
Staff:
Terzah N. Nasser

Counsel to the Committee

Benjamin J. Goodman

Legislative Policy Analyst

Anthony Brito

[image: image1.png]


Finance Anayst

THE COUNCIL
REPORT OF THE INFRASTRUCTURE DIVISION

ROBERT NEWMAN, LEGISLATIVE DIRECTOR 

COMMITTEE ON HOUSING AND BUILDINGS

Erik Martin Dilan, Chair

February 16, 2007

INT. NO. 204:




By:
Council Members Dilan, Gonzalez, Martinez, McMahon, Seabrook, Lappin and Palma (by request of the Mayor).

ADMINISTRATIVE CODE:


Amends section 11-243 by adding a new paragraph 3-a to subdivision d of such section.

TITLE:






In relation to tax exemption and abatement for alterations and improvements to multiple dwellings.

BACKGROUND AND ANALYSIS:
The Committee on Housing and Buildings, Chaired by Council Member Erik Martin Dilan, will conduct a hearing on Int. No. 204, A Local Law to amend the Administrative Code of the City of New York, in relation to tax exemptions and abatements for alterations and improvements to multiple dwellings.  This bill would permit Mitchell-Lama
 cooperatives and condominiums to obtain J-51 tax benefits provided that the Mitchell-Lama contracts to remain in the Mitchell-Lama program for 15 years.  The Committee expects to hear from representatives of the New York City Department of Housing Preservation and Development (HPD), landlords, tenants and other interested parties regarding this bill.

J-51

The J-51 tax benefit program is authorized pursuant to Section 489 of the Real Property Tax Law.  The program has been one of the most significant mechanisms to encourage the rehabilitation and upgrading of the existing housing stock in New York City.  In addition, the owner of a non-residential building who converts such a building to residential use may also receive J-51 benefits.  J-51 benefits can result in tax exemptions, abatement benefits, or both.  The tax exemption benefit temporarily exempts property from the increase in the assessed value that would otherwise occur as a result of significant renovation work, whereas the tax abatement reduces or eliminates existing real estate taxes, generally on both buildings and land,
 based on a percentage of the Certified Reasonable Cost (CRC)
 of the work that was performed.  Under the J-51 program, rental units are subject to rent regulation during the benefit period.

The J-51 benefit received depends on the degree of government involvement in the rehabilitation, the location of the property, as well as the extent and nature of the improvement.
  Examples of improvements to multiple dwellings that are eligible under J-51 include the installation and/or replacement of heating, plumbing or roofing systems, wiring, windows, elevators and other renovations that qualify as Major Capital Improvements (a/k/a MCI’s).
  According to the Department of Finance, in Fiscal 2006 the J-51 program provided 13,961 exemptions.  The total tax expenditure for the J-51 program in Fiscal 2006 was approximately $213 million.

Under current law, a cooperative or a condominium with an average assessed valuation exceeding $40,000/dwelling unit
 is ineligible for a tax abatement, except for work completed within three years of the establishment of the cooperative or condominium.
  Recently, however, the State enacted Chapter 275 of the Laws of 2005, which amended section 489 of the Real Property Tax Law.  The amendment authorizes the local legislative body to exempt limited profit housing companies from the cooperative and condominium eligibility limitation.  Thus, Int. No. 204, would exempt multiple dwellings, buildings or structures owned and operated by limited-profit housing companies formed under the Mitchell-Lama Program from the cooperative and condominium eligibility limitation provided that the Mitchell-Lama development agrees to the following: (1) it must be organized and operating as a mutual company, (2) must continue to be organized and operating as a mutual company and to own and operate the property receiving the benefits, and (3) must enter into a binding and irrevocable agreement prohibiting the dissolution or reconstitution of such company, pursuant to PHFL §35, for not less than 15 years from the commencement of the J(51 benefits.

Int. No. 204

Bill section one amends Administrative Code §11-243 by adding a new paragraph 3-a to subdivision d of such section to exempt multiple dwellings, buildings or structures owned and operated by limited-profit housing companies formed pursuant to the Mitchell-Lama Program from the co-op and condo eligibility limitation provided that the Mitchell-Lama agrees to the three conditions articulated above are met.

Bill section two contains the enactment clause and provides that provisions of this local law would take effect immediately.

� Multiple dwellings, buildings or structures owned and operated by limited-profit housing companies formed pursuant to Private Housing Finance Law (“PHFL”) Article II are commonly referred to as Mitchell-Lamas.


�  Buildings located in Manhattan in the Minimum Tax Zone may use the abatement benefit to reduce real estate taxes on the value of the building only, not the land.


� A schedule of certified reasonable costs is established by HPD by Rule by HPD.


� For example, substantial rehabilitations of or conversions into low- or moderate-income housing with governmental assistance are eligible to receive an enhanced benefit.


� For rent controlled apartments in buildings receiving a "J-51" tax benefit, the MCI adjustment is offset by 2/3 for the length of the tax benefit.  For rent stabilized apartments in buildings receiving a "J-51" tax benefit, the MCI adjustment is offset by 1/2 for the length of the tax benefit.  New York State Division of Housing and Community Renewal (DHCR) Fact Sheet #11 Rent Adjustments For Major Capital Improvements (MCI).  http://www.dhcr.state.ny.us/ora/pubs/html/orafac11.htm


� According to information from the Council’s Finance Division.


� A the time of the commencement of the alteration or improvements.


� In addition, the tax abatement for renovations in cooperatives or condominiums performed three or more years after the initial conversion are capped at $2500 per unit under the J-51 program.
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