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TITLE:
A Local Law to amend the administrative code of the city of New York, in relation to the alternative exemption for veterans
ADMINISTRATIVE CODE:
Adds §11-245.75 to the Administrative Code
I. Introduction

On June 21 2017, the Committee on Finance, chaired by Council Member Julissa Ferreras-Copeland, will hold a second hearing on Proposed Int. No. 1304-B, sponsored by Council Member Steve Matteo, A Local Law to amend the administrative code of the city of New York, in relation to the alternative exemption for veterans. This legislation was first introduced on October 13, 2016, and was amended shortly thereafter as Proposed Int. No. 1304-A. The Committee on Finance held a hearing on Proposed Int. No. 1304-A, jointly with the Committee on Veterans, on December 8, 2016. At that hearing, the Committee heard testimony from the New York City Department of Finance (DOF), the New York City Department of Veterans’ Services (DVS) and several veterans’ advocates. Subsequent to the hearing, the legislation was again amended to clarify the effective date of this local law. 
Proposed Int. No. 1304-B is a companion measure to Preconsidered Int. No. 1649, A Local Law to amend the administrative code of the city of New York, in relation to the maximum exemptions allowable for the alternative exemption for veterans, also sponsored by Council Member Matteo. Collectively, these two bills would codify the agreement by the Council and Mayor as part of the Fiscal Year 2018 Adopted Budget to expand the alternative exemption for veterans.
 
II. Background

a. Veterans in New York City
According to the New York City Department of Veterans’ Services, New York City is home to over 210,000 veterans and their families.
 Queens is home to the largest total number of veterans, followed by Brooklyn, Manhattan, the Bronx and Staten Island. However, Staten Island has the highest proportion of veterans within the five boroughs, with 42.6 veterans per 1,000 residents, followed by both the Bronx and Queens (24.1 each), Manhattan (22.7) and Brooklyn (19.5).
  This population represents service eras from World War II to Iraq and Afghanistan. The Housing Assistance Council estimates that the home-ownership rate of veterans across New York State is 74.7%.
 This is less than the veteran homeownership rate nationally, which is 82 percent.
 However, it is considerably more than the national rate of 63 percent, and the overall New York City rate of 31 percent.
 Nearly one in ten (9.2%) homes in New York State is occupied by veterans.

b. The Alternative Veterans Exemption

The New York State Legislature enacted the Alternative Veterans Exemption (the “Exemption”) in 1984.
 Previously, the only veterans’ exemption present in the Real Property Tax Law was the so-called “eligible funds” exemption, the availability of which was contingent upon the purchase of real property with specified public monies.
 The Alternative Veterans Exemption is instead based on a percentage of assessed value (subject to maximum levels of exemption) of the primary residence of a veteran.
 
The Exemption is available to property (including cooperative apartments) owned by qualifying veterans (or certain members of their family) who served during specified periods of war or under certain other conditions.
 Eligibility is limited to the following categories of veterans
:

· Those who served on active duty in the United States armed services during World War II (December 7, 1941-December 31, 1946), the Korean War (June 27, 1950-January 31, 1955), the Vietnam War (February 28, 1961-May 7, 1975), or the Persian Gulf Conflict (on or after August 2, 1990).
· Those who did not serve during a period of war but received an Armed Forces expeditionary medal, a Navy expeditionary medal, a Marine Corps expeditionary medal, or a Global War on Terrorism expeditionary medal.
· An active member of the Armed Forces reserves who received an honorable discharge or release from active duty (other than active duty for training) and whose active duty was “significant and full-time.”
· Additionally, Local Law 69 of 2000 extended the Exemption to gold star parents.

