consider requiring all affordable units created under 421-a tax
incentives to be permanently affordable. When affordability is short-term—as it is with all affordable
units developed under 421-a without conforming to other programs that require permanent
affordability—it sets a countdown clock in motion for the day when tenants will inevitably be
displaced. Even for cooperative or condo owners who are committed to living in a neighborhood
long-term, the hike in monthly maintenance cost when their building’s 421-a exemption expires will
be so steep that many will seek to sell their units to higher-income buyers before the subsidy expires,
thus accelerating the changing of a neighborhood. For example, a shareholder in an East Harlem
cooperative expects to see her maintenance increase by 234% to over $2,000 a month upon the
expiration of the building’s 421-a tax exemption. For this person at an income level of 70% AMI in
FY2014, she will likely have to sell her apartment before the exemption expires.

Requiring permanent affordability also recalibrates 421-a tax benefits to what 1 believe is the
most accountable way to “spend” the city’s tax expenditure: by requiring permanent affordability,
luxury housing developers will likely forego the tax benefits for the ability to offer their units at
market rate, leaving a self-selected pool of affordable housing developers who will truly benefit from
421-a. These organizations are already committed to the long-term stability of New York City
neighborhoods. They should be the true recipients of 421-a benefits.

Transparency/Data Collection

In addition to amending the 421-a program’s requirements, I also strongly call for
comprehensive data collection to track information for each project receiving 421-a subsidy and to
make the data publicly available in the spirit of open data.

It is frustrating to ask a simple question such as how many affordable units have been created
under full or partial 421-a tax subsidies and be told that only estimates are available. While HPD
tracks the number of developments receiving subsidies funded at the city level, it is the Department
of Finance that tracks development agreements with affordable unit information. But if a building
participates in IHP or other zoning programs, then zoning-related incentives, including FAR bonuses
and affordable units attached to the requirements, are tracked by DCP. Ultimately, affordable units
are registered with NYS Homes and Community Renewal, but it is widely known that affordable

" Rethinking 421-a Real Property Tax Exemption, p. 28, p. 35.



housing information isn’t always readily available from the agency, and the self-reporting nature of
the registry renders the data incomplete. Outside of government agencies, sites such as Furman
Center’s SHIP database have been invaluable for the tracking and centralizing of subsidized housing
data. But these sites are dependent on agency information and have a necessary time lag due to the
delay often needed to obtain and then centralize information.

I am calling for a data tracking requirement to be amended into 421-a program regulations so
that anyone can go to a website or to HPD or HCR to find out how many affordable housing units
have been created using 421-a. Information must be up-to-date and easy to retrieve. Then we can
start knowing how much of this year’s $673.8 million in tax expenditures goes to support a known
number of affordable units. If agencies work together and data from multiple programs are
centralized, we will also be able to know whether these affordable units are permanent under zoning
programs or are set to expire, by which year, and how we may proactively work with building
owners to begin subsidy renewal conversations before it is too late. New Yorkers are collectively
paying for the 421-a program by foregoing exempted tax dollars that can otherwise be use to provide
services and support other programs, and we all have a right to hold a program like 421-a
accountable to let us know exactly how much it is benefiting everyday, working households looking
for a place they can afford to call home.

Keep Conversation Focused on 421-a

Finally, as City Council, the Administration, and my other colleagues continue to be in
conversation with Albany policymakers over the upcoming expirations of many other housing laws
and regulations, the 421-a conversation must be kept separate from other affordable housing
conversations. Affordable housing is of utmost importance to New York City families and we need
to strengthen all policies that can protect affordable housing. Recommendations for 421-a must not
be conflated with recommendations for Rent Stabilization Law or with J-51.

In summary, I am calling for the following reforms to the 421-a Tax Benefits Program:

¢ End “double dipping” — each unit of affordable housing should only be used to satisfy a
single subsidy’s affordability requirements.

¢ Create affordable units that are truly affordable to low-income residents in the community —
lower the average AMI ceiling for new 421-a projects with SGA, and increase the number of
required affordable housing units for all new 421-a projects.

e Increase transparency and accountability — 421-a data, especially the number of affordable
housing units created under each project, must be made publicly accessible in a user-friendly
manner.

Thank you for the opportunity to testify at today’s hearing. I look forward to continuing this
conversation with many of you in the months to come.



Projects with Active 421-a Benefits in Brewer's Countil District (8)

#
ORJECTID Boro} : _ _ nd DatdiProjectType INumiber - | Application Typi et Date s T 8 .
1 MN| 10687 7503 462 WEST 58 STREET WES |WARD B8 PROPENRTIES, LLG ) i 7172010 B/A020201CONDD TEQBAGZ  |Oming Applcation 11202 1/2000 020 23012 1 1 13
2 MNP 1084 25 511 WEST 55 STREET S5TH CLINTON ASSOC LL] & 22061023 5 4,252 325 ] 20 7112005 BRI0Z0ZBIRENTAL TEQ4271  |Paper Application 06/C7/2004 10212242007 120 Yeors 374 1 1 7]
3 MN| 1105 29 GO WEST 57 SIREET WIACHTIZ 18 CENTRAL PKI S 40230000 | % 5302779 7 20 Tiif2008 BIADZN2G{RENTAL TEQ4659  Paper Application UBIEH2005  |[OS272000 |30 Years 567 3 1 120
4 MN] 1114 7503 19 CENTHRAL PARKWEST EE B/TH STREET NORTH 4 10 71112009 G001 CONDO TEOS758  Paper Applcation 02728720006 10 Years 231 1 1 46
5 MN[ 1117 1 1000 BROADWAY __DELBROREALTY 1820] § 17,774,230 & 234280 7 14 72000 LR GIRENTAL TEOAI04  Paper Application 00202004 0 Years 232 i 5 46
6] MN| 11431 7505 120 West 72 STREET 120 WEST 72ND STREET, LLC 4 i0 T r2ong SR BICONDO TEOBGOR  |Online Application  |05/02/2008 0 Yoars 22 1 1 4]
T OWNl 11811 7502 10 WEST END AVENUE [EN WEST END AVENLUE HOLDINGS L1L.C 5 10F  TN2008 B0ZDIBICONDO TEOB375  [Paper Apphication 02262007 0 Years 174 i 1 35
A MMz 1181 TR 5556 WEST B9 STREET ELEMENT-WEST 50TH 8TREET LLC 3 10 TR0 BIADFOAGIGONDD [EQTHIS  |Paper Application G7A12000 1041082013 110 Years 186 1 1 37
4] M 152 13 220 WEST 60 STREET WEST BOTH STREET ASSOI S 26,144,856 | & 3446 153 p 10 Tznt G001 |RENTAL EQRHY  Online Application  [OB22/2009 10 Yeaty 301 1 1 [
10 MNE 11521 7509 225 WEST 60 STREETVEST 60TH 5T, REALTY PARTNERS LLG 10 Izany BRADRMITICONDO TEQSIBY | Paner Apalication GERI26/2006  [04/23/2609 10 Years B0 1 1 1
117 MN] 31627 7507 243 WEST B0 BTREET WEST END ENTERPRISES, LLC : 10 7201 S130120211C0ONDO TEDRISE  [Onling Application  [07/02/2009 0 Years 41 1 1
321 MN] 1158] 780G 200 WEST END AVENULE 200 WEA SUH CO, LLE 4 10 12000 G020 91CONDD TEOB126  [Online Application  {06730/2008  [04110/2013 |10 Years 165 1 1 4
13p MNL 1158 7507] 160 AMSTERDAM AVENUED AMSTERDAM AVENUE HOLDINGS LLC] S 78248018 5 37233718 i 10 52017 B30/2042 |[RENTAL TEDDIB4  [Ondme Appleation 10580010 Q Yours 310 1 62
4] MNP 1163] 7503 200 WEST 72 STREET -CIN0W 7ZND STREETLLCI S 18678780 ] § 2462 050 H 10 7112012 GA02022 IRENTAL TEGD1GS  |[Online Application 1027182010 10 Years 150 1 38
51 MN{ 11671  THDZ 2148 BROADWAY 75 TH AND BROADWAY DWRER LLE i Hil 71172012 G1A0/20221C0NDO TEQIO0SY [Onkne Appication  [07/2772011 10 Yeors 71 1 14
Gi MM 11681 750 205 WEST 76 STREETITERDAM & 76TH ASSOCIATES, LLEC 2 10 712011 GRBZD21CONDO. TEDBIT Paper Applization DR2G/2000 10 Years 127 1 1 25
17]  MNE 1189] 750 Z30WEST 78 BTREET AMSTERDAM 78 L1C 2 i 7112011 SRAG2021ICONDO TEQT738  Online Application 02812009 10 Years 34 1 1 7
18] MM[ 1171 G2 101 WEST END AVENUE ASNWESTLLC] §  47843.000] § 5,306,304 11 2 7112002 GAI0/202ZIRENTAL TEQ3I32T  Paper Applicalion 121120017 21472002 120 Yeors 507 3 1 104
18] KN} 1171 63 7H WEST END AVENUE BROADCOM WEST 21,908,308 | 3 28877341 17 24 FAnang OfZ0IBIRENTAL TEQZGS  [Paper Application 1411905 3/14/1996 120 Years 1660 i )] 200
01 MN| 1171 1201180 RIVERSIDE BOLLEVARD EQIR-1BD RIVERSIDE H, 34,224 614 4.511.146 14 20 7i1419499 A2 BIRENTAL [EO3044  [Paper Application 5741659 sragnong 130 Years 518 3 1 - 104]
238 MM 1174 133[140 RVERSIDE BOULEVARD EQOR - 140 RIVERSIDE F, L.1.C, 35.607 089 1 & 4692 580 g 20 71112004 BAI0OAIRENTAL EG4138  [Paper Appicalion O4132000 0682007 120 Years 54 1 ~ 71
23 1 117% 148 400 WEST 81 STREET IMP ASHLEY LLGI 5 22,325,135 2,942 808 i0 2012 B802022IRENTAL EOB749  |Oaline Application 471172011 10 Years 208 1 42
23] MN 1711 75021220 RIVERSIDE BOULEVARDPSON WATERFRONT COMPANY B, LLC 10 11142004 830720141 CONDO CO3892  1Paper Apalication Of/27/2003  103/20/2084 110 Years 432 i i
24] RNE 11711 75031240 RIVERSIDE BOULEVARDIDSON WATERFRONT COMPANY A LLE 10 112005 8/302016]CONDOD TEQ4A595  |Pager Applicalion 04/28/2004 10 Years 174 1 1 ]
251 MNY NI TR 20 RIVERSIDE BOLNLEVARDHDSON WATERFRONT COMPANY G, 110 [ 10 JAa0n7 /302017 HCONDD TEDSS566  1Paper Application 10 Years 279 1 1 6
26] w117 FS0SHOU RIVERSIDE BOULEVARD CRPEXTELL PARCEL H, LP 4 10 112009 f302019]CONDO TEQT357  Paper Application 10AZ2007 10 Years 267 1 1 3
27 MM} 1171 7568 93 WEST END AVENUE THE S3WESTENDAVEC] S 16538857 | 5 2,187 805 8 20 71152007 BN IRENTALCOMTEDTDZ2  |Paper Application 111232007, 20 Years 211 1 1 43
280 MNE 11711 75071 B0 RIVERSIDE BOULEVARD CRIFEXTELL PARCEL] LP, 3 10 712010 BANROMNCONDLD TEQ9138  [Baper Application 05/11/2008 Hl Years 269 1 3 58
28 MN[ 11711 7508 60 RIVERSIDE BOULEVARD IMPALDYNLLCI S 087529531 § 1,314,843 2 10 772011 B0 IRENTAL EOR38  |Online Applieation  [03/282011 10 Yoars 136 1 1 27
A0 MW 41Tl T508] 60 RIVERSIDE BOULEVARD IMP ALDYNLLD 2 10 FHI201] BABRR021CONDO TEQHE40  |Online Applicalion  [03/28/2011 10 Yaurg 150 1 1 a0
] MN] 1220 501 AMSTERDAM AVENUE LPF SAGAMORE INC | & 16508888 | & 2,186,555 13 ) 71172000 GIAHZDIDIRENTAL TEQ2850  iPapar Application F/1998 28 Years 255 1 i H4
32 MM 1228|750 223 WEST 80 STREET [CAVAN DEVELOPMENT CORPORATION 7 10 72006 BA0ZDIBHCONDO TEDAROS  Paser Applcation 02125/2008 106232011 110 Yoars 12 1 1 2
33| MN| 1240 52 2495 BROACIWAY LEMO3RD STREET LLCT & 11666915 § 1,537,816 5 70 Fnos BRANZOZBIRENTAL TEQSO5D  Paper Applicalion 091872006 20 Years 143 1 1 29
34] MN| 1242 10 2521 BROADWAY BROADWAY DEVELOPMENT| 8 44nh500 | 5 580,701 11 20 7112002 GO0 IRENTAL TE03472  Paper Application 09/27/200%  [G207/2002 120 Yoars
381 MM 1242] 9055 2537 BROAIMIAYIED BROADWAY DEVELUOPMENT LLC |5 246606451 % 3,251,706 11 20 TR0 83072022 |RENTAL TEOIATT  [Paper Appicalion 9i27/2001% 212002 20 Years 285 2 z 71
36| MND 1243 139 208 WEST 86 STREET CATALPA DEVELOPMENT L] §  3,307500] § 435.962&4 1 10 1172612 BI30/022 | RENTAL TEGHIE4  [CUnine App[ﬁfi)!i(}ﬁ 031972008 {08/14201% 110 Years 9 1 1 E::i
Note 1: Benefit Amount a8 oblained from DOF = ({ AssessadValue - Base YearAssessed Valua) * Phase Qut Percentaga) Total Market Rate Units 8432
Nete 2: Actual Tax Exermplion Values Beaefit Amt* Tax Rate. Example for Block 1105, Lol 29, (5 41,311,000 - § 1,080,900) X 100% = § 40,230,100 * 13.181% = §5,302,720 Tetal Afardable Units 1,708
Naote 3: The Total Benefit Yeses excludes Consbuction Benefi which may be up to Three years, The compistion benell wil decrease at o set pareentage as par Yable 1, % affordibis crealed 20.27%
Note 4: Projects with 20 year tax benefils have affordabilly requirements pursuant to either HDC or HEA financing, o7 421-a Regulatory Agreemants. Number of alfardatile units sie 3 attordable in COG 10.01%
canfirted,  The number of affordable units assocalled with projects with 10 year tax berielits assismes 5 market rate units per affordable unit,
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Testimony of Cecil Scheib, PE, CEM, LEED AP
Chief Program Officer, Urban Green Council
Before the New York City Council Committee on Housing & Buildings
January 29, 2015

Good morning Chair Williams and members of the Committee. My name is
Cecil Scheib and | am the Chief Program Officer of Urban Green Council, the
New York chapter of the U.S. Green Building Council. Creating new housing,
especially affordable housing, is a primary challenge for New York City today.
But the challenge does not end when a tenant occupies the apartment. In
fact, in affordable housing, almost 10% of tenant expenditures go to pay their
utility bifl".
Richer and Poorer
The Biggest Spending Gaps Setween the Top/Bottom Quintiles

0¥ fads: 3 of Expenditures)
32 U

FROTTOM 20 = F0P 20

From day one, tenant costs begin to add up, amounting to tens of thousands
of dollars. Bills can bounce up and down with changes in energy prices,
hurting people the least able to pay. But if energy bills are kept low, people
will have money in their pockets to spend in their local communities instead of
sending it out of the city to the companies that generate power. And they will
be protected from price spikes in the cost of electricity or a brutal summer
that sends their air conditioning bill through the roof.

Tenants typically don't pay for heat or hot water. And modemn electronics get
more efficient all the time - we have laptops instead of desktop computers
now, and L.CD screens instead of big fat TVs, and if the tenant wants to save
money on their bill, they can shop for more energy efficient models when they

% 52 I
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replace these items. That means most of their utility bill comes from the
appliances in the apartment. A refrigerator costs twice as much 1o run over its
lifetime as it costs to buy. But refrigerators and ACs are supplied by the
landlord or developer, who has no incentive to provide a more efficient unit,
since they're not paving the bills. These appliances stay in place for literally
for decades, saddiing tenants with high bills they cannot control. This is why
appliances are 25% of the City's energy consumption®.

It's low-cost or no-cost to provide tenants with high-efficiency appliances
when they're first purchased. Refrigerators and air conditioning should be
ENERGY STAR, saving 15-20% over typical units. Lighting should be all
LEDs. Developers buy these items in bulk so the cost difference is negligible.
If 200,000 new affordable units get ENERGY STAR fridges instead of typical
fridges, each tenant would save $140 over the lifetime of the fridge, and the
City would reduce its carbon footprint by over 65,000 tons of CO,*. The 421a
program uses City money to develop housing for New Yorkers, Why shouldn’t
it bring their energy bills down, tco?

The City's plan to substantially increase affordable housing may increase the
City’s total building square footage by about 4% or 5%. The scale of what
will be built is so large, that if these projects were required 1o be 30% or
35% more energy-efficient overall, it would have major citywide impact
on reaching the goal of 80% carbon reductions by 2050 ~ through a
single Council action. Requiring thal projects that receive City incentives
support both of these goals is a once in a lifetime opportunity.

What if the whole building was built to be energy efficient? The most cost-
effective time to add insulation and improve air sealing is when buildings are
first built, like Knickerbocker Commons in Bushwick®. The City should
explore requiring 421a projects to build to Passive House or other high-
efficiency standards. This would save the developer and the tenant money
in the long run, reduce our carbon footprint, and increase our resiliency
against power outages and extreme weather.

The Council should look at all opportunities to reach its goals. When the City
gives incentives to projects, the projects should support all possible goals,
including resiliency, tenant energy security, and carbon reductions. 421ais a
huge chance to do all of those. Thank you.

' Source: US Bureau of Labor Statistics (Chart; The Atlantic)

“ Source: PlaNYC

¥ Bource: Urban Green Council calculation, based upon manufacturer's data
* Source: One City, Built to Last
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TESTIMONY OF BARIKA WILLIAMS, BEFORE
THE NEW YORK CITY COUNCIL COMMITTEE ON HOUSING AND BUILDINGS
CONCERNING
THE OVERSIGHT OF THE 421A TAX ABATEMENT PROGRAM.

January 29, 2015

Good Morning. Thank you Chairman Williams and to the members of the Committee on
Housing and Buildings for the opportunity to testify on the 421a tax Abatement Program.

My name is Barika Williams and [ am the Deputy Director for the Association for Neighborhood
and Housing Development (ANHD). ANHD is a membership organization of NYC-
neighborhood based housing groups- CDCs, affordable housing developers, supportive housing
providers, community organizers, and economic development providers. OQur mission is to ensure
flourishing neighborhoods and decent, affordable housing for all New Yorkers. We have nearly
100 members throughout the five boroughs who have developed over 100,000 units of affordable
housing in the past 25 years alone and directly operate over 30,000 units.

It’s long past time to re-evaluate the 421a-Developer Tax Break. With 421a set to expire in June
2015, the City and the State cannot allow such a flawed and outdated program to continue. Any
conversation about 421a must include our City Rent Regulation Laws which are also set to
expire in June 2015. Thousands of affordable, rent regulated apartments are being lost each year
through loopholes in the rent laws, leading to displacement and gentrification of low- and mixed-
income neighborhoods. If we continue to lose our existing affordable housing even as we create
more, through tools like 421a, our city’s affordability crisis will only deepen. We must prioritize
New Yorkers’ needs over the narrow interests of real estate developers and protect our rent
regulated housing stock.

While the 421a Developer’s Tax Break has been modified throughout the years, these changes
have proven inadequate. The current version of 421a forfeits billions of dollars in public money
for minimal public benefit in return.

ANHD examined all publically available data on the 421a Developer’s Tax Break. Currently,
there is no City or State agency, or public database which tracks buildings or units the receive
421a. Neither the City nor the State have a citywide 421a base database that includes the location
of all 421a properties, if they required affordable housing, the number of affordable units
created, and when the affordability terms expire. This leaves housing advocates, City officials
and local communities with inadequate and limited information about the role of the 421a
Developer’s Tax Break in their neighborhoods, ANHD’s analysis is currently the only atternpt at
determining the number of affordable housing units created through the 421a Developer’s Tax
Break and mapping them spatially across the city.
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The City’s Department of Finance (DOF) data lists 153,121 residential units receiving a 421 Tax
break in FY13/14. ANHD estimates that only 12,748 of those 153,000 421a tax break units are
affordable housing units. This indicates that only 8.6 percent of the 421a residential units that
received a tax exemption in 2013 were affordable. In the vast majority of the city, developers
collecting and communities are paying for 421a Tax Breaks to developers without providing any
public benefit in return.

The current Geographic Exclusion Area (GEA) is grossly misaligned with the actual reality of
the City. One only needs to look at Central Brooklyn and Western Queens — substantial parts of
which were left out of the current GEA ~ for examples of neighborhoods where previously ‘cool’
real-estate markets are now booming with new residential developments. Regrettably, in these
areas we are currently giving away enormous 421a tax breaks for all-luxury developments and
increasing area rental prices, with no affordable housing required. In 2004 the number of 421a
exemptions citywide was just 19,119 but by 2014 that number had more tripled to 71,950
exemptions in 2014, Furthermore certain 421a may have facilitated the concentration of
affordable units in low-income neighborhoods by aliowing offsite units or a certificate program
for developers. We can’t not allow 421a to create exclusionary pockets communities as a trade of
tax breaks.

The limited areas of the City are within the 42 1a Geographic Exclusion Area that do require
affordable housing still fails to meet the real affordability need of local residents. Inside the GEA
421a developments are required to must make 20% of their residential units affordable to
residents earning 60% of the Area Median Income (AMI), or $50,340 for a family of four. It is
unclear how the 421a AMI levels match the households most rent burdened and struggling to
make their rent. However even these affordable units are priced substantially above the rent
levels affordable to New York City’s actual median household income, 1/3 of New York
households make less than $33,560 per year. Furthermore when 421a is combined with
“substantial government resources” the AMI levels can be doubled going from 60% AMI up to
120% AMI, making the units even more unaffordable for average New Yorkers.

The 421a Developer’s Tax break cost the City $1.1 Billion in forgone tax revenue in FY13/14
alone. That is $1.1 billion that would otherwise go to public services like schools, infrastructure,
hospitals ~and affordable housing. A 421a condo development in Corona, Queens advertised
“only $48 dollars per month for real estate taxes for the 2 bedroom.” This in comparison to the
$4,000+ quarterly 421a tax exemption that each unit does not have to pay based on NYC
Department of Finance online Property Tax Bill Quarterly Statements. Likewise a 40 unit
unregulated rental building located in Williamsburg built in 2008 currently receives a $233,000
421a tax break and because of this pays an annual property tax of only about $17,000.

The 421a Developer’s Tax Break is doubly inefficient and expensive to the taxpayer because it is
generally used in combination with other affordable housing incentive programs. Developers get
to “double-dip” by counting the same 20% set aside of affordable units twice under each
program, rather than layering on additional affordable apartments for each new subsidy source,
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leaving the City, tax payers, and the community with half the public benefits. 421a when used in
conjunction with other housing programs means that communities wind up getting less while
developers get more,

What affordable units that are being created under the 421a Developer’s Tax Break are not
permanently affordable. The current 421a program does not preserve the public benefit. It creates
short-term affordable housing alongside permanent gentrification as neighborhoods are faced
with expiring affordable units that further instability. This puts tenants at risk of displacement
and communities at risk of losing what little affordable housing is created under 421a.
Neighborhoods, like the Upper West Side, will see much of their 1990s and early 2000s 421a
affordable units expire in coming years, leaving both residents and communities at risk of
instability from expiring affordability.

Finally, the current 421a program undermines mixed-income communities. 421a allows the
unfair and unequal tréatment of affordable tenants through limiting access to building amenities,
creating ‘poor-doors,” and physically differentiating between affordable units and market-rate
units. Developers who do not want to treat all tenants in their developments equally with dignity
and respect should simply opt-out and be required pay their taxes. We cannot afford to grant tax
breaks to development projects that further reinforce a tale of two cities.

With 421a set to expire in June 2013, our government officials will be making big decisions on
421a and Rent Regulation that impact NYC housing affordability for years to come. We are at

critical moment. ANHD applauds this committee for holding this 421a Developer’s Tax Break

oversight hearing. It is time for some bold steps to put the public benefit of affordable housing

before the private profit interests of real estate developers.



expiring June 2015

The 4213 developer’s tax break is well understood to be an inefficient giveaway for the real
estate industry. The 421a is a real estate tax exemption that was originally put in place in 1971 to
encourage new residential construction in the city at a time when the city economy and real
estate market were stagnant.

While this may have been a legitimate concern in the 1870s, the City's housing market today is a
far cry from what it was 40 years ago. The primary challenge we face today is not whether the
market will, on its own, incentivize development; it will. instead, we are faced with the dilemma
of how to prevent the market from only building housing that fails to meet the needs of low-,
maderate-, and middle-income people and the neighborhoods in which they live. Today's
challenge is to ensure that the future of our neighborhoods is vibrant, inclusive, and equitable.

Thousands of affordable, rent regulated apartments are being lost each year through leopholes
in the rent laws, leading to displacement and gentrification of low- and mixed-income
neighborhoods. If we continue to lose our existing affordable housing even as we create more,
through tools fike 421a, our city's affordability crisis will only deepen. We must prioritize New
Yorkers' needs over the narrow interests of real estate developers and protect our rent regulated
housing stock.

While the 421a Developer’s Tax Break has been modified throughout the years, these changes
have proven inadequate. The current version of 421a forfeits bitlions of dollars in public money
for minimai public benefit in return. The current program is a windfall for real estate developers,
with little return for communities. We cannot continue to subsidize luxury real estate that is
unaffordable to average New Yorkers,

The current 421a Developer’'s Tax Break is a bad deal for New York City neighborhoods,
financially, and sociaily in the following three key areas:

In this report ANHD examines the 421a Developer’s Tax Break including and exclusive
community-by-community analysis of all the properties’ that received a 421a Tax Break
in Fiscal Year 2013, ANHD’s analysis concludes that the 421a program as it currently
exists is an inefficient and ineffective program that results in more than$ 1.1 Billion in
faregone tax revenue to benefit luxury housing real-estate developers and very little in
return for NYC tax payers with less than 9 percent of units being affordable.

January 2015
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The 421a property tax exemption is available to real-estate developers of new multi-family
resitlential housing. 421a was originally put in place in 1971, when policymakers were concerned
that an extremely weak housing market would not provide encugh of a profit incentive for
private market developers to buitd new housing in the city. Policymaker’s concerns were fueled,
in part, by the city's economic problems and the declining population as many residents moved
to the suburbs. 4213 operates on the basic premise of incentivizing new market-rate residential
construction in order to stimulate the production of housing,

While 421a Developer's Tax Break has been slightly revised over the years, the program is a
holdover from an earlier era when the private sector, arguably, needed a boost to finance the
building of new residential apartments. In the 1980's the City and the State passed revisions to
the 421a Developer's Tax Break. City and State officials adjusted 421a recognizing that the
housing market was rebounding in Manhattan and that granting a 100% tax break for 20 years
for luxury development was a giveaway, City state and officials designated a “Gecgraphic
Exclusion Area” (GEA) in Manhattan, roughly between 14th and 96th Streets inside of which,
developers were required to build affordable housing in order to qualify for the 421a tax break.

The creation of the GEA was built upon and expanded two more times between the 1980s and
today. The program was also revised to eliminate the off-site certificate program which atlowed
market-rate developers to purchase certificates from 100% affordable housing buildings in order
to get their tax break. However, the certificate program concentrated affordable housing in low-
income outer borough neighborhoods and failed to create the mixed-income neighborheods that
communities want and need. While 421a has heen slightly revised over the years, it still operates
on that same basic premise of incentivizing new market-rate housing production.

Today, nearly all new residential construction is eligible for the 421a Developer’s Tax Break.
Projects with 5 or more housing units can qualify for the 421 Developer’s Tax Break “As of Right,”
meaning at the options and discretion of the real estate developer. Those developers that meet
the 421a programs qualifications and rules, as defined by the City and State, can notbe denied
receiving 421a. Currently the 421a Developer's Tax Break has two different sets of requirements.

For those buildings that fall inside the Geographic Exclusion Area, devefopers that use 421a must
make 20% of the units affordable to 60% of Area Madian Income (AMI), or approximately $1,260
in monthly rent for a 2-bedroom apartment. That's below market-rate in some areas, but it's still
unaffordable for most New Yorkers. While 60% AMI at $1,260 in monthly rent may sound
affordable, it is at or above market-rate rents in some areas and rents of £1,260 rents are
unaffordabtle to nearly half of the City’s households.
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Outside of the “Geographic Exclusion Area,” developers are eligible to use 421a without setting
aside any affordable units at all. In these outer borough neighborhoods, there are tremendous
numbers of new multi-farnily market-rate residential housing that pay no property taxes for 20
years with no affordable housing requirements.

in both cases, inside and cutside the “Geographic Exclusion Area,” the tax break applies to the
entire building {the market-rate and affordable units), and lasts 25 years.

The 421a Developer’'s Tax Break is also often used in conjunction with other subsidy programs,
particularly the Inclusionary Housing Program and the Low Income Housing Tax Credits (LIHTC).
However this allows developers get to ‘double dip’ by counting the same affordable units under
both programs, rather than layering on additional affordable apartments for each new subsidy
they take. In some cases the affordable units are made less affordable, at 120% AMI instead of
GO% AMI when 421a is combined with substantial government assistance.

ANHD examined all publically avaitable data on the 421a Developer’s Tax Break. This included
gxamining the total number of 4213 Tax Breaks in the City over the past 13 years. The overali
number of City 421a Tax exemptions has skyrocketed in the just the last decade.

The increase in 421z exemptions varies by borough, with Staten Island and Brooklyn sesing the
mast sizeable jumps in the numbers of 4214 exemptions.

That is $1.1 billion that would otherwise go to public services like schools, infrastructure,
hospitals ~and affordable housing. Qver the past 5 years the city has lost nearly $5 Billion in tax
revenue to 421a Tax breaks.
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The number of residential units receiving 42 1a varies widely across boroughs, with Manhattan
containing 40 percent of all 421a residential units and State Island having only 1 percent of 421a units.
However, the DOF 421a dataset fails to indicate is a residential unit is an affordable housing unit or
even whether the property receiving was required to create affordable housing in order to qualify for
the tax exemption. There is no public database which tracks buildings or units the receive 421,
Meither the City nor the State have a citywide 421a base database that includes the location of all 421a
properties, if they required affordable housing, the number of affordable units created, and when the
affordability terms expire. Housing advocates and city officials réquest for data on 421z affordable
units in their community or district have generally received and estimated or assumed number of 4214

: 16,901
Brooklyn ) ) 44,953
“Manhattan 000 e B AT
Queens . | 29,435
Statendsland oot 1006
STOTAL e o S M52402 0 0 100.0%

However, this analysis leaves Housing advocates, City officials and local communities with inadequate and fimited
information about the role of the 421a Developer’s Tax Break in their neighborhoods. In order to understand
more about the 421a Tax Break ANHD completed a unigue in depth analysis of all 421a tax exempt properties as
of Final Roll Fiscal Year 2013/2014. ANHD then merged this dataset to the New York Department of City Planning
(DCP) Primary Land Use Tax Lot Output (FLUTO} database which provides extensive land-use, geographic, and tax
information on every tax lot in the City.

We then spatially mapped shapefiles of the three 421a Geographic Exclusion Areas (GEAs) —~ the original one,
developed shortly after the program’s inception, the one in use before the 2008 421-a legislation reforming the
GEA, and the one in use from after the legislation {which also the current GEA), Each one of these GEA maps
altowed us to determine where affordable housing was required at a given point in time in the lifecycle of the
421a program. Each 421 tax lot was then spatially analyzed and determined to either be inside the one or
muitiple of the GEA boundaries or cutside the GEA, i a tax was located outside of the GEA it was determined to
have no affordable housing units. If a tax lot fell inside the GEA we then utilized the Year Built data to determine
if the given property was built prior to any affordability requirements based on its geographic location, ™!

* Bulidings were assumed to have a 3-year construction window, the maximum period a building may
receive a construction exemption under the 421a rules,
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Tax lots falfing inside the GEA and buiit after the GEA affordability requirements went into effect
were assumed to have set aside 20 percent of their total units as affordable housing. Cendos that
appear in the data as individual separate tax lots were aggregated by address into a data record
of a single building with multipie units. The result is ANHD's analysis of the location of all Fiscal
Year 2013 421a Developers Tax Break properties, and our estimation of the number and tocation
of the affordable housing units created under 421a.

The following 10 pages of maps capture the outcome of this analysis. All blue squares are land
lots that received a 421a Tax Break, but fall cutside the GEA and therefore are assumed to have
na affordable housing. All red squares are kand lots that received a 421a Tax Break, fall insicle the
GEA and based on their year built are assumed to have set aside 20 percent of their residential
units as affordable housing.

4y

ANHD estimates that only 12,748 of those 152,000 4212 tax break units are
affordabls housing units,

In the vast majority of the city, developers collecting and communities are paying for 421a Tax
Breaks to developers without providing any public benefit in return. The 421a Developer’s Tax
Break farfeits billions of dollars in public money for minimal public benefit in return.
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The current program is 3 windfall for developers, in a strong housing market, with little return for
communities, This must end. We cannot afford to subsidize luxury real estate development that
is unaffordable to average New Yorkers. Below ANHD outlines just some of the many Key
problerms with 421a and why it constitutes a bad deal for New Yorkers.

sasasensssansnsnenannnunananses CHOLLENGE: LEVEL OF OFFODRDOBILITY

The limited areas of the City are within the 421a Geographic Exclusion Area: Manhattan, and small
parts of Brooklyn, the Bronx, Queens and Staten island, that do require affordable housing still fails
to meet the real affordability need of local residents, Inside the GEA 421a developments are required
1o must make 20% of their residential units affordable to residents earning 0% of the Area Median
income {AMI), or $50,340 for a family of four. However even these affordable units are priced
substantially above the rent levels affordable to New York City's actual median household income,
1/3 of New York households make less than $33,560 per year. Furthermore when 421a is combined
with “substantial government resources” the AMi levsls can be doubled going from 60% A up to
120% AMI, making the units even more unaffordable for average New Yorkers.
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The current Geographic Exclusion Area {GEA) is grossly misaligned with the actual reality of the City.
One only needs to fook at Central Brooklyn and Western Queens — substantial parts of which were
left out of the current GEA — for examples of neighborhoods where previously ‘cool’ reai-estate
markets are now booming with new residential developments. Regrettably, in these areas we are
currently giving away enormous 421a tax breaks for all-luxury developments and increasing ares
rental prices, with no affordable housing required. In many parts of the dty, developers get the 4213
Developer’s Tax Break without building any affordable units at all. Furthermore certain 421a may
have facilitated the concentration of affordable units in low-income neighborhoods by allowing
offsite units or a certificate program for developers. We can't not allow 4213 to create exclusionary
pockets communities as a trade of tax breaks.

The real estate industry advocates for tax breaks on the premise that It makes market-rate
development more financially feasible. But rather than make these new residential developments
financizally feasible, these NYC tax-payer funded 4212 tax exemptions are just increasing profits for
real estate developers. Conventional market-rate housing development should benefit the public by
paying property taxes to cover the additional infrastructure, police, schools, parks, health and other
ity services costs that need to be covered when there is new development, i a market ¢an support
the type of high-rent luxury housing that often uses 421a Developer’s Tax Break, it can also support
either its fair share of property taxes or affordable housing that serves community needs.
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sanzannseszrnanaavsxsenenss GRALLENGE: SHORT-TERM AFFORDABILITY

What affordable units that are being created under the 421a Developer’s Tax Break are not
permanently affordable. The current 421a program does not preserve the public benefit. It creates
short-term affordable housing alongside permanent gentrification as neighborhoods are faced
with expiring affordable units that further instability. This puts tenants at risk of displacement and
communities at risk of losing what little affordable housing is created under 421a. Neighborhoods,
like the Upper West Side, will see much of their 1990s and early 2000s 4213 affordabie units
expire in coming years, leaving both residents and communities at risk of instability from expiring
affordability.
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The 421a Developer's Tax Break is doubly inefficient and expensive to the taxpayer becauseitis
generally used in combination with other affordable housing incentive programs. In particular, itis
often paired with the City's voluntary inclusionary Housing Program (IHP] which afiows developers
o build more units than the current zoning would alfow in exchange for making some of those
units affordable. Developers get to “double-dip” by counting the same 20% set aside of affordable
units twice under each program, rather than layering on additional affordable apartments for each
new subsidy source, leaving the City, tax payers, and the community with half the public benefits.

Furthermore, 4212 is also paired with direct subsidy sources such as Low income Housing Tax
Credits, bonds, etc, which teads to similar double- and even triple-dipping. 421a when used in
conjunction with other housing programs means that communities wind up getting less while
develfopers get more.

sunassawes CHOLLENGE: UNFRIR ¢ UNEQUAL TREQATMENT OF TENANTS

The current 421a program undermines mixed-income communities. 421a allows the unfair and
unequal treatment of affordable tenants through limiting access to building amenities, creating
‘poor-doors,’ and physically differentiating between affordable units and market-rate units.
Developers who do not want to treat all tenants in their developments equally with dignity and
respect should simply opt-cut and be required pay their taxes. We cannot afford to grant tax
breaks to development projects that further reinforce a tale of two cities,
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421a units area’t tracked by any ¢ity or state agency. There s no enforcement to ensure that

tenants in affordable 4213 units are being given the leases and rents to which they're entitled.
There is also no enforcement to ensure that landlords are renewing leases to income gualifying
tenants, adhering to falr marketing guidelines, and limiting rents to the capped affordability
restrictions. Initial reviews of developments currently receiving a 421a tax exemption have found
cases where tenants were provided incorrect leases that dig not accurate reflect the units’
affordabiiity regulations,

With 421a set to expire in June 2015, the City and the Slale

cannot allow such a flawed and outdated program to continug.

It's long past time 1o re-evaluate the 421a-Developer Tax
Break. With big decisions by our government ofiicials on 421a
and Rent Regulation, we are at critical moment. [tis ime for
some bold steps to putl the public benelit of alfordable housing
before the private profit interests of real estate developers.

 ENFORMENT OF 421A
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Good morning Chairman Williams and fellow members of the NYC Council Committee for
Housing and Buiiding. I am Diane Cahill, a Vice-President at Gotham Government Relations and
Communications. I submit this testimony on behalf of medium-size developers who operate in
New York City to support the 421-a tax incentive program. '

2015 is a decisive year for the 421-a program which is set to expire in June. Since the programs
inception in 1971, 421-a has made traditionally unfeasible development projects in NYC
feasible. In return, the program has supplied NYC with much needed affordable housing units,
helped bolster rental affordability, and attracted and retained new residents.

The 421-a program provides an essential incentive for city developments with the overall impact
of the program benefiting the city’s residents and economy. In light of the housing crisis that
NYC faces and the ambitious affordable housing program planned for the next decade, the 421-
a program is a necessary incentive to assist in meeting the goals set forth by the current
administration and making the goals a reality.

421-a is not a perk for luxury developments, nor does it contribute to gentrification or
displacement. Many projects do not even qualify for this program, and those that do qualify
must incorporate affordable housing units into their project. In that, the 421-a allows
developers within the city to continue developing on pace with Mayor de Blasio’s affordable
housing plan. The economic benefits that the program brings to the city are more than
significant — the tax caps on 421-a recipient projects are not perpetual, therefore the city will
eventually make steep profits off such developments. The short-term cost of foregone tax
revenue is more than offset by the long-term property tax revenue brought to the city by a
project that receives 421-a after the exemption period ends.

Tax exemptions provide a needed stimulus, particularly in regards to rental housing wherein
affordable housing largely exists. Housing development by the private sector is critical to
continue growing NYC'’s economy and promoting affordable housing.

Land costs within NYC are at a premium; projects necessitate some type of incentive in order to
accommodate the type of affordable housing the city is mandating developers take into
account. This program provides essential assistance, while concurrently creating new
developments, new jobs, new residents, and new affordable housing units.

It is not feasible for developers to undertake projects within the five boroughs where it is
costlier to build than it is outside the five boroughs, which is the reality we face should the 421-
a be allowed to sunset in June. It is counterintuitive that during a time of intense pressure on
the construction and real estate industry to dramatically scale up the number of the number of
affordable housing units across the city, that the city would consider letting such a program
sunset.



The housing crisis in NYC is serious, as should be the solutions to solving it. To hold hostage
programs such as 421-a that are critical to providing affordable housing and provide long-
lasting benefits to this city’s economy, would be economically and financially irresponsible.

Respectfully submitted,

Diane Cahill

Vice President of Government Relations

Gotham Government Relations and Communications, LLC.
1399 Franklin Avenue, Suite 200

Garden City, New York 11530

Office: 516-880-8170

Fax: 516-880-8171

Cell: 631-612-8884

E-mail: dcahill.gothamgr@gmail.com
www,Gothamgr.com




NYSAFAH

NEW YORK STATE ASSOCIATION FOR AFFORDABLE HOUSING

New York City Council Committee on Housing and Buildings: Review of the 421-a Tax
Benefit Program
Testimony of Jolie A. Milstein, President and CEQ, NYSAFAH
January 29", 2015

The New York State Association for Affordable Housing (NYSAFAH) wouid like to thank
Chair Williams and members of the Committee on Housing and Buildings for the opportunity to
submit comments on the 421-a Tax Benefit Program (“421-a”). NYSAFAH is the trade
association for New York’s affordable housing industry, with 350 organizational members
statewide, employing thousands of New Yorkers, active in the development, preservation, and
management of affordable housing. 421-a has been an invaluable tool for the production of
affordable housing in New York City, as exemption from real estate taxes is critical to the
development of new affordable housing.

We cannot solve New York’s housing crisis without building more affordable units. The 421-a
program has led to the creation of thousands of affordable homes in New York City over the last
decade. It facilitates mixed income development and guards against concentrating new
construction of affordable housing in the City’s lowest-income neighborhoods. The growing
demand for more affordable homes means we must continue 421-a and strengthen it to promote
broader affordability and ensure what is built today can be sustained in the future.

The 2015 reauthorization of the 421-a Tax Exemption Program offers the opportunity to further
enhance the program’s ability to support production of affordable housing in New York City.
NYSAFAH recommends the following to maintain and strengthen 421-a:

Opposc prevailing wage mandates: The reauthorization of 421-a must not impose prevailing
wage for construction workers on sites receiving 421-a abatements. Imposing prevailing wage on
projects receiving 421-a would have a devastating impact on residential construction in New
York City — including the production of new affordable units. Mandating prevailing wage for
construction workers on all sites receiving 421-a benefits would increase construction costs by
50%, making many projects infeasible, cutting the number of new affordable housing units by as
much as half, and killing many local, non-union jobs. In addition, the reauthorization should
maintain the existing carve-out for projects with 50% or more affordable units for the building
service worker prevailing wage requirements.

Serve a wider range of houschold incomes through more flexible affordability
requirements: NYSAFAH supports creating a range of affordability options from which to
choose to accommodate variations in project financials and market dynamics within the GEA
without the use of limited City subsidy. Adopting flexible affordability requirements that work in
a range of markets would enable development in areas that are not currently strong enough to
cross-subsidize the 20% affordability requirement at 60% AMI without the use of Hiited City
subsidy. These units would also serve a range of incomes, helping the City achieve its goal of



serving hard-to-reach very low and middle income households. In addition, NYSAFAH
recommends that the program allow for income averaging, which would help facilitate even
greater income mixing within buildings.

Develop a new middle income Negotiable Certificate Program: A middle income 421-a
Negotiable Certificate Program would generate new affordable units for this hard-to-reach
income band. Re-conceptualizing the new program as middle income would help the City avoid
problematic issues that arose under the previous, discontinued version of the Negotiable
Certificate Program, including the concentration of affordable units in the City’s lowest income
neighborhoods and the rapid escalation of land costs in these neighborhoods as 421-a certificate
developers aggressively competed for sites. It would also create opportunities for producing a
greater number of affordable units than the current on-site 421-a option.

The City can structure the new program to ensure it receives adequate value, including
prescribing which moderate/middle income subsidy programs can be used in conjunction with
the certificates and requiring a greater number of certificates per affordable unit in stronger
markets with higher rental/sales prices in order to receive the exemption benefits.

Match the duration of the exemption to the affordability requirement: In order for 421-a to
be an effective tool for the creation units that are both affordable and financially sustainable over
the long-term, the length of the exemption for the affordable units should match the duration of
the affordability requirement.

We would like to again thank Chair Williams and the members of the Committee for
consideration of NYSAFAH’s comments.

Contact: Alexandra Hanson, Policy Director Alexandra@@nysafah.org (646) 473-1209
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Edna Lindquist

Banana Kelly Resident Council

My name is Edna Lindquist. I've lived in the Bronx for over 50 years. I've
been a resident of Banana Kelly for 25 years, and am a leader in the
Banana Kelly Resident Council. | live in rent-stabilized affordable housing,
and as a member of the Resident Council, we are concerned about the

loss of affordable housing in our community.

As part of our overall fight for affordable housing, we are here today to call
foran end to the 421a subsidy, primarily because it creates no public
benefit for our community. Our neighborhood of Hunts Point-Longwood,
located within Community Board 2, remains outside the Geographic |
Exclusion Area, despite having one of the highest rent burdens in the city.
This means that developers are not building housing affordable to
residents in the community, while they continue to receive a 25 year tax
break. In the past five years, 2,053 units have been constructed in zZip
codes 10455 and 10459 in buildings receiving 421a. None of these units
were affordable or rent regulated.” Being outside the GEA has

perpetuated the lack of affordable housing, making 421a a broken policy.

" NYC Department of Finance



At Banana Kelly, 81% of our total waiting list, over 800 families, are below
30% of Area Median Income and cannot meet their affordability needs with
the housing available in our community..In our zipcode of 10459, median
income is $24, 461 fora household of four.2 We need affordable units
buil{ at the extremely low income level, about 30% of AMI. The 421a
program has done nothing to ease the rent bUrden in our community, and
has not delivered units that match our affordability needs. Meanwhile, the
practice of “double-dipping” with other subsidy programs such as

Inclusionary Zoning has further diminished its possible impact.

We’re working to ensure that our neighborhood doesn’t lose any more
affordable housing. 421a, as is, will continue to push our neighborhood
closer to gentrification by subsidizing development without affordable
housing. If developers are to receive tax breaks, we need a program that
requires true affordability and real public benefits for long-term residents
of our neighborhood. Because of the GEA and poorly calibrated
affordability requirements, 421a has not and will not accomplish this in our

community. We therefore call on you to end the program this year.

2us Census, American Community Survey (2013)
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HOUSING AND BUILDING COMMITTEE OVERSIGHT HEARING JANUARY 29, 2015
421A
INTRODUCTION

The 421a partial tax exemption program created in 1971 has been an important and integral compenent
of new housing preduction in the City of New York. Since the mid-1980’s it has been an important
compenent in the city’s efforts to build affordable housing as well. As real property taxes began their
dramatic rise in the late 1990s, the burden an residential rental property has been staggering and
unsustainable. Rental housing now pays more than 30 percent of their gross revenue to taxes. The
partial and temporary tax relief provided by the 421a program is necessary to temporarily alleviate the
high tax burden for new housing to be built.

The 421a program will continue to play a crucial role in the city’s bold and ambitious ten-year, five-
borough housing plan as it mitigates the serious real property tax problems facing housing production,
especially affordable and rental housing.

BACKGROUND

In the early 1970’s the sole intent of the program was to encourage the construction of new housing.
Since then, the program has evolved fo be a catalyst for affordable housing; sometimes in ways
beneficial to affordable housing production, at other times as an impediment.

In the early 1980’s as the city economy and housing market recovered from the fiscal crisis of the 1970s,
the city modified the program to capitalize on the growth of the housing market in Manhattan, roughly
from 96" Street to Houston Street. It established a Geographic Exclusion Area (GEA) which restricted
421a henefits to projects that included affordable housing on site or that purchased negotiable
certificates. The negotiable certificate program established in 1984 and administered by HPD issued
certificates to a builder for the completion of new affordable housing anywhere in the city that was built
in accordance with the program’s requirements. The low-income builder would sell the certificates to a
market rate builder to be used for a tax exemption ¢n a market rate project in the GEA.

After a successful start--in the first two years (1988-89) that affordable housing was completed under
the negotiable certificate program, there were 8 projects built totaling 882 units-the onset of the
recession in 1990 slowed production between 1990 and 1997 (5 projects totaling 155 units}. As the
economy improved new affordable housing picked up and in the last two years (2005-2006) of the
program there were 27 projects totaling 2,017 units. The units built under the affordable housing
program were targeted to a low income population and in many cases were the first newhousing
development in these neighborhoods in decades.

In the midst of the economic slowdown in the early 1990s, the city amended the 421a program to spur
new market rate and affordable housing, introducing a twenty year benefit for having 20 percent of the



units an site and available for households earning up to 80 percent of AMI. Qver the next twenty years,
this program alone generated, primarily in Manhattan, approximately 25,000 new housing units,
including 5,000 affordable units.

In mid-2008 when the city and state legislative changes, which dramatically reduced the availability of
benefits and expanded the GEA, began to take effect, the economy and the city’s housing market
plummeted. However, one indicator of the importance of 421a to housing production was the number
of permits issued before the program changed and the economy faltered. In June 2008, virtually the last
month to vest benefits under the pre-2008 program, the city issued permits for approximately 17,000.
That was more units permitted than the other 11 months of 2008 and more permits than the next two
years (2009-2010) combined.

The 2008 changes which greatly reduced the benefits available coincided with the worst recession in 50
years. New housing permits over a three year period 2009-2011 averaged 7200 a year, this following a
decade in which we averaged 3 times as many units a year. The 2008 changes which were renewed in
2011 did nothing to attempt to reverse this decline in housing production. Many of these changes and
the elimination of the certificate program were impediments, not inducements to the production of
housing.

THE NEED FOR 421A TODAY

As we face another renewal of the 421a program we need to see the program as one very important
tool to address our housing issues and to meet the goals of the administration’s housing plan. Equally
important to the production of new housing is the program’s partial exemption of real property taxes to
alleviate the inequitable burden of property taxes on housing which is an impediment to the production
and preservation of rental housing.

The city faces a systemic housing problem. New housing production has not kept pace with the growing
population which is projected to reach 9 million by 2040. We will need an estimated 20,000 new units a
year for 20 years to meet this demand, as well as replacing every unit that may be lost as a result of
demolition of unsafe buildings. Even if we reach this level, we will not have created enough units to
raise our vacancy level above five percent and create some downward pressure on rents.

. At the same time we have a more challenging affordable housing problem. The median New York City
renter household income is approximately $41,000. These households can afford rent of approximately
$1,000 a month. According to the Census there are approximately 1 million households who could
afford to pay this rent and below. However, there are only 700,000 units that rent at this level or below.
we will need to build at least 300,000 rental units affordable to these household to significantly mitigate
this affordability problem. Tax exemption programs, like 421a, are vital tocls to address these
production problems.

Real property taxes have become virtually an unsustainable burden on rental housing. Between 2002
and 2014 the real property tax levy has increased 130 percent, or approximately 11 percent a year. This
growth has fallen more heavily on Class 2 property {multi-family residential property) and especially on



rental housing. In 2014 Class 2 paid 37 percent of the real property tax levy and accounted for only 24
percent of the market value of taxable real estate. Within Class 2 the inequitable tax burden has fallen
disproportionately on rental housing compared to coops and condos which are also in Class 2.
According to the Independent Budget Report on Real Property Taxes, residential rental buildings pay
property taxes at a rate five times greater than coop and condo huildings. Given the encrmous and
inequitable tax burden on multi-family residential rental property, we will continue to need a robust, as-
of-right tax exemption program to offset for a pericd of time the crushing burden of property taxes to
build new housing and to preserve existing rental housing.

There has been a continuing effort to transform 421a from a housing production plan to an affordable
housing production program. This evolution has been underway for more than 30 years with some
genuine successes. We should continue to search for ways to make the 421a program better serve the
housing needs of our city without jeopardizing overall housing production.



Testimony of Lenore Friedlaender
| B8 Assistant to the President, SEIU Local 32BJ
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Good morning Councilmembers. Thank you for the opportunity to testify
today. My name is Lenore Friedlaender and I am the Assistant to the President at
SEIU Local 32BJ. 32BJ represents 145,000 building service workers across 11 states
and Washington, D.C. and 70,000 of those members are here in New York.

The reauthorization of 421-a in June provides us with an opportunity to strengthen
this program so that it better addresses both the affordable housing and income
inequality crises that New York City is facing.

Specifically, I am here to talk about the ways in which 421-a can be amended to
make sure that public dollars are being used to create good quality jobs for building
service workers here in New York.

When 421-a was reauthorized in 2007, we won prevailing wage requirements for
building service workers. This new requirement helped lift standards for hundreds of
workers. The prevailing wage rate is tied to the standard 32BJ bargains with the real
estate industry which means that permanent jobs created through the 421-a program
are guaranteed to be family-sustaining wages, with family health care coverage,
training opportunities, a pension, and a 401(k).

This was an important victory. Many building service workers are people of color
and over half are immigrants.' Most live in low-income neighborhoods.! The good
jobs created have lifted thousands of building service workers out of poverty and has
been an important tool to combat income inequality. Without jobs at the established
industry standards, many building service workers would otherwise be earning close
to the minimum wage without benefits. Good jobs also contribute to a growing
middle class, support local businesses and are the path to a more vibrant economy.

For these reasons, the prevailing wage requirements under 421-a should be expanded
and strengthened. There are two key ways to do this. First, at the state level we need
to amend the prevailing wage carve outs in the law. There are currently two carve
outs: one for small buildings that are below 50 units and another for buildings that
have at least half of their units affordable to households making 125% of AMI.

The carve out for small buildings means that there are luxury buildings where
workers are not being paid the prevailing wage. This includes buildings where units
are selling for as much as $14 million and renting for up to $40,000 a month.i
Surely, a building this expensive, despite it’s size, can afford to pay their workers the
prevailing wage.



The affordable housing carve out at 125% of AMI means that we are creating
middle-income housing and extremely low wage jobs. This kind of compromise
between affordable housing and job quality is not necessary. There is already a
diverse cross-section of New York City’s affordable housing stock that pays its
building service workers the prevailing wage. '

These carve outs need to be amended so that all buildings that can afford to pay
prevailing wage are required to do so.

The second way to improve prevailing wage requirements under 421-a is by adopting
robust enforcement practices.

Currently, the City is not monitoring or enforcing prevailing wage compliance. Our
data on prevailing wage compliance is from the limited surveys that we conduct on
non-union buildings. Qur research shows that prevailing wage non-compliance is
pervasive. In 2013, we surveyed 38 non-union buildings that receive the tax break
and are required to pay prevailing wage and found that 34 were out of compliance.
Three-quarters of the workers did not have health coverage. More than half had no
sick days and the average wage of non-compliant buildings was $4.00 below the
legally required rate. A survey we conducted in Queens a few months ago also
revealed violations. :

For the most part, enforcement of non-compliant buildings is done by workers who
fight for fair wages and organize to join the union. And often these workers are met
with retaliation. You will hear from one building service worker, Kevin, who was
being paid minimum wage in a 421-a building that was required to pay prevailing
wage. He was recently fired and was participating in organizing with 32BJ.

In November 2014, Attorney General Schneiderman reached a settlement with a
landlord and three developers that returned more than $460,000 in back wages to
workers and enforced rent regulations in those properties.” Though this victory is
one to celebrate, this method of enforcement is not efficient or sustainable and there
are still many workers in 421-a buildings that are being paid below the prevailing
wage.

As Attorney General Schniderman said, “Tax breaks to developers and landlords are
not freebies. They come with legal obligations to New York taxpayers.”” In 2014
alone, building owners cashed in over $1 billion in property tax savings.” If these
‘recipients are not going to meet their legal obligations and pay workers the prevailing
wages they should not be getting this benefit. And the City has a very important role
to play in enforcing these requirements so that our public dollars are being used to
battle income inequality and boost living standards for workets.

We would like to see robust enforcement by HPD, with regular payroll reporting,

reporting on rental and sale prices, and meaningful penalties for noncompliance with
prevailing wage requirements. Under the leadership of the de Blasio administration,
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we hope that there will be more vigilant oversight and enforcement of this kind.

Finally, we encourage the City Council to play a more aggressive role in 421-a here
in the City. The City is empowered by state law to adopt conditions and limitations
on 421-a eligibility, scope and the amount of benefits. The City should use this
power to ensure that 421-a benefits are leadmg to the creation of good quality jobs
and affordable housing.

We look forward to working with the real estate industry, advocates, the Mayor, the
City Council and state legislators to strengthen prevailing wage requirements and
make 421-a a program that works better for working people.

Thank you.

more-4600 -akw s
vi http:/ fwww.nyc.gov/himl/dof/downloads/pdf/reports/reports%20-%20tax expenditurefter 2014 final.pdf
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Good mornmg My name is M[chael McGuire and | am the Political Director of the Mason Tenders’
District Council of Greater New York representing 15,000 members of the Laborers’ International Union
of North America employed as Construction Craft Laborers, hazardous material abatement speuallsts,
recycling plant workers and Catholic high school teachers throughout the fi ve boroughs

I’'m here today to discuss the 421a real estate tax-abatement program. It's somewhat unusual for me to
take a position that could be construed as anti-development, and while this testimony may be
interpreted as such, infact, it is not. What it is, is pro-responsible development.

The 421a program was designed to spur development in underserved communities. Yet now, the lion’s
share of the benefit goes to communities that are in hot real estate markets and in no need of incentives
to spur development. Even more galling is the fact that there is little or no benefit to the public for the

$1.1 billion annual tax break.

Obviously, as a worker's advocate, my main concern is the jobs created by this billion dollar subsidy—
and make no mistake about it—that's exactly what it is, a subsidy, should be good jobs that benefit the
City as a whole, First and foremost, as developers are receiving a public subsidy, prevailing wages and
benefits, as determined by the Comptroller of the City of New York, should apply. Contrary to what
opponents of prevailing wages say, current prevailing wages do not make anyone rich. One of my
members working an average of about 1,400 hours per year, would earn around $56,000, haif the salary
of a member of the City Council. At best, with a working spouse, this is a lower-middle class income in

New York City.

Ssecondly, apprenticeship requirements should be put in place. Building trades journeypersons who have
completed a New York State certified apprenticeship come away with a skill set that is exportable to
anywhere in the world, allowing that person to earn a decent living wherever they may go. Again,
despite what opponents will tell you, apprenticeship programs are not, as it’s been said “union
protection programs”. The truth of the matter is that about half the programs in New York State are
hon-union programs. But here’s a stat I’ll put up against the non-union programs any time: most of the
members of the NYC Building and Construction Trades Council apprenticeship classes are both City
residents and people of color. My program for instance, the Mason Tenders District Council Training
Fund, is more than 90% City residents and 84% people of color and/or women. As a matter of fact, our
program is 9% women of color. That is 450 times the national average for non-union construction. Not

450%, 450 times.



And finally, there should be a local hiring component in exchange for this subsidy. New York City
residents are ponying up mére than a billion dollars in subsidies every year to developers who are
allowed to hire workers from Suffolk and Sulllvan Counties, who are free to tmport workers from
Tennessee and Texas. How about the New York City tax subsidy going to hire New York City residents?

With these three recommendations in place, even more local residents could garner spots in certified
apprenticeship programs, learn skills that will support them the rest of their lives, and earn wages that
will move them up the economic ladder. You're giving away that bllllon dollars every year anyway.. why
not demand these life improvements for the citizens of New Yorki |n return?

The Mason Tenders Dlstrlct Counul supports the reenactment of the 421a program, but only with the
recommendations outlined. Its time for the City of New York to turn this boondoggle into a boon for its

residents.

Thank you.

Michael J. McGuire
January 29, 2015
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Thank you for this opportunity to comment on the exemptions on New York City property
tax under Section 421-a of the Real Property Tax Law. The Community Service Society is an
independent nonprofit organization that addresses some of the most urgent problems facing low-
wage workers and their communities here in New York City, including the effects of the city’s
chronic housing shortage.

Tax exemptions under Section 421-a were created in 1971 to encourage development in
New York City. At that time, private construction in the city had stalled and New York City appeared
to be suffering in competition for investment with other cities. During the 1980s, the city’s
development picture for New York City was improving, but instead of curtailing 421-a, lawmakers
responded by adding provisions related to affordable housing. These provisions were then
strengthened in 2006 and 2007. But these changes have not made 421-a into an affordable housing
program worthy of the name. They have only provided a new justification for what is better seen as
either an obsolete and unnecessary investment incentive or a plain and simple tax giveaway.

In 2014, the city devoted $1,073 million in tax expenditures to 421-a, covering 163,000
apartments. This was the city’s largest single housing expense. It is more than the entire budget of
the Department of Housing Preservation and Development. It is more than the combined rents of ail
tenants in the New York City Housing Authority and also more than NYCHA's federal operating
subsidy that supplements those rents. It is more than the total amount of federal Section 8 vouchers
that NYCHA administers.

In fact, the 421-a tax expenditure represents enough money to create 100,000 new
vouchers to provide affordable housing for the city’s poorest people - the ones with the greatest

unmet need for affordable housing.



But instead we use this to provide a tax subsidy for 163,000 apartments, most of which are
not affordable at all. Probably well under ten percent of those apartments - fewer than 16,000 - are
affordable, mostly to households with incomes around $45,000 a year for a family of three. These
are not the city’s poorest people, but a group just below the middle of the income distribution. This
group does face significant housing stresses in New York City today, but the needs of poorer people
are even greater. It also costs much less to make housing affordable to this group than to lower-
income people.

The value of the affordability created through 421-a is around $6,000 per apartment, or
$100 million all told, out of a tax expenditure of more than $1 billion. Thus only 10 percent of the
foregone revenue benefits the tenants in affordable apartments.

421-ais a very inefficient program, even more so since a large share of the affordable
apartments created under the program also receive other subsidies. Last year, the Real
Affordability for All Campaign analyzed recent 421-a exemptions in an area of downtown Brooklyn.
Apparently because most of the developments received their exemptions under the pre-2008 rules,
most did not include an affordable component. Of those that did, RAFA found that all but one
received other subsidies in addition to 421-a. And that one remaining development, with six
affordable apartments, received an inclusionary zoning incentive. So it is not possible to say that the
city is receiving anywhere near the full $100 million in affordability benefits in return for its $1
billion in tax expenditures.

We can expect that the modest reforms to 421-a enacted in 2006 and 2007 will gradually
increase the program'’s efficiency, because developments in more areas of the city will have to
include affordable apartments to receive the subsidy. There could also be further reforms, and the
city could also curtail the use of additional subsidies on top of 421-a benefits. But even if the
affordable share of 421-a apartments doubles and additional subsidies are eliminated completely,
$1 billion in tax expenditures will still produce only around $200 million in affordability - a 20
percent rate of efficiency. These reforms will never make 421-a into a genuinely efficient
affordability program. Its origins as a pure development incentive will continue to haunt it.

The Community Service Society opposes the renewal of the 421-a tax exemption when it
expires in June. If New York City is to use a tax benefit to promote affordable housing, it should
scrap the as-of-right exemption abproach embodied in 421-a and instead create a tax credit that
would be competitively awarded to development projects in proportion with the affordability

benefit created, similar to the federal Low Income Housing Tax Credit.
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Thank you Chairperson Williams, and members of the Committee on Housing and
Buildings, for the opportunity to provide testimony today.

This testimony is submitted on behalf of The Legal Aid Society. The Society is the
oldest and largest program in the nation providing direct legal services to low-income
families and individuals. The mission of the Society’s Civil Practice is to improve the lives
of low-income New Yorkers by providing legal representation to vulnerable families and
individuals to assist them in obtaining and maintaining the basic necessities of life —
housing, health care, food and subsistence-level income or self-sufficiency. The Society’s
legal assistance focuses on enhancing individual, family and community stability by
resolving a full range of legal problems in the areas of housing and public benefits,
foreclosure prevention, immigration, domestic violence and family law, employment, elder

law, tax law, community economic development, health law and consumer law.
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Introduction

421-a is a failed tax benefit program; oné that costs New York City over a billion a
year in tax payer dollars. In exchange for the billions of dollars of subsidies paid out to
developers, New York City has received very little affordable housing for its citizens.
Indeed the vast majority of the units built under this program are comialetely unaffordable
to the New Yorkers living in the neighborhoods where the apartments are built. For
example, one penthouse at One57, a 421a development, recently sold for 100.5 million
dollars. Ordinarily property taxes on an apartment which sold for 100 million dollars
would cost the owner $28,000 a month. Inst-éad, thanks to thé 421-atax benéﬁt program,
this billionaire’s property tax bill will be discounted 90 percent to $1,700 a month.” Just
this one apartment in one 421a building cost the City of New York $315,000 in each year of

the abatement. And almost certainly the owner of this apartment does not pay income taxes
in New York City. There may have been a time in New York City’s past where this
program made sense. However, this is not that time. The New York City Council should
decline to renew the 421a program.
421-a Tax Benefit Program

During the 1970°s, when the 421-a Tax Benefit Program was created, real estate
development in New York City was viewed as a risky investment. There was wholesale
disinvestment from the City and a tax abatement was necessary to encourage residential
construction. However, in the year 2015, the City looks very different, and an as-of-right
program which provides developers with much and asks very little -of them is no longer

needed.

' The Daily Beést, Janvary 20, 2015, “Want to See the State of the Union? Gaze Up at the Tower Where
Billionaires Get Tax Abatements”, Michael Daly, http://www.thedailybeast.com/articles/2015/01/20/want-to-
see-the-state-of-the-union-gaze-up-at-the-abhorrent-billionaire-s-tower.htmi (last accessed January 26, 2013)
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In 2013, 421-a cost the City 1.1 billion a year, and the cost has more than
quadrupled in the last ten years. In exchange for this massive tax giveaway, the program
has produced very little affordable housing. In 2003, a report by the Independent Budget
Office found that less than 10 percent of units receiving 421-a benefits were affordable. A
recent study of 421-a in downtown Brooklyn by the Real Affordability for All (RAFA)
campaign suggests that changes made to the program in 2006 and 2008 have not resulted in
much more affordable housing. Indeed, the IBO reports that there are 150,000 units
receiving 421-a tax benefits and assuming that the number of affordable units has remained
steady, and all recent reports suggest that it has, New York City has received less than
15,000 affordable apartments for the over a billion dollars a year in tax giveaways. In
addition, the affordable units take from other programs and count any affordable housing
against multiple programs including 421-a, 80/20, low income tax credits, tax exempt
bonds, density bonuses from inclusionary zoning and direct subsidies from the City.
Because of the inultiple subsidies underlying each affordable apartment, it is difficult , to
determine which program spurred the creation of affordable housing. Moreover any
calculation of how much the affordable units cost, must include the costs of these programs.
The RAFA report calculated that each affordable apartment in downtown Brooklyn cost
almost $650,000 per apartment when all subsidies were included.

Additionally, the affordable housing which may or may not be created by the 421-a
program is unaffordable to many New Yorkers. Putting aside the over 90 percent of the
housing which is market rate and out of reach of ordinary New Yorkers, the housing that
has been built, and, is in theory the justification for the program, is too expensive for 40

percent of New Yorkers. In other words, 40 percent of New Yorkers are too poor for the
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housing purchased by the 1.1 billion dollars in téx subsidies given to developers every year.
The true beneficiaries of the program are the extremely wealthy developers who receive the
benefits. Indeed, there have been attempts made to reform the law in the past, however,
developers have exploited every loophole, so that the reforms have failed to result in much
change.

RAFA released a report last year which examined 421-a’s effect on the development
in downtown Brooklyn, zip codes 11201, 11217 and 11215.2 The report found that the
average price for new condos was $777,000, requiring a household income of at least
150,000, almost double the area’s median income.‘ The average rent for the new rental units
was $2,643 which_‘would require a household income of $106,000, 20 percent higher than
the area’s median incomes. Three fourth of the buildings received a 15 year tax abdtement
as of right, which allowed the developer to avoid building a single unit of affordable
housing. What the 421-a tax benefit program has created is luxury housing which leads to
increased market pressure, higher rents, and displacement in surroundihg neighborhoods
such as downtown Brooklyn, Western Queens, and Harlem. Very few affordable

apartments were created and most relied on other subsidy programs in addition to 421a.

? Luxuriou$ Loophole: How Developer$ Use Taxpayer$ to Subsidize Housing for the Rich: A New Report
on Downtown Brocklyn and the 421-a Program, Researched and Written by the Real Affordability for All
Campaign, April 2014,
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Conclusion
Thank you for the opportunity to testify before this committee on this important

issue. We strongly believe that there is no justification for the continuation of this program
which provides developers with billions of tax dollars. The City Council must do

everything in its power to end this tax giveaway.

Respectfully submitted,

Ellen Davidson, Esq.

The Legal Aid Society
Civil Practice

Law Reform Unit

199 Water Street, 3rd Floor
New York, NY 10038
(212) 577-3300
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Chair Williams, Council Members, and staff, good morning and thank you for the
oppottunity to speak about the 421-a tax benefit program. My name is Leigh Mangum
and I am a Staff Attorney at the New York Legal Assistance Group (NYLAG). NYLAG
is a nonprofit law office dedicated to providing free legal services in civil law matters to
low-income New Yorkers. NYLAG serves immigrants, seniors, the homebound, families
facing foreclosure, tenants facing eviction, low-income consumers, those in need of
government assistance, children in need of special education, domestic violence victims,
persons with disabilities. patients with chronic illness or disease, low-wage workers, low-
income members of the LGBT community, Holocaust survivors, as well as others in need
of free legal services.

First, we would like to applaud the Administration and the Council’s
acknowledgment of the housing crisis in our city. At NYLAG, we are not experts on
housing finance; we approach this issue from the perspective of representing tenants in

housing court where our clients live in apartments that are rent stabilized because of their

1 7HANOVER SQUARE NEWYCORK NY 10004 [ TEL:(212) 6135000 | FAX:(212) 750 0820 | WWWNYLAG.ORG |



landlords’ receipt of 421-a tax benefits, as well as daily witnesses to the effects of New
York’s policies on the lives of low-income citizens.

NYLAG strongly supports the creation and preservation of affordable housing.
As the Council is undoubtedly aware, New York City is losing rent stabilized apartments
at an alarming pace; the city lost more than 150,000 rent stabilized apartments between
1994 and 2012. At the same time, aging subsidized buildings are opting out of their
subsidies.'

Affordable rental housing, where tenants have a right to renew their lease, offers
stability for low-income New Yorkers and for our neighborhoods. Our clients who live
in non-regulated housing leave their family, friends, support services, and medical
providers annually, and their children are forced to constantly change schools.

The 421-a program began in the 1970s to encourage development during
undoubtedly rough years for the city. But now, there are few neighborhoods where one
could argue with a straight face that development nced be encouraged. However, the
housing crisis is perhaps worsc than it has ever been. We can consider the city shelter
population for evidence. This weck, on Monday night, 58,602 individuals were in the
city shelter system, with 72% of them being a part of a family with children.? There is
obviously a disconnect that the 421-a program is not addressing.

Much of our skepticism about the program also comes from the fact that as
advocates who represent tenants, we have most often interacted with the 421-a program

when landlords seek eviction of our clients in a type of housing court case where they

! Office of the Mayor, City of New York, Housing New York: A Five-Borough, Ten-Year Plan, pp. 22-23.
Available at http://www.nyc.gov/himl/housing/assets/downloads/pdf/housing_plan.pdf. Accessed January
28,2015,

2 New York City Department of Homeless Services, Daily Report: Daily Shelter Census. Available at
http://www.nyc.gov/htmi/dhs/downloads/pdf/dailyreport.pdf. Accessed January 28, 2015.



claim that the tenant’s lease has expired and there is no right to renew. 1 can’t understate
the sense of happiness for a client when you discover that their apartment is rent
stabilized and they have a right to continue living there with their family. However, in
our experience, there are many landlords in the city who are receiving the benefit of the
421-a exemption but are doing their best not to play by the rules of the rent stabilization
requirement that comes with it. These experiences have come largely in the outer
boroughs.

On the other hand, we also see tenants whose apartments are rent stabilized due to
a 421-a tax exemption, but their rents cannot be considered affordable to a low or even
middle income family. A rent of $4,000 per month, for example, isn’t affordable to many
families in New York City, let alone our low-income clients.

We would be happy to work together with the Council and other advocates in
finding a solution to New York City’s housing emergency. Again, we commend the

Administration and the Council’s commitment to addressing it.

Thank you for the opportunity to testify today.

Respectfully submitted,

Leigh Mangum
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Legal Services NYC welcomes the opportunity to give testimony before the New York City Council

Committee on Housing and Buildings. For the reasons set forth below, we urge the Council to reject the

extension of the wasteful and counterproductive 421-a program.

Legal Services NYC is one of the largest law firms for low income people in New York City. With
community-based offices and numerous outreach sites located throughout each of the city’s five
boroughs, Legal Services NYC’s mission is to provide expert legal assistance that improves the lives
and communities of low income New Yorkers. .Legal Services NYC annually provides legal assistance
to thousands of low income clients throughout New York City. Historically, Legal Services NYC’s
priority areas have included housing, government benefits and family law; in recent years, Legal
Services NYC has vastly expanded services in areas of need critical to our client base, including
consumer issues and foreclosure prevention, unemployment, language access, disability, education,

immigration, and bankruptcy.

Legal Services NYC
40 Worth Street, Suite 606, New York, NY 10013
Phone: 646-442-3600 Fax: 646-442-3601 www.LegalServicesNYC.org
Raun J. Rasmussen, Executive Director
Joseph Steven Genova, Board Chair
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The 421-a Tax Exemption Program is set to expire next summer along with the Rent Laws that provide
crucial protection for nearly one million low and moderate income New Yorkers. Unlike the Rent Laws,
the benefits of the 421-a program go exclusively to a wealthy group of politically-connected real estate
developers. Although the program costs the City over $1 billion per year, it fails to provide an amount
of affordable housing remotely proportionate to the loss in tax revenues, which could otherwise be used

for affordable housing, education and health care.

Analysts estimate that no more than 15,000 of the 150,000 apartments subsidized by 421-a are
affordable even to middle class families. Because developers are permitted to “double dip” by using
affordable units to satisfy requirements under inclusionary zoning and other programs, it is likely that
many or most of the 15,000 units would have been produced without the 421-a incentives. Even worse,
few of the “affordable” units produced are truly affordable by the thousands of low income families who
currently pay over 50% of their income as rent, much less the thousands of families overflowing the

City’s homeless shelters.

By way of comparison, the New York City Housing Authority annually spends about $2 billion of
federal funds to operate nearly 180,000 apartments exclusively for the lowest income families New
York, while the 421-a program expends over $1 billion in /ocal funds to subsidize a comparable number
of apartments for the richest families in the City. Clearly, the 421-a program represents a massive
waste of the City’s resources. It is a relic of the misplaced social priorities of the Giuliani and
Bloomberg eras, and is entirely inconsistent with the housing agenda of the DeBlasio administration.

The Council should decline to extend the 421-a program upon its expiration.



We thank the City Council for addressing these important issues.

Respectfully submitted,

Edward Josephson, Esq.
Legal Services NYC

40 Worth Street, Suite 606
New York, NY 10013
(718)-237-5538
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Chairman Williams and Members of the Committee, thank you for the opportunity to testify on
the Administration’s preliminary thinking about how best to reform and improve the 421-a
program. HPD’s Assistant Commissioner for Governmental Relations and Regulatory
Compliance, Baaba Halm, is joining me today.

The 421-a tax exemption program was created in 1971 to stimulate residential housing
production. The late 1960s and early 1970s were a period of economic crisis for New York City
and neighborhoods across the City were suffering widespread abandonment. One of the State
government’s responses was an incentive for new residential housing: providing an as-of-right
exemption from real property taxes for ten years for all new residential construction, At its
inception, the program was not an affordable housing program — it imposed no requirements for
affordability. Nor did it take into account that the amount of incentive necessary to entice
developers to build new housing might vary borough-by-borough or neighborhood-by-
neighborhood.

In 1984, the first affordability requirement was added, in the form of a Geographic Exclusion
Area, or GEA. The GEA required projects in the strongest Manhattan markets (below 110™
Street), to provide affordable units either on-site or off-site in exchange for the 421-a tax benefit.
The GEA was further expanded between 2006 and 2008 to include all of Manhattan and portions
of the other four boroughs.

In the mid-1980s a negotiable certificate program was created that allowed off-site affordable
units to generate 421-a certificates that could then be bought by market-rate units within the
GEA to satisfy their affordable housing obligations. These certificates were sold by affordable
housing developers, or their brokers, and bought by market rate developers at prices determined
by the free market.

As the law now stands, projects meeting eligibility criteria specified in the statute are entitled to
an exemption from real property taxes on the increase in the property’s assessed value resulting
from the construction of new rental apartment buildings, cooperatives and condominiums on the
property. The length of the exemption can either be 10, 15, 20, or 25 years, according to the
location, financing and affordability of the project. All exemptions are phased out over a number

of years.

The 10-year exemption period is extended to market rate units located in Manhattan south of
110th Street, provided the project obtained negotiable certificates.



The 15-year exemption is extended to market rate housing located north of 1 10" Street in
Manhattan and in.the other boroughs. If the project is in the GEA, it is only entifled to the 15-
year exemption if it has obtained negotiable certificates.

The 20-year exemption' is available to projects located below 11 0" Street in Manhattan that are
carried out with substantial governmental assistance or set aside 20% of the units for affordable
housing.

The 25-year exemption is extended to projects located above 1 10™ street in Manhattan and in the
other boroughs that are carried out with substantial governmental assistance or that have set aside
20% of the units for affordable housing.

All eligible projects are entitled to construction period benefits of no more than three years
following the commencement of construction. Thereafter, projects receive a full exemption for a
period, followed by a phase out period. During the construction and full exemption period,
owners continue to pay real estate taxes on the pre-construction assessed value of the property.

Developers apply to HPD for a determination of eligibility for a 421-a tax exemption, first for
construction period benefits, and upon completion for final certificates of eligibility.

All rental units receiving benefits are subject to rent stabilization for the entire exemption period.
Affordable rental units must be rent-stabilized for 35 years, thereafter, tenants with leases for the
affordable units may remain as rent stabilized tenants for the duration of their occupancy.

I'd now like to turn to some descriptive information about 421-a projects that can help inform the
debate over 421-a. According to the Department of Finance’s dnnual Report on Tax
Expenditures for Fiscal Year 2013, in Fiscal Year 2013, there were just under 150,000 units
receiving tax benefits with an exempt value of $8.1 billion. About half of these were rental
properties, while the rest were 1-3 family homes, condos, co-ops and mixed-use.

The tax expenditure was $1.06 billion in FY 2013 — that is the cumulative total of projects
receiving the benefit over the past several decades — every year projects arc added, and every
year, some projects phase out or leave the program entirely. -

Every borough has projects that have benefitted from the program. The number of units that
apply for an exemption varies each year, according to the market, the threat that the program
might sunset or be revised, shifts in demand between rentals and condos, and shifts in building
activity across the boroughs. Generally, more rental units than condos come on each year, but
there are exceptions, such as what you see with the condo boom of the mid-2000s.

As I mentioned earlier, projects within the GEA must make 20% of the units affordable; while
projects outside the GEA have no obligation to provide affordable units unless they are seeking
extended benefits. As you can see, in the past few years, the projects within a GEA, and
therefore required to provide affordability, have totaled less than half of all projects applying for
421-a benefits. Projects outside the GEA may provide affordability if they receive other
subsidies as a requirement of those subsidies.



Because the cost of the 421-a exemption is high, many people argue that not enough affordable
housing is produced, or that it is produced at levels of affordability that do not meet the specific
needs of particular neighborhoods, or that is no longer necessary in a city that is thriving
economically where housing production is at a peak. However, 421-a is also seen as critical to
spur residential development, which comes with benefits including construction jobs and dozens
of other ancillary types of jobs associated with the industry. Because of the high value of condo
units, and differences in the way that new rental buildings and condo and coop buildings are
taxed, rental buildings especially are thought to depend upon the incentive. But 421-a
additionally helps increase the supply of affordable housing, and promotes income diversity in
high-demand areas. With the exception of projects that are still using negotiable certificates to
produce affordable units off-site, the majority of 421-a projects built within the high-demand
GEA neighborhoods bring affordable units that would otherwise be very costly to build; they
certainly would be beyond the kinds of subsidies that HPD and HDC normally provide to finance

affordable units.

There are many calls to improve 421-a. In our work leading up to the release of Housing New
York, we began to explore those arguments and proposals. Last fall, the Administration
consulted with stakeholders to hear more, as we had committed to do in the Housing Plan. We
met over 50 representatives from housing advocates, legal aid organizations, organized labor,
for-profit and non-profit developers, community groups and Council staff to provide input.
Specifically on 421-a, there were a number of policy areas that emerged where the stakeholder
group saw room for improvement.

If the program is to be renewed, proposals for reform have many goals. I've synthesized the
goals that we are most concerned about here — they all revolve around making the program more
efficient and more in tune with our affordable housing policies across the board. We believe the
primary goal should be to provide no more incentive than necessary to spur both market rate and
affordable production. But the incentive also should be more carefully targeted, and better
aligned with our other programs, so that it produces the kinds of housing and neighborhoods that
Housing New York calls for. And last, but not least, the 421-a program has become difficult and
costly to use and to administer, and needs to be simplified and streamlined.

Our approach in exploring possible reforms has been to examine the various aspects of the policy
that could be tweaked or changed to better achieve those goals. For example, we are considering
the boundaries of the GEA, asking whether it is sound policy to have requirements for affordable
housing in some neighborhoods, or blocks within a neighborhood, but not in others. We are
considering whether condos should be treated the same under the program as rentals, given the
evidence that rentals are harder to finance. As I mentioned earlier, the benefit is now a confusing
hodgepodge of exemption terms; should those terms be simplified, shortened, or extended? We
are considering whether the proportion of the units in the building that must be affordable should
be revised. We are reviewing the arguments over whether all affordable units should be on-site,
whether an off-site option should be allowed, and whether the certificate program that was shut
down should be reinvented. We are reviewing calls for permanent or longer affordability terms.
And finally we are asking how benefit terms and other requirements can be rationalized and
simplified, and how can we streamline administration?



We are still in the listening and analysis phase, and look forward to hearing your concerns and
the ideas and arguments of those who are testifying today. We are continuing to do market
analysis to understand the effect that any possible changes to the program might have on the
production of both market rate and affordable housing. We are working in tandem with the
Department of City Planning to make sure that the mandatory inclusionary housing program that
DCP will propose later this spring and whatever changes are made in 421-a will be
complementary. As we look at renewing and reforming the program, we hope to be able to
count on your support. I believe we share the same goals as the City Council — to ensure that our
tax expenditures are efficient, effective, and producing the kinds of housing and neighborhoods
New Yorkers want to live in. How exactly that is best achieved will depend upon many factors,
so our mission at this point is to hear all concerns and analyze all options, but stay open and
flexible so that we can adjust as we learn more.

Thank you again for the opportunity to testify.



Good Morning. My name is Kevin and I worked at a luxury building
called Packard Square in Long Island City. This is a building that
receives 421A tax benefits.

I started to work at the building almost a year ago earning $8 an hour
which was the minimum wage at that time. I didn’t have any health
insurance, vacation days or sick days. When myself or my coworkers are
sick, we have take the day off without pay. In addition, we have to find
someone who can cover us for the day which sometimes means that we
need to give them a little extra from our own pockets to make sure that

we are covered.

I have a 3 year-old son and my wife is pregnant with another child. We
have to pay for our rent, our food, and all of our bills with my salary of
$8 an hour. I am always behind on my bills. I either have to ask for extra
time to pay or I have to decide which bills not to pay in that month.

With a wife who is 3 months pi‘egnant, I was worried. Another baby is
coming and it would be impossible to support my family on minimum
wage.

When I found out that they company was supposed to be paying much
more according to the law I decided to fight for what I deserve—
thinking about what was good for my family.

After delivering a letter that stated my rights along with my coworkers,
they fired me and my brother. This week I received my last check of $61

This week I have to pay my rent—how am I going to pay my rent with
$617?

I am going to keep on fighting with my co-workers until the owners of
this building comply with the law and I am able to build a more stable
life for myself and my family.

Thank you for listening to me. I am asking for your support because I
know that [ am not the only one who is facing these problems. There are
many of us.
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Oversight - A Review of the 421-a Tax Benefit Program

Good Afternoon. Thank you Chairman Williams, other Councilmembers present, for allowing me to
speak today. My name is Rubén Colén, and I am here representing the New York City & Vicinity
District Council of Carpenters, a representative body comprised of eight individualized locals, and
25,000 members.

The Carpenters Union represents the rights of workers, raising the standard for not only our
members, but for all construction workers in the New York City metropolitan region. We are here
today on behalf of workers that build the structures subsidized by the 421-a tax benefit program.
There are no current prevailing wage protections for workers that are tasked with building the
projects granted 421-a funding. Developers are receiving significant funds to construct these multiple
dwelling buildings, yet no labor standards for the construction are attached. Workers could be
receiving poverty level wages with no benefits on jobs where there is a significant public subsidy.
We should be demanding more from developers receiving this subsidy. We should be requiring they
provide good, middle class jobs, with family sustaining wages. The 421-a program in its current form
is not promoting quality careers, but is subjecting workers to low paying, temporary jobs. Some
positive steps have been taken with respect to building service workers. It is already mandated that a
large number of building service workers receive the area’s prevailing wage if they are working in a
building that receives 421-a funding, yet those same protections are not extended to construction
workers. In order to ensure greater economic opportunity for an even greater pool of workers,
prevailing wage protections for construction workers must be included in any proposal for 421-a
reform.

There have been a number of studies emphasizing the need for greater oversight and accountability in
the 421-a program. The Pratt Institute issued a report in 2006, highlighting a number of deficiencies
that remain today. The report decries the fact that developers qualifying for these programs are
paying substandard wages, while receiving these subsidies. Many of the projects that qualify for 421-
a are not included in the exclusion zone, and therefore do not create any additional affordable units.
Currently, we are subsidizing luxury development without mandating construction workers receive
family sustaining wages. We are subsidizing the perpetuation of economic disenfranchisement and
inequality. A June 2012 Cornell University Report highlights this point, stating tax abatement
programs are benefitting for-profit developers, while doing little to help workers and low income
New Yorkers. We should no longer be complacent in the failings of the current 421-a program, we
should work to reform it in a meaningful way.



Projects receiving any form of a public subsidy should be subject to prevailing wage laws. Under the
current 421-a program, a developer can construct luxury condos with no affordable housing
component, while paying workers below area standard wages. We should not be subsidizing the
exploitation of workers. We should not be rewarding greed.

The Carpenters Union aims to provide local New Yorkers with opportunities for quality careers, and
this can only be achieved by demanding a greater return from tax abatement programs. The 421-a
program can do more to create economic opportunity by mandating the payment of prevailing wages
on publicly subsidized projects. By making the payment of prevailing wages'a compulsory
requirement; we can spur economic opportunity for more New Yorkers. Tax abatements should not
benefit the bank accounts of developers, but should serve to better the lives of everyday New
Yorkers.

42]-a reform can create positive change for New Yorkers. We must work to see that positive change
realized.



BUILDING & LS COUESTUSTEN 0SS CerB

%ﬂﬁ E's‘ l‘,:%{}agu BUKDING MB::T:—E:N DI:DES!IJ[NC‘L
il
OF HEW YORK STATE
OF GREATER NEW YORK AMIEEKC FETERAION OF LABDA OF CONEAESS
OF HUSTRIAL DRGANIZATION
GARY LaBARRERA
FRCSIGENT

NYC Council Housing and Buildings Committee
Review of the 421A Tax Benefit Program
January 29, 2015

My name is Santos Rodriguez and | am speaking on behaif of the Building and
Construction Trades Council of Greater New York representing unionized construction
workers, of which approximately 52,000 are New York City residents. 75% of all
Building Trades apprentices working in NYC are City residents; and a recent analysis of
just first year apprentices showed that 88% of Building Trades apprentices were City
residents.

| want to start by thanking the Housing and Buildings Committee members and Chair
Councilmember Williams, for this oversight hearing today on 421A.

While we have historically supported programs that incentivize development and
therefore construction opportunities, we want to ensure that these programs result in
more affordable units and good jobs.

This January, the Fiscal Policy Institute issued a report on New York City taxes that
describes the 421A program as one that still grants exemptions in many parts of the
City without any affordable housing requirement and provides reduced benefits in
exchange for a commitment of only 20 percent affordable units in high-demand
neighborhoods in Manhattan and in parts of the other boroughs. Thus, 421A tax breaks
end up subsidizing thousands of luxury residential units. The $1.1 billion annual cost of
the 421A tax breaks has soared by over 1100 percent since 1998, more than six times
the growth in the City’s property tax collections over that 16-year period.

Therefore, 421A is a tax subsidy that unfortunately has historically been given primarily
to high end, luxury developments without a clear and measurable rate of investment
and accountability. It fails in its goal to create any real dent in New York City’s
affordable housing crisis and provides a small amount of units whose “affordability” is
too often for upper middle income New Yorkers. Additionally, these developments are
not required to utilize skilled, highly trained workers and provide a fair wage.



As New York State considers renewing 421A, the NYC Building Trades strongly
advocates that there be requirements added for large publicly subsidized, majority
market rate developments. We advocate that large scale projects receiving a 421A
subsidy be required to pay prevailing wages for the workers on these projects. Adding a
prevailing wage requirement will ensure that the jobs created by these projects, which
stand to generate millions of dollars in revenue, are good jobs with fair wages.

Furthermore, 421A needs to be restructured to ensure that this tax subsidy propels
construction of deeper affordability and quality built housing units. This would help the
city address its ambitious affordable housing goal and end the poor construction issues
that often plague affordable housing units. Additionally, the Building Trades supports
Councilmember Lander’s legislation to expand the geographic boundaries of 421A
allowing for further affordable housing developments in additional New York City
neighborhoods.

The Building Trades is encouraged by the Mayor's commitment to build and/or preserve
200,000 units of affordable housing. We continue to work with the administration on
how we can be part of the solution to achieve this goal.

One significant way to achieve the Mayor’s goal, is for the city to use 421A as a tool to
increase the amount of affordable housing units and their quality, expand its use for
additional developments in New York City, and protect the wage standards for large
mostly market rate/upper income construction.

Thank you for the opportunity to address the committee today. We look forward to
further conversations on this with the Council and the Mayor’s Office.
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First and foremost, I would like to thank Chairman Williams and the members of the City
Council Committee on Housing and Buildings for allowing me the opportunity to testify today
on the housing tax abatement known as 421-a.

My name is Walter Mosley, New York State Assemblyman from the 57™ Assembly District. I
represent the neighborhoods of Fort Greene, Clinton Hill, Prospect Heights and parts of Bedford
Stuyvesant and Crown Heights. I currently sit on the Housing Committee for the State Assembly.

As many of you know here in this room, the rent stabilization laws for the state are set to expire
this June. Those laws, which govern hundreds of thousands of tenants in New York City, are
inextricably tied to the tax incentive programs offered to real estate developers — in this case I
focus my attention to the 421-a tax abatement program.

The 421-a tax abatement program was started in 1970 to incentivize residential development in —
what was then — a city on the brink of economic and fiscal collapse. When President Ford issued
his infamous statement to New York City Mayor Lindsay, “Drop Dead” upon the request for
financial assistance for the City of New York, civic leaders at the time had to come together to
formulate a fiscal policy plan that would entice developers to reinvest in a city on its last legs.

In the 1980s, as the economy saw an uptick and resurgence in the housing market in Manhattan,
City officials decided to take advantage of Manhattan’s growing prosperity to generate
affordable housing by designating an “exclusion zone,” roughly between 14th and 96th Streets.
Within this zone, developers became eligible for the 421-a tax abatement program only if they
agreed to build affordable units for low-income families, commonly known as “80/207.



Since then, the 421-a program has been used not to spur on economic development and increase
our affordable housing stock, but to subsidize luxury real estate development at the price of
hardworking city residents and their tax dollars. The 421-a program has subsidized over 100,000
housing units since the program’s inception. However, according to a recent report published by
Pratt Institute in conjunction with Habitat for Humanity, citing a 2003 report by the Independent
Budget Office, only about 8 percent of the units are affordable to low or moderate income
families.

In that same time frame, average tenant incomes were down 5.6 percent, but average rents were
up 8.7 percent city-wide. In the communities of central Brooklyn, whom I represent, the average
household income is roughly $35,000 dollars a year, which has stagnated for over a decade. In
fact, rents this year have also spiked, with an average apartment in Brooklyn going for $2,858 in
October of 2014, up almost 6 percent from the previous year according to Real Trac report.

In light of these drastic numbers, the affordable housing crisis in this city is at a peak and we as
elected representatives have turned to programs like 421-a to urge private sector growth of
affordable housing — only to realize that the cost far exceeds the actual benefits.

I will tell you that this program — which cost the City of New York $320 million this past year
alone, is shifting the burden of taxation unjustly on those who can least afford it; the hard-
working families of New York City.

I am here today to declare that this program is out dated and must be revised to be more
equitable in an effort to benefit those who are impacted the most by this housing crisis. As a
result, I fully endorse three basic concepts towards reforming the 421-a tax abatement program:

1. The inclusion of all five boroughs within the exclusionary zone which requires
developers to build mandatory affordable housing in order to receive 421-a benefits and
not under “as of right” inclusion;

2. The redistribution of the “80/20” model of market rate to affordable units ratio, and
change it to a “50/30/20” model - with 50% market rate, 30% moderate income, and 20%
low income; and

3. The permanent placement of those affordable units created by the 421-a tax abatement
into the State’s rent stabilization program. After the expiration of the tax exemptions,
affordable units that fall under the rent stabilization program, because of the abatement,
are automatically discharged from the program regardless if the current rent levels are not
at the “decontrol market rate” of $2,500 a month.

This puts undue burden on tenants and places so many families at risk of losing their affordable
units to a loophole in the current law. I firmly believe that if this system of incentives within
421-ais to be kept, there needs to be a drastic change to this program and its core design.

Another large area of concern is the income bands that are used to calculate “affordability” in the
city. Using the HUD calculated income bands for the New York metropolitan area — which



includes parts of Westchester County — drastically skews the aggregate numbers and
misrepresents vast portions of people who reside in the city.

So I issue a challenge to my fellow colleagues in the state legislature, we must come up with a
better system to track State resident income brackets and tie State affordable housing programs
to those numbers. This will finally help many of us answer the question that we hear asked all
over our city and districts - “what is affordable™?

Going forward, I pledge to the assembled members of the City council, my fellow state
legislators and more importantly the citizenry of New York, that T will work tirelessly with my
Assembly colleagues and those in the State Senate to reform the 421-a tax abatement program in
an effort to make it more equitable to individual tax payers and to create permanent affordable
housing throughout our city.

Again, I want to thank Chairman Williams and the committee for the opportunity to testify
before you today.
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The New York City Council
Housing and Buildings Committee
Council Chambers - City Hall
New York, NY 16007

RE: Review of the 421-a Tax Benefit Program

Dear Housing and Buildings Committee Members and Committee Chair Williams,

The Architects Council of New York (ACNY) in our capacity as an umbrella organization in
support of professional architectural societies is hereby writing in support of the proposed
renewal of the 421-a Tax Benefit Program under review by the Committee on Housing and

Buildings.

ACNY is in support of the renewal of this legislation which we believe encourages the
development and retention of residential housing units in the City, provides employment for our
members and the construction industry and helps maintain the vitality and stability of existing

neighborhoods in all boroughs of the City.

Expansion of the program to more districts contributes to the enhancement of the New York
City’s financial viability. This program has generated employment, housing innovation and
contributed to the future financial viability of our city in the past. The continuation of the

program is important to New York City’s continued success as the greatest city in the world.

Respectfully submitted,

Robert Strong, Architect

- Director Legislative Impact

Architects Council of New York
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Name: @ Samue \J Q\(Quel
Address:
I represent: C) DDA. 0 L{ L&Lfek E\,Q g_{' g{ de

I intend to appear and speak on Int. No. Res. No.
(0 infavor [J in opposition
Date: I / 20/ / {
(PLEASE PRINT)

"THE CITY OF NEW YORK

ram = 7 £ i Dtk T

THE COUNCIL

Appearance Card

Colon

Name: ﬁ\/{h £ i

Breok Iy, 1Y

Address: .
tvepresents _MYC Disdre (b Councid of (aeheMels
 Addre: 30]4 Hud Sor

I intend to appear and speak on Int. No.

Name:

——— COUNC[LW-' ——
THE CITY OF NEW YORK

Appearance Card

sz [ Res. No.

[J in opposition

P4/ .

E{ in favor

Date: (
(PLEASE PRINT)

Ml Mcbu

Address:

I represent:

Méconderdos  Distiict Covned)

Address:

’

Please complete this card and return to the Sergeant-at-Arms




5 o r‘m_;—.--. O T ey e e R e D T

THE COUNCIL
THE CITY OF NEW YORK

Appearance Card

I intend to appear ar&i/speak on Int. No. mﬂ_ Res. No.

in favor [ in opposition
ue: 1|29/ 15

e iz eease emm
. Addrm W\\}ZB @T‘éﬁ‘}' gwkl’t 60/

I represent: BU] d(hq (OWS_{TUC-h oNn h dcq-ﬂg ((\:)UY\C/\&

" Address:

Address:

R e ST e . ——— g .. s o, e

THE COUNCIL
THE CITY OF NEW YORK

Appearance Card

I intend to appear and speak on Int. No. Res. No.

[] in favor [ in opposition

Date: Q'M\umm lol . 2015
{PLEASE PRINT)

' Name: Guﬁa A. Bewsr Manhaﬁfm Rorcough Dresideri

I represent:

=il CONGL.
THE CITY OF NEW YORK

Appearance Card

I intend to appear and speak on Int. No. Res. No.

(] in favor [ in opposition

Date: \ ! 2"” | g

LEASE PRINT)

Name: LA vigSws 0

Address:

I represent; "(LQ ("‘QA/Q A \) S\O'Qj’:—\
Address: 194 L’\) AR &‘—

’ Please complete this card and return to the Sergeant-at-Arms ‘ J



THE CITY OF NEW YORK

Appearance Card

I intend to appear and speak onInt. No. ____ _ Res. No.
[ infavor [J in opposition

Date:

(PLEASE PRINT)
Name: 'TBN\ w =8 kS

Address:

1 represent: C/W\'M\/N l\’\ji gﬂe—\f\ﬂf S\DL\_&S’

~—THE COUNGIL
THE CITY OF NEW YORK

Appearance Card

I intend to appear and speak onInt. No. _______ Res. No.

{1 infavor [ in oppositio
Date: /l q/ / g

(PLEASE PRINT)
Name: '/"C ’éf ﬁ@@/\

Address: [00 G‘O//
I represent: H P f)

Address:

Py

i, ‘u‘m e i e e

" THE COUNCIL, .
THE CITY OF NEW YORK

< A

Appearance Card

[ intend to appear and speak on Int. No. _____ Res. No.
' [J infavor [J in opposition

Date; / 26]/ / 5

(PLEASE PRINT)
Name: gﬁﬂéﬁ M‘/m

Address: { O g EJ/A

HPY

I represent:

Address:

’ Please complete tius card and return to the Sergeant-ac- Arm:




\ t.p
Jeo® %" "THE CITY OF NEW YORK

A

Svﬁ \ Appearance Card

I intend to appear and speak on Int. No.
[] in faver [ in opposition

Res. No. __

' . (PLEiSE PRINT)
Name: LQH\)T% F\’\QO\\O\(’Y\dﬂ/

e | ;/ 2%41201S" . ';'

Address: ,LS w \&J{h S)Wee'bf (\j\/} M\’l

1 represent: SE\U\ LO(&\\ 1)263

.____Adcll'gn,:,,__

sot - THECOUNGL
@Sy ©, THE CITY OF NEW YORK

{ (N
A
E

. ~x.tv|  Appearance Card
F intend to Appear aﬁtj_zgpeak on Int, No.

O] infaver [J in opposition

‘ Res. No,

Date: \IQQ/ 20‘ r
(PLEASE PRINT) .

Neme: 2OV Claloyzer

Address:

I represent: SE‘M LOCO\\ 032%:5

Address:

R N T Y

~ THE CITY OF NEW YORK

/ Appearance Card

I intend to appear and speak on Int. No. Res. No.
k O infavor [J in opposition/ .

{

Dase: _] { 20| Zo16—

' (PLEASE PRINT)
Name: %K‘AT‘« :\Alf(A(. | JM/( 5

Address: 4@(0 5’?34(1 }\lk}\tﬁ) ?{ 4‘?[_:/76(\ 6@0%/140

I represent: W

L3

lAddress:' E)’(z) %“@@ 5’(’4&:(&{@2/ JA)L i) (u

. : Please complete this card and return to the Sergeant-at-Arms (




THE COUNCIL
THE CITY OF NEW YORK

Appearance Card

I intend to appear and speak on Int. No. __________ Res. No.
[] in favor [J im opposition

Date:

. aisha "

Addres: 53 Pl

| represent C '/m S0jauss Wﬁ(:k

Addro: /LM}@J’L

. Please complete thu card and return to the Sergeant-at-Arms

- THE COUNCIL
THE CITY OF NEW YORK

Appearance Card

I intend to appear and speakonInt. No. ___ Res. No.
J in favor J in opposmon

Date: /7/‘?/[7_

t’,\} V\f A\Q_j“ {PL| £ PRINT)
Name:

Addrem: 95 CodloT
I represent: [_{~ Z78741% jaz’l/[‘, (XS] A/\/ (‘

Address:

. Please complete this card and return to the Sergeant-at-Arms




e e tena e A i

THE COUNCIL T —
- THE CITY OF NEW YORK

S

Appearance Card

I intend to appear and speak onInt. No. _____ Res. No.
[] infavor [J in opposition

Date:;
% ﬂ«W (PLZSE PRINT)
Name;
Address:
I represent: Mdé: i: E
Address:
’ Please complete this card and return to the Sergeant-at-Arms ‘

“THE COUNCIL,
THE CITY OF NEW YORK

Appearance Card

I intend to appear and speak on Int. No. ﬁé)“o\ Res. No.

[ in favor - in opposition

Date: \)M Q C? 905
(PL?SE PRINT)

Name: QQOV\/\ F
Address: = |o nu?s\/\ IMM-J?L (o ('l'lO/V\

1 represent: _letp ’\IQ.-LPQO! ﬂfoé’ R "‘OWQ

1

Address:

’ Please complete this card and return to the Sergeant-at-Arms ‘




