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Oversight – Housing Tax Incentives

RES. NO. 575:	By Council Members Farías, Louis, Williams, and Banks

TITLE:	Resolution calling on the New York State Legislature to pass, and the Governor to sign, legislation providing for annual adjustments to the rental and carrying charges for Mitchell-Lama developments based on increases in the Consumer Price Index.

RES. NO. 1016:	By Council Members Farías, Louis, Restler, Brannan, Cabán, Williams, Banks, and Gutiérrez 

TITLE:	Resolution calling on the New York State Legislature to pass, and the Governor to sign, legislation setting the minimum notice period for rent increases to 60 days for Mitchell-Lama rental and co-op residents

I. INTRODUCTION
New York City’s (the “City”) Real Property Tax is its single largest source of revenue. In the 2025 fiscal year, it raised $32.4 billion, or 44% of the city’s total tax revenue.[footnoteRef:1] While taxes on real property provide nearly half of the city’s annual revenue, tax incentives through this program are one of the City’s most effective means of supporting housing and industry; the New York City Department of Finance (“DOF”) reported that, in the 2025 fiscal year, the City provided $8.1 billion in tax incentives for residential and commercial property.[footnoteRef:2] These expenditures took the form of 592,377 individual tax exemptions and abatements.[footnoteRef:3] Exemptions provide tax by reducing the taxable value of the real property, while abatements provide tax credit. [1:  N.Y.C. Dept. of Finance Tax Policy & Data Analytics Div. Annual Report on Tax Expenditures- Fiscal Year 2025 (Feb. 2025), pg. 5 available at: https://www.nyc.gov/assets/finance/downloads/pdf/reports/reports-tax-expenditure/ter_2025_final.pdf ]  [2:  Id.]  [3:  Id.] 

Tax incentives for real property are one of the City’s primary means of promoting the construction and maintenance of affordable housing. For the 2025 fiscal year, DOF reported that residential tax incentives amounted to $4.5 billion, or about 55% of Real Property Tax expenditures.[footnoteRef:4] These expenditures support a variety of programs to promote the construction and rehabilitation of homes and multi-family residential buildings, and most residential expenditures are intended to promote affordable housing for low- and middle-income households. Programs such as the Section 421-a tax abatement, which provides the City’s largest residential tax expenditure at an estimated at $2 billion in incentives annually, provide tax incentives for multi-family dwellings when the developers agree to maintain a portion of units for low-income tenants.[footnoteRef:5] [4:  Id.]  [5:  N.Y.C. Housing Preservation and Development. Tax Credits and Incentives: 421-a, available at: https://www.nyc.gov/site/hpd/services-and-information/tax-incentives-421-a.page (last accessed, Oct. 6, 2025).] 

	Despite billions of dollars in annual City expenditure subsidizing the construction and rehabilitation of affordable housing, the supply of affordable units has not met the City’s needs. The New York City Department of Housing Preservation and Development’s (“HPD”) Housing and Vacancy Survey for 2023 determined that the City’s rental vacancy rate was 1.41%, the lowest it has been since the inception of the survey in 1968.[footnoteRef:6] By contrast, experts consider a vacancy rate between 5% and 8% to be indicative of a healthy housing market.[footnoteRef:7] Although it can be difficult for New Yorkers of all income ranges to find an available apartment, vacant units for low-income households are drastically scarcer: only .39% of units with a monthly rental value of $1,100 or below are vacant, while 3.39% of units with rental values of $2,400 or above are vacant.[footnoteRef:8]   [6:  N.Y.C. Housing Preservation and Development. New York City’s Vacancy Rate Reaches Historic Low of 1.4 Percent, Demanding Urgent Action & New Affordable Housing  (Feb. 8, 2024), available at: https://www.nyc.gov/site/hpd/news/007-24/new-york-city-s-vacancy-rate-reaches-historic-low-1-4-percent-demanding-urgent-action-new#/0 ]  [7:  Mihir Zaveri, “New York City’s Housing Crunch Is the Worst it has Been in Over 50 Years”  The New York Times (Feb. 8, 2024), available at:  https://www.nytimes.com/2024/02/08/nyregion/apartment-vacancy-rate-housing-crisis.html ]  [8:  Id.] 

	Renters, especially in households with lower incomes, experience problems with housing quality when they are able to find an apartment. HPD’s 2023 Housing and Vacancy Survey asked renters about quantity of problems including the presence of rodents, leaks, cracks, or holes in ceilings or walls, a lack of adequate heating, significant amounts of peeling paint, and nonfunctional toilets, and 20% of households with income below $50,000 reported experiencing three or more such problems, with 34-35% of such renters experienced one or two. [footnoteRef:9] By contrast, only 11% of households with income above 11% experienced three or more such problems.[footnoteRef:10] This survey data is supported by fiscal year 2025’s record high 835,011 housing conditions reported to HPD. [footnoteRef:11] While this only represents a 2% annual increase of problems reported to HPD since 2024, which itself saw a surge of nearly 15%, the quantity of problems reported to HPD related to heat and hot water increased by 12%.[footnoteRef:12] This suggests that New Yorkers are increasingly experiencing frustrations with aging infrastructure. [9:  N.Y.C. Housing Preservation and Development.2023 New York Housing and Vacancy Survey: Selected Initial Findings (Feb. 8, 2024), at 34, available at: https://www.nyc.gov/site/hpd/news/007-24/new-york-city-s-vacancy-rate-reaches-historic-low-1-4-percent-demanding-urgent-action-new#/0 ]  [10:  Id.]  [11:  Ahmed Tigani. Mayor’s Management Report 2025: Housing Preservation and Development (Sept. 2025) at 405, available at https://www.nyc.gov/assets/operations/downloads/pdf/mmr2025/hpd.pdf.]  [12:  Adolfo Carrión Jr, Mayor’s Management Report 2024: Department of Housing Preservation and Development (Sept. 2024); Ahmed Tigani supra n. 10.] 