In general, a qualified wartime veteran’s property receives an exemption of 15% of its assessed value, not to exceed the maximum levels adopted.
  An additional 10% exemption is available to eligible veterans who served in a combat zone
; and an additional exemption is available for eligible disabled veterans, where the exemption is equal to the product of 50 percent of the veteran’s disability rating received from the United States Department of Veterans Affairs.
 The Exemption is different from other property tax exemptions. The exempted portion of the assessed value is actually partially taxable. In most other property tax exemptions, the exempt portion is fully tax exempt. The Exemption only applies to the school rate portion of the property tax rate. The school rate is the portion of the property tax levy that is used to pay for the City’s share of the education budget. Owners are still responsible for the non-school rate portion of the property tax rate on the exempt value of their property.
c. The Exemption in New York City

In 1997, the State passed enabling legislation authorizing the City to enact a local law increasing the dollar limitations set forth in Section 458-a.
 Local Law 82 of 1997 increased the dollar limitations for the period of war to the lesser of $45,000 or $45,000 multiplied by the latest class ratio (as established by the Commissioner of the New York State Department of Taxation and Finance); the combat zone exemption to the lesser of $30,000 or $30,000 multiplied by the latest class ratio; and the disability exemption to the lesser of $150,000 or $150,000 multiplied by the latest class ratio.

The Council next increased the dollar limitations in 2005, pursuant to authorization by State law.
 Local Law 136 of 2005 increased the dollar limitations for the “period of war” exemption to the lesser of $54,000 or $54,000 multiplied by the latest class ratio; for the “combat zone” exemption to the lesser of $36,000 or $36,000 multiplied by the latest class ratio; and for the “disability” exemption to the lesser of $180,000 or $180,000 multiplied by the latest class ratio.
 
Until 2013, the Exemption was not applicable to the school rate part of the property tax rate. Governor Andrew Cuomo signed legislation in December of that year which authorized school districts in New York State to extend the Exemption to the school rates.
 As New York City does not have a school board, it did not have the option to adopt this change. However, on September 28, 2016, Governor Andrew Cuomo signed legislation (A.9688/S.7121) that authorized the City, through local law, to extend the Exemption to the school rate.
 
 The City’s Fiscal 2017 Class 1 property tax rate was 19.991 percent, where the school rate was 11.536 percent and the non-school rate was 8.455 percent. According to Administration estimates, the expanded exemption could save the typical veteran homeowner over $595 in additional savings in Fiscal 2018.  
According to the Department of Finance’s Fiscal 2017 Annual Report on Tax Expenditures, there were 56,389 Veterans Exemptions (under both Section 458 and Section 458-a) granted in New York City in Fiscal 2017. The average benefit per household provided under this exemption was $545. About 40 percent of the exemptions are in Queens, with an additional 20 percent in Brooklyn and Staten Island each, and the remainder split between the Bronx and Manhattan. The distribution of units by property type is as follows:
                                  Veterans Benefits by Property Type

	Property Type
	Units
	Exempt Assessed Value

	1-3 Family
	73.2%
	54.2%

	Condos
	2.2%
	4.5%

	Co-ops
	23.4%
	39.6%

	Rentals
	0.8%
	1.3%

	Mixed Use
	0.5%
	0.3%

	
	
	

	Total
	100.0%
	100.0%


III. Analysis of Proposed Int. No. 1304-B
Section 1 of Proposed Int. No 1304-B. would amend the Administrative Code to add new section 11-245.75. New section 11-245.75 establishes that the exemptions allowable under Section 458-a of the Real Property Tax Law (the Alternative Veterans Tax Exemption) are applicable to school district taxation.

Section 2 of Proposed Int. No. 1304-B would establish that the local law takes effect July 1, 2017, except that if it becomes law subsequent to this date, the local law is retroactive to and deemed to have been in full force and effect as of July 1, 2017. The local law would expire and be deemed repealed on June 30, 2022. 
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A Local Law to amend the administrative code of the city of New York, in relation to the alternative exemption for veterans
 

Be it enacted by the Council as follows:
 
Section 1.  Part 1 of subchapter 2 of chapter 2 of title 11 of the administrative code of the city of New York is amended by adding a new section 11-245.75 to read as follows:
§ 11-245.75 Alternative exemption for veterans; school district taxation exempted.
Pursuant to subparagraph (i) of paragraph (d) of subdivision two of section four hundred fifty-eight-a of the real property tax law, the city hereby provides that the exemptions allowable in paragraphs (a), (b) and (c) of subdivision two of section four hundred fifty-eight-a of the real property tax law shall be applicable to school district taxation.
§ 2. This local law takes effect July 1, 2017, except that if it becomes law subsequent to such date, this local law is retroactive to and deemed to have been in full force and effect as of July 1, 2017, and shall expire and be deemed repealed on June 30, 2022.
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