II. BACKGROUND
a. ARTICLE XI TAX INCENTIVES
Article XI of the New York State Private Housing Finance Law (‘PHFL”) supports the creation and rehabilitation of affordable housing by providing a framework for the creation and regulation of corporations incorporated for the specific purpose of providing affordable housing, Housing Development Fund Corporations (“HDFCs”), by establishing a fund to support such corporations, and by enabling municipalities to create similar funds.[footnoteRef:13] In New York City, HPD typically supervises HDFCs and supports the construction and renovation of housing by administering advances to HDFCs.[footnoteRef:14] In addition to being eligible to receive advances, HDFCs can be granted partial or full tax exemptions for up to forty years upon the authorization of the New York City Council.[footnoteRef:15]  [13:  Private Housing Finance Law, § 571]  [14:  N.Y.C. Housing Preservation and Development. Tax Credits and Incentives: Article XI https://www.nyc.gov/site/hpd/services-and-information/tax-incentives-article-xi.page (last accessed Oct. 6, 2025).]  [15:  N.Y.C. Housing Preservation and Development Housing Preservation Opportunities Program (HPO)
Term Sheet (Aug. 2025) available at:  https://www.nyc.gov/assets/hpd/downloads/pdfs/services/hpo-term-sheet.pdf; Private Housing Finance Law, § 577.] 

In 2025, DOF estimates that there were 145 residential and 73 commercial exemptions under the Article XI HDFC program, covering 12,673 housing units.[footnoteRef:16] Such programs received $46.7 million of tax expenditures in the 2025 fiscal year.[footnoteRef:17] [16:  Id. ]  [17:  Annual Report on Tax Expenditures- Fiscal Year 2025 (Feb. 2025), n. 1 supra at 67.] 

421-a and Article XI
	421-a tax incentives were, by the time the program expired, the City’s single largest real property tax expenditure: in FY 2022, the City granted nearly $1.8 billion dollars’ worth of tax expenditures under the program.[footnoteRef:18] New York State restructured the program as the Affordable New York Program in 2017 as a means of incentivizing developers to build housing for low-income households, providing a full tax exemption for 35 years to market-rate rental buildings so long as 25-30% of the units were set aside for low- and middle-income tenants.[footnoteRef:19] The 2017 restructure extended the exemption period, but the program received criticism because its requirements, in terms of the production of affordable housing, were not stringent enough, resulting in 421-a serving as a subsidy for luxury apartments.[footnoteRef:20] The program offered a range of options to developers, but the most popular, Option C (claimed by 94% of developers included in a survey of 397 developers participating in the Affordable New York Program), required the developer to set aside 30% of units for tenants earning 130% of the Area Median Income (“AMI”).[footnoteRef:21] Analysis from New York City Comptroller Brad Lander revealed that 60% of the affordable, income-restricted units created under this option were built for households with incomes over $100,000 a year.[footnoteRef:22] Under the guise of producing affordable housing, Option C committed over $1 billion to developers to create buildings with 2,605 “income-restricted units,” largely rented to households earning over $100,000 annually, and 5,540 market-rate apartments.[footnoteRef:23] [18:  N.Y.C. Dept. of Finance Tax Policy & Data Analytics Div. Annual Report on Tax Expenditures- Fiscal Year 2022 (Feb. 2022), pg. 1 available at: https://www.nyc.gov/assets/finance/downloads/pdf/reports/reports-tax-expenditure/ter_2022_final.pdf ]  [19:  Charles V. Bagli, “Affordable Housing Program Gives City Tax Break to Developers”, The New York Times (Apr. 10, 2017), available at: https://www.nytimes.com/2017/04/10/nyregion/affordable-housing-city-tax-break-developers.html#:~:text=A%20version%20of%20this%20article,Bill%20de%20Blasio%2C%20New%20York ]  [20:  Id.]  [21:  N.Y.C. Housing Preservation and Development. Tax Incentives: 421-a (last accessed: Oct. 15, 2025), available at: https://www.nyc.gov/site/hpd/services-and-information/tax-incentives-421-a.page ; Office of New York City Comptroller Brad Lander, “A Better Way than 421-a: The High-Rising Costs of New York City's Unaffordable Tax Exemption Program” (Mar. 16, 2022), available at: https://comptroller.nyc.gov/reports/a-better-way-than-421a/#_ftn3 ]  [22:  Office of New York City Comptroller Brad Lander, supra n. 16 ]  [23:  Id.] 

	Owners with expiring 421-a benefits can turn to Article XI as a means of continuing to receive tax incentives.[footnoteRef:24] HPD requires that all units subject to the relevant regulatory agreement become rent stabilized. However, while HPD prefers that all units in the project be subject to income restrictions below 165% of AMI, HPD can exercise discretion in approving conversions with at least 2/3 of units subject to such income restrictions.[footnoteRef:25] [24:  N.Y.C. Housing Preservation and Development. Housing Preservation Opportunities Program (HPO) Term Sheet (Aug. 2025) at 3. Available at: https://www.nyc.gov/assets/hpd/downloads/pdfs/services/hpo-term-sheet.pdf ]  [25:  Id. at 4.] 

HPD Violations in Article XI-Subsidized Housing  
The New York City Housing Maintenance Code (the “Housing Maintenance Code”) sets forth “minimum standards of health and safety, fire protection, light and ventilation, cleanliness, repair and maintenance, and occupancy in dwellings is necessary to protect the people of the city against the consequences of urban blight.”[footnoteRef:26] Tenants who face health and safety hazards such as mold, insects, rodents, mold, and gas leaks can call 311 to alert HPD to the conditions, at which point HPD will send an inspector to investigate and issue any appropriate violations.[footnoteRef:27]  [26:  N.Y.C. Admin. Code § 27-2002 (“Legislative Declaration”); N.Y.C. Admin. Code §§ 27-2000- 27-2154 (“Housing Maintenance Code”).]  [27:  N.Y.C. Housing Preservation and Development. About Code Enforcement: Housing Maintenance Code, available at: https://www.nyc.gov/site/hpd/services-and-information/code-enforcement.page (last accessed: Oct. 3, 2025).] 

Violations are listed by HPD as open until either HPD verifies or the landlord certifies that the conditions giving rise to the violation have been corrected.[footnoteRef:28] These violations are identified as Class A, B, or C, with C considered the most serious category. Class C violations are considered immediately hazardous, with typical violations including the presence of lead-based paint, mold, mice, cockroaches, and rats as well as a lack of heating in frigid winter months.[footnoteRef:29] Class A violations issued after December 8, 2023, bear a cost of $50-$150, with an additional $25 a day until correction. Class B violations issued after December 8, 2023, bear a cost of $75-$500, with an additional $25-$125 a day until correction.[footnoteRef:30] In buildings with five or fewer units, Class C violations issued after December 8, 2023, bear a cost of $150-$700, with an additional $150-$150 a day until correction. In buildings with five or fewer units, Class C violations issued after December 8, 2023, bear a cost of $150-$1,200, with an additional $150-$1,200 a day until correction.[footnoteRef:31] [28:  N.Y.C. Open Data. Open HPD Violations (last updated Oct. 17, 2025), available at: https://data.cityofnewyork.us/Housing-Development/Open-HPD-Violations/csn4-vhvf/about_data ]  [29:  N.Y.C. Housing Preservation and Development. Enforcement: Penalties and Fees, available at: https://www.nyc.gov/site/hpd/services-and-information/penalties-and-fees.page (last accessed: Oct. 3, 20225).]  [30:  Id.]  [31:  Id.] 

On January 29, 2025, HPD submitted a report to the Speaker of the Council detailing the number of then-open violations of the New York City Housing Maintenance Code issued by the Department in buildings receiving Article XI incentives.[footnoteRef:32] 1,265 projects receiving Article XI were included in the report, including 47,836 units, 39,602 of which were classified as affordable. In total, the 1,265 Article XI-subsidized projects included 43,386 open, uncorrected violations of the Housing Maintenance Code as of January 2025, nearly one per unit. Of these violations, 13,228 were classified as Class C immediate hazards. [32:  N.Y.C. Housing Preservation and Development. Article XI City Council Report, (Jan. 29, 2025), available at:  https://council.nyc.gov/budget/wp-content/uploads/sites/54/2025/06/Article_XI_City_Council_Report_29th_Jan_2025.xlsx ] 

Given the distribution of open violations observed in January 2025, projects receiving Article XI incentives were fined a minimum of $4,045,475 of upfront fees along with $2,738,150 daily for the period in which the violation was open for failing to keep habitable conditions in the building. At a maximum these fees would have amounted to $28,022,150 upfront and $18,555,450 daily until conditions are addressed. The DOF reported exemptions in the form of transfers to HDFCs for the 2025 fiscal year amounted to $27 million in 2025.[footnoteRef:33] Tax exemptions to transfers to HDFCs are not the only tax incentive such projects receive, and 2025 transfer tax exemptions likely represented a minimal portion of noncompliant buildings, but the point that taxpayer funding subsidizes housing through Article XI, only for such housing to fail to live up to the basic standards of the Housing Maintenance Code to provide sanitary and safe housing, remains. [33:  Department of Finance, supra n. 1 at 117.] 

b. THE J-51 TAX ABATEMENT PROGRAM 
The J-51 program, also known as the J-51 R, is a property tax abatement for renovating residential apartment buildings in New York City.1 In early 2025, HPD began accepting applications for the reformed J51 program for property owners to apply for tax benefits for eligible building improvements.2 HPD determines program eligibility and issues Certificates of Eligibility, while the DOF implements the tax benefits. 
Construction eligible for the J-51 R program must meet specific criteria in order to receive the benefit. The alterations or improvements must be specifically identified on the certified reasonable cost schedule3 and meet a minimum scope of work threshold of $1,500 per unit.4 Construction must be completed between June 29, 2022, and June 30, 2026, with work not extending more than thirty months after the start date.5 Additionally, improvements cannot increase the cubic content in the eligible building.6  The program offers a reduction in existing real property taxes, up to 8 1/3 percent of the total certified reasonable cost of the work each year for up to 20 years, that could reach up to 70 percent of these approved certified reasonable costs.7 
To qualify, a rental building must be a Class A multiple dwelling, with all units used as rental housing and not as a hotel.8 The building must meet at least one of the following three conditions:   
· At least 50% of dwelling units must be qualified as rental units with maximum rents at or below 30% of 80% AMI and registered with DHCR;9  
· A Mitchell-Lama limited profit housing company or redevelopment company owns and operates the building;10 or  
· The building receives substantial governmental assistance.11  
Rental units receiving J-51 R benefits must remain under rent stabilization for at least the duration of the J-51 R Restriction Period.12 Additionally, landlords must permanently waive Major Capital Improvement (MCI) rent increases for any eligible construction receiving J-51 R benefits.13 
Homeownership buildings eligible for J-51 R include Class A multiple dwellings operated as condominium or cooperative housing and not as hotels. These buildings must have an average assessed valuation of no more than $45,000 per dwelling unit as of the commencement date.14 This category includes Class A multiple dwellings owned and operated by either a Mitchell-Lama mutual housing company organized under Article II of the PHFL or a mutual redevelopment company organized under Article V of the PHFL.15 
c. THE SOLAR ELECTRIC GENERATING SYSTEM (“SEGS”) TAX ABATEMENT  
The Department of Buildings administers the Solar Electric Generating System Tax Abatement program, which provides tax abatements for buildings that use solar power, typically through solar panels on the roof of a building.[footnoteRef:34] The abatement program provides a four-year tax abatement amounting to the lowest of: (i) a cumulative 30% of the installation cost of the solar panels, (ii) the entirety of the building’s annual property tax, or (iii) a cumulative $250,00 (or 62,500 annually, over four years).[footnoteRef:35] In the 2025 fiscal year, DOF estimates 22,075 exemptions under the SEGS program, totaling $41.6 million.[footnoteRef:36] [34:  N.Y.C. Dept. of Finance, Solar Electric Generating System (SEGS) Tax Abatement https://www.nyc.gov/site/finance/property/landlords-solar-roof.page (last accessed, Oct. 6, 2025).]  [35:  Id.]  [36:  Annual Report on Tax Expenditures- Fiscal Year 2025 (Feb. 2025), n. 1 supra at 11.] 

d. THE 420-C TAX ABATEMENT PROGRAM 
In 1993, the New York State Legislature passed Section 420-c of the New York State Real Property Tax Law[footnoteRef:37] creating the 420-c tax exemption and abatement program.[footnoteRef:38] One interpretation of 420-c’s intent is to create an incentive program that could be used in combination with the federal Low Income Housing Tax Credit Program (“LIHTC”).[footnoteRef:39]  The 420-c program provides complete or partial tax exemptions on low-income housing developments that meet the following criteria:[footnoteRef:40] (1) the project is owned or leased for 30 or more years by corporation, LP, or LLC in which a charitable organization whose purpose includes to provide low-income housing holds half or more of the controlling interest;[footnoteRef:41] (2) the development is subject to a regulatory agreement for low-income housing use that is approved by HPD;[footnoteRef:42] and (3) the development has received or is receiving funding through the federal low-income housing tax credits.[footnoteRef:43] The terms and duration of the 420-c benefits are recorded in a regulatory agreement between HPD and the developer and cannot exceed 60 years. HPD can require payments in lieu of taxes. In 2017, HPD amended its rules to clarify the Department’s authority to retroactively revoke the tax exemption and abatement benefits of recipients that failed to comply with program requirements.[footnoteRef:44]   [37:  NYS Real Property Tax Law, Section 420-c]  [38:  Annual Report On Tax Expenditures: Fiscal Year 2025, DOF, pg. 28, available at: https://www.nyc.gov/assets/finance/downloads/pdf/reports/reports-tax-expenditure/ter_2025_final.pdf]  [39:  The Future of Real Estate Tax Exemptions for Affordable Housing in New York City, Citizens Housing & Planning Council, pg. 6, available at: https://chpcny.org/wp-content/uploads/2012/01/Tax-Incentives-Final-1-19-12.pdf]  [40:  Tax credits and Incentives 420-c, HPD, services and information, available at: https://www.nyc.gov/site/hpd/services-and-information/tax-incentives-420-c.page]  [41:  Id.]  [42:  Id.]  [43:  Id.]  [44:  Notice of Adoption of Amendments to Rules Governing Revocation of Tax Exemptions and Abatements, HPD, available at: https://www.nyc.gov/assets/hpd/downloads/pdfs/services/hpd-revocation-date-definition-notices-adopted-rule.pdf] 

As of 2025, 420-c is the City’s fifth largest tax expenditure program. The Department of Finance estimates the program’s cost to be $479 million for fiscal year 2025, a $30 million increase from the previously reported cost of $448 million for fiscal year 2024.[footnoteRef:45] In fiscal year 2025, there are 2,555 properties, containing 96,662 housing units with a combined assessed value of approximately $4 billion, receiving section 420-c exemptions or abatements.[footnoteRef:46] [45:   Supra note 2, pg. i. This cost accounts for money that the city would receive for payment in lieu of taxes.]  [46:  Id, pg. 28.] 

e. COOPERATIVE AND CONDOMINIUM TAX ABATEMENT PROGRAM
DOF provides an abatement to owners and shareholders of class two condominiums and cooperatives, which are condominiums and cooperatives with over three units.  The Cooperative and Condominium Partial Tax Abatement Program was enacted in 1996 to reduce the disparity in property tax rates between cooperatives and condominiums with less than three units and those with over three units.  The program is intended to grant relief to New Yorkers achieving home ownership, so there are two important pre-requisites to claiming the abatement. First, to claim the abatement, the claimant cannot own more than three units in any one property. Second, the claimant must use the unit for which the abatement is claimed as a primary residence.  Such restrictions are intended to prevent the abatement program from subsidizing small landlords owning and renting out multiple units in a condominium or cooperative building. Property owners cannot simultaneously claim the Cooperative and Condominium Partial Tax Abatement and other exemptions such as 420-c, 421-a, or J-51.  The abatement is nonetheless appealing to New Yorkers who wish to own their homes because it provides an abatement valued between 17.5% and 28.1% of property tax.  In the 2025 Fiscal Year, Cooperative and Condominium Partial Tax Abatement was claimed for 60,353 condominium units and 247,306 cooperative apartments, resulting in City expenditures amounting to $694.6 million.
New York City Comptroller Brad Lander recently audited applications to the DOF to claim the Cooperative and Condominium Tax Abatement and found that DOF had improperly granted the abatement to 720 buildings which were ineligible.[footnoteRef:47] Some such recipients were ineligible because they simultaneously claimed incompatible exemptions, such as J-51, 420c, and 421a.[footnoteRef:48] While the program is intended support individuals with purchasing a unit in which to reside, 27 owners claimed and received the abatement for multiple units, while another owner who did not reside in New York City received the abatement.[footnoteRef:49] These erroneous grants cost the City $6.5 million. [47:  Office of New York City Comptroller Brad Lander, Audit Report on the New York City Department of Finance’s Administration of the Cooperative and Condominium Tax Abatement Program, (Oct. 23, 2024), available at: https://comptroller.nyc.gov/reports/audit-report-on-the-new-york-city-department-of-finances-administration-of-the-cooperative-and-condominium-tax-abatement-program/ ]  [48:  Id.]  [49:  Id.] 

f. NEW YORK STATE MITCHELL-LAMA TAX EXEMPTIONS
Legislation sponsored by New York State Senator MacNeil Mitchell and Assembly Member Alfred Lama was enacted in 1955 to create the Limited-Profit Housing Companies Act, commonly known as the Mitchell-Lama Housing Program (“Mitchell-Lama”).[footnoteRef:50] This was one of the nation’s pioneering programs to develop middle-income housing.[footnoteRef:51] Unlike public housing where a government agency operates developments and is dependent on government funding, the Mitchell-Lama program is designed to encourage private developers to invest in housing developments that are subject to government regulations.[footnoteRef:52] The Mitchell-Lama program offers developers low-interest mortgage loans and real property tax exemptions to develop rental and cooperative ownership housing.[footnoteRef:53] In exchange for such government assistance, the Mitchell-Lama program limits profits for owners and places income limits on households.[footnoteRef:54] For Mitchell-Lama developments that became cooperatives, the regulation focuses on the apartment’s purchase price and monthly maintenance costs.[footnoteRef:55] Through these subsidies and regulations, Mitchell-Lama properties are expected to be able to operate below market rate rent costs.  [50:  New York State Homes and Community Renewal, Mitchell-Lama Housing Program, http://www.nyshcr.org/Programs/mitchell-lama/]  [51:  Sweet, David, and Hack John. 1989. "Mitchell-Lama Buyouts: Policy Issues and Alternatives." Fordham Urban Law Journal.]  [52:  Camille Rosca, Comment, From Affordable to Profitable: The Privatization of Mitchell-Lama Housing & How the New York Court of Appeals Got it Wrong,  945 SETON HALL L. Rev. 2015.]  [53:  New York State Private Housing Finance Law 11.]  [54:  Reina, Vincent, and Jaclene Begley. 2014. "Will They Stay or Will They Go: Predicting Subsidized Housing Opt-outs." Journal of Housing Economics.]  [55:  Sweet, David, and Hack John. 1989. "Mitchell-Lama Buyouts: Policy Issues and Alternatives." Fordham Urban Law Journal.] 

Each Mitchell-Lama development is unique in how the development was created and financed. Some Mitchell-Lama developments receive additional funding from other government subsidies.[footnoteRef:56] According to the Journal on Housing Economics, nearly 60% of Mitchell-Lama properties receive additional financing and insurance from the United State Department of Housing and Urban Development (“HUD”), project based rental assistance, or LIHTC subsidies.[footnoteRef:57] Each layer of subsidy affects the development’s rent levels, the affordability period, and the tenant income requirements for the property.[footnoteRef:58] [56:  The Furman Center,  State of New York City’s Subsidized Housing: 2011, 37, http://furmancenter.org/files/publications/SHIPReportFinal.pdf]  [57:  Reina, Vincent, and Jaclene Begley. 2014. "Will They Stay or Will They Go: Predicting Subsidized Housing Opt-outs." Journal of Housing Economics]  [58:  The Furman Center,  State of New York City’s Subsidized Housing: 2011, 37, http://furmancenter.org/files/publications/SHIPReportFinal.pdf] 

The applicability of certain regulations of the Mitchell-Lama program depends on the government agency that originally sponsored the development. Presently, the New York City HPD and HCR are the two main agencies that regulate rent increases and capital reserves, conduct physical inspections on properties, and monitor waiting lists for affordable units at Mitchell-Lama developments.[footnoteRef:59] Also, if an owner decides to exit the program, then these agencies are responsible for processing the application.[footnoteRef:60]  [59:  Id. At 36.]  [60:  New York State Private Housing Finance Law § 35.] 

Since the program’s inception in 1955, there have been a total of 269 Mitchell-Lama developments with over 105,000 units.[footnoteRef:61] The average development includes approximately 400 units.[footnoteRef:62] Although there is no prohibition on building Mitchell-Lama developments under the Private Housing Finance Law, no Mitchell-Lama developments have been built since 1981.[footnoteRef:63]   [61:  New York State Homes and Community Renewal, About the Mitchell-Lama Housing Program, available at: http://www.nyshcr.org/Programs/Mitchell-Lama/]  [62:  Id.]  [63:  Tom Waters & Victor Bach, Community Service Society of New York, “Reinventing the Mitchell-Lama Housing Program,” 5. April 2015. http://b.3cdn.net/nycss/4164cc0fb504bd2477_0wgm6ans7.pdf.] 

Actions to Preserve Mitchell-Lama Housing – Tax Incentives
In 2004, HDC and Mayor Michael Bloomberg began a two-part initiative, which included a refinancing program to restructure and extend existing mortgages, and a repair loan program for developments in need of capital improvements.[footnoteRef:64] The HDC refinancing program, which is available to 53 rental and 27 cooperative developments with a total of 27,000 units, offers owners the chance to restructure the first two mortgages held on the properties.[footnoteRef:65] The savings can be taken in the form of either further reduction of mortgage payments, or as funds to repair the property.[footnoteRef:66] The repair loan program offers loans to Mitchell-Lama building owners for capital improvements, and if they use this loan, owners must remain in the program for an additional ten years. According to the HDC, since 2004, over $60 million in repair loans have closed, preserving 7,000 units.[footnoteRef:67]  [64:  New York City Housing Development Corporation, “Mitchell Lama Program”, http://www.nychdc.com/pages/Mitchell-Lama-Program.html]  [65:  Id.]  [66:  Id.]  [67:  Id.] 

In 2005, the Council adopted a resolution extending the real property tax exemption for Mitchell-Lama developments that have already paid off mortgages as an incentive to remain in the program for an additional fifty years.[footnoteRef:68] Additionally, in 2007, the Council adopted two laws that extended J-51 benefits to Mitchell-Lama housing.[footnoteRef:69] These benefits provide real estate tax exemptions and abatements for alterations and improvements to qualifying multiple dwellings.[footnoteRef:70] Previously, Mitchell-Lama developments were not eligible for J-51 benefits if the improvements were financed with governmental grants or loans, or, in the case of cooperative or condominium projects, if the average assessed value per unit exceeded $40,000.[footnoteRef:71] The local laws eliminated these restrictions, provided the housing company signs a binding agreement to remain in the Mitchell-Lama program for at least 15 years from the commencement of J-51 benefits.[footnoteRef:72] [68:  Resolution No. 388‑A (2004) of the New York City Council]  [69:  NYC Local Law 14 of 2007; NYC Local Law 15 of 2007.]  [70:  Id.]  [71:  Id.]  [72:  Id.] 

Tax Exemptions and the New Shelter Rent Tax Law
Local governments are permitted to exempt Mitchell-Lama developments from real property taxes, subject to limitations imposed by New York State law.[footnoteRef:73] Through the 2025 New York State budget, signed into law by Governor Hochul, the State Legislature further decreased the local tax burden on Mitchell-Lama developments in New York City.[footnoteRef:74] The “New Shelter Rent Tax Law” is intended to provide local tax relief to these developments by capping the amount of local ad valorem and school taxes the City may impose on a development, to be no more than 5% of the development’s annual shelter rent.[footnoteRef:75] Some developments may be entitled to a greater exemption depending on the terms of the resolution governing the amount of their tax exemption, many of which are set forth in resolutions of the Board of Estimate. Prior to the New Shelter Rent Tax Law, the City was required to impose upon developments a local tax burden of no less than 10% the annual shelter rent of a development.  [73:  Private Housing Finance Law § 33.]  [74:  FY 2026 New York State Executive Budget]  [75:  New York State 3006-C (2025-2026 Reg. Sess.)] 

g. CONCLUSION 
At this hearing, the Committees will seek an update on the preparations of DOF and HPD to administer tax bills for these properties in light of changes to State law, and to understand the fiscal implications for the new maximum tax liability for these projects and the City. The Committees will also inquire about the implementation of housing tax exemptions and abatements and solicit feedback from the public on such expenditures.


III. LEGISLATION
Res. No. 575
Resolution calling on the New York State Legislature to pass, and the Governor to sign, legislation providing for annual adjustments to the rental and carrying charges for Mitchell-Lama developments based on increases in the Consumer Price Index.
Res. No. 1016
Resolution calling on the New York State Legislature to pass, and the Governor to sign, legislation setting the minimum notice period for rent increases to 60 days for Mitchell-Lama rental and co-op residents


APPENDIX A: FISCAL YEAR 2025 RESIDENTIAL TAX EXPENDITURES[footnoteRef:76][footnoteRef:77] [76:  NYC Department of Finance, Annual Report on Tax Expenditures, Fiscal 2025. (Feb. 2025), available at:  https://www.nyc.gov/assets/finance/downloads/pdf/reports/reports-tax-expenditure/ter_2025_final.pdf]  [77:  Excludes tax breaks with no Fiscal 2025 cost as of publication of the report] 

	[bookmark: _Hlk212019707]Incentive
	Fiscal 2025 Cost (in millions & net of any PILOTs)
	Housing Units Impacted
	Policy Objective
	Legal Citation

	J-51 (Exemption & Abatement)
	$233.2
	290,688
	Encourage the rehabilitation of existing residential structures by providing tax exemptions and abatements.
	NYS Real Property Tax Law, Section 489; NYC Administrative Code, Sections 11-243 and 11- 243.2

	421-a (all versions)
	$1,957.8
	215,747
	Promote construction of multi-family residential buildings with at least three dwelling units by providing a declining exemption on the new value created by the improvement
	NYS Real Property Tax Law, Section 421-a; NYC Administrative Code, Sections 11-245, 11- 245.1, 11-245.1-a and 11-245.1-b

	HPD Division of Alternative Management (DAMP)
	$55.6
	21,173
	Return City-owned residential properties to private ownership.
	NYS Private Housing Finance Law, Section 577

	420-c, Low-income Housing
	$479.4
	96,662
	Assist nonprofit organizations in providing affordable housing for low-income tenants.
	NYS Real Property Tax Law, Section 420-c

	Major Capital Improvement (MCI) Cost Abatement
	$12.5
	35
	Help compensate landlords of rent-regulated buildings for economic losses resulting from the lengthening of the period for amortizing major capital improvement costs.
	Chapter 20 (Part A, Section 65), NYS Laws of 2015

	Limited Profit Housing Cos (Mitchell-Lama)
	$327.3
	100,441
	Maintain and increase low- and middle-income housing stock in New York State.
	NYS Private Housing Finance Law, Article 2; NYS Real Property Tax Law, Section 414

	Limited Dividend Housing Companies
	$9.4
	N/A
	Precursor program to Mitchell-Lama to maintain and increase low- and middle-income housing stock in New York State.
	NYS Private Housing Finance Law, Article 4; NYS Real Property Tax Law, Section 414

	Redevelopment Cos.
	$87.1
	N/A
	Precursor program to Mitchell-Lama to encourage low- to moderate-income housing through private financing.
	NYS Private Housing Finance Law, Article 5; NYS Real Property Tax Law, Section 423

	Housing Development Fund Companies (HDFCs)
	$46.7
	18,301
	To provide low- and moderate-income housing, both publicly and privately financed, through a variety of programs.
	NYS Private Housing Finance Law, Articles 11 and 18-A; NYS Private Housing Finance Law, Article 32; NYS Real Property Tax Law, Section 414

	Special Incentive Programs
	$373.3
	12,673
	Tax benefits are also available to projects receiving grants or loans for the construction or rehabilitation of turnkey/enhanced rental projects for low-income persons under Article 18-A of the Private Housing Finance Law.
	NYS Private Housing Finance Law, Articles 11 and 18-A; NYS Private Housing Finance Law, Article 32; NYS Real Property Tax Law, Section 414

	Urban Development Action Area Projects
	$12.9
	20,660
	To encourage the construction of residential housing in designated areas.
	NYS General Municipal Law, Section 696

	Miscellaneous State Assisted Housing
	$11.0
	N/A
	Encourage the creation of housing for a target population, such as faculty members, students, and employees of universities or mdeical institutions.
	NYS Real Property Tax Law, Section 422

	Total 
	$3,606.2
	776,380
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Res. No. 575

[bookmark: _Hlk171943442]..Title
[bookmark: _Hlk171090240]Resolution calling on the New York State Legislature to pass, and the Governor to sign, legislation providing for annual adjustments to the rental and carrying charges for Mitchell-Lama developments based on increases in the Consumer Price Index.
..Body

By Council Members Farías, Louis, Williams and Banks

Whereas, The Mitchell-Lama Housing Program was created in 1955 by the Limited Profit Housing Act to provide affordable rental and cooperative housing to middle-income families; and
Whereas, Mitchell-Lama program compliance is overseen by the New York City Department of Housing Preservation and Development (HPD) and New York State Homes and Community Renewal (HCR) and involves regulating rental and carrying charge increases, capital reserves, property inspections, and waiting lists for affordable units; and
Whereas, According to HCR, 269 Mitchell-Lama developments, with over 105,000 units in total, have been constructed since the program’s inception in 1955; and
Whereas, Under the New York State Private Housing Finance Law, Mitchell-Lama developments receive a subsidy allowing tenants and cooperators below a certain income level to pay below-market rental or carrying charges; and
Whereas, When a Mitchell Lama development's budget shows that its current income is insufficient to cover its financial obligations, the development can apply to HPD or HCR to increase its rental or carrying charges; and
Whereas, The NY State Comptroller conducted an audit from January 2019 through January 2023 to determine whether tenants living in four Mitchell-Lama developments supervised by HCR (753 Classon Avenue Housing Company, Cathedral Parkway Towers, Findlay House, and Jamie Towers) provided safe and clean-living conditions; and
Whereas, The audit also aimed to verify if funds were properly accounted for and used for intended purposes; and 
Whereas, The audit revealed that tenants in these developments endured unsanitary conditions, including pest infestations and water leaks, potentially causing mold and allergens that can be harmful to human health; and
Whereas, The audit also highlighted that many of these hazards had remained uncorrected for years; and
Whereas, The Comptroller's audit revealed that Jamie Towers was facing a severe financial crisis, with rising operating costs and revenue losses; and
Whereas, Bronx News, an online news publication, reported that residents at Jamie Towers received a notice regarding a 49% increase in their carrying charges, effective May 1, 2024; and
Whereas, Bronx News reported that residents who are seniors living on fixed incomes have expressed concerns about this change; and
Whereas, The substantial carrying charge increase poses a serious threat to the financial stability of many of the impacted residents; and 
Whereas, According to news reports and the Comptroller's audit, prior to requesting the 2024 increase, Jamie Towers' most recent request to HCR for increased carrying charges was in 2017; and
Whereas, Each Mitchell-Lama development is required to maintain a reserve fund to cover major repairs and replacements of common areas such as roofs, elevators, and heating systems; and
Whereas, The amount each development must contribute to such fund each month depends in part on the development’s rent roll; and 

Whereas, This reserve fund can help ensure that repairs are made in a timely manner, but ineffective management of the fund by board members or property owners, or insufficient resources in the fund due to low rental or carrying charges, may result in deferred maintenance; and
Whereas, Proper maintenance preserves and extends the life of a building's assets, while deferred maintenance reduces the lifespan of building components and accelerates the need for large capital expenditures to replace them; and
Whereas, The National Association of State Facilities Administrators, a national organization that develops best practices for maintaining facilities, has calculated that the cost of deferred maintenance in a building structure is anywhere from 15 to 30 times the cost of early intervention; and
Whereas, The rental/carrying charges at a Mitchell-Lama building should be regularly adjusted to reflect changes in the overall cost of building maintenance, with increases tied to rises in the Consumer Price Index; and
Whereas, This practice would ensure that sufficient financial resources are set aside for future repairs as costs increase; and
Whereas, This practice would also ensure that Mitchell-Lama buildings can maintain their financial stability and continue to provide affordable housing while safeguard against the need for large, sudden increases to rental or carrying charges; now, therefore, be it
Resolved, That the Council of the City of New York calls on the New York State Legislature to pass, and the Governor to sign, legislation providing for annual adjustments to the rental and carrying charges for Mitchell-Lama developments based on increases in the Consumer Price Index.
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Res. No. 1016

..Title
Resolution calling on the New York State Legislature to pass, and the Governor to sign, legislation setting the minimum notice period for rent increases to 60 days for Mitchell-Lama rental and co-op residents 
..Body

By Council Members Farías, Louis, Restler, Brannan, Cabán, Williams, Banks and Gutiérrez

Whereas, New York State Homes and Community Renewal (HCR) is the State’s affordable housing agency and lender, whose mission is to build, preserve, and protect affordable housing and increase homeownership throughout New York State; and
Whereas, HCR is comprised of several agencies and corporations including the New York State Division of Housing and Community Renewal (DHCR), which is responsible for the supervision, maintenance, and development of affordable low- and moderate-income housing in New York State; and
Whereas, Mitchell-Lama housing was created in 1955 by the Limited Profit Housing Act to provide affordable rental and cooperative (co-op) housing to middle-income families, and a total of 269 State-supervised Mitchell-Lama developments (developments) have been built under this program, totaling over 105,000 units; and
Whereas, DHCR is responsible for supervising the housing companies and managing agents of these developments and providing low-cost financing tools and capital for the preservation and improvement of these developments; and
Whereas, As part of their rent, residents of these developments are responsible for paying a carrying charge, also sometimes called a maintenance fee, to the housing companies and managing agents of these developments; and 
Whereas, Carrying charges may be increased from time to time, subject to certain notice and other requirements set forth in State law; and
Whereas, State rules require housing companies to provide at least 30 days’ notice to rental residents, and at least 5 days’ notice to co-op residents prior to the effective date of an increase in rents, including carrying charges; and
Whereas, The New York City (NYC) Department of Housing Preservation and Development (HPD) has promulgated rules, pursuant to authority granted by State law, requiring at least 15 days’ notice to co-op residents; and
Whereas, In June 2023, the New York State Comptroller published the findings of an audit of 4 developments in NYC, reporting that DHCR failed to meets its responsibilities to adequately oversee the physical and financial conditions at the sampled developments; and
Whereas, The same report found hazardous conditions (such as damaged ceilings and mold), and a misuse of funds totaling approximately $1.5 million across the 4 sampled developments; and
Whereas, In some developments such as Jamie Towers in Castle Hill, due to mismanagement and delays, the development lost an estimated $108,523 in maintenance fees, and residents have faced contaminated water, lack of heat, and increased pest infestations, while several class C immediately hazardous housing maintenance code violations remain open on the property; and
Whereas, In attempts to recoup these losses in Jamie Towers, residents have endured successive carrying charge increases of 10% (2012), 6% (2017), and 16% (2023), even while the development’s management collected bonuses totaling over $20,000 over the period of  January 2019 through March 2022; and 
Whereas, Despite pleas from New York State Senator Nathalia Fernandez, New York State Assembly Member Karines Reyes, New York City Council Member Amanda Farías, and Bronx Borough President Vanessa Gibson to DHCR, Jamie Towers residents saw yet another increase of $107.18 per room on May 1, 2024, placing further financial stress on residents; and
Whereas, Sixty percent of residents in Jamie Towers are older adults, and most are on a fixed income, and further unexpected increases in the carrying charge would impose an overwhelming financial burden on these residents, potentially pushing more shareholders into arrears, jeopardizing their shares, or forcing them to vacate their homes entirely, exacerbating the already dire housing crisis and failing at the stated mission of HCR and the Mitchell-Lama Housing Program; and
Whereas, Passing state legislation increasing the notice period for maintenance cost increases to 60 days would keep residents informed and allow them to plan ahead, advocate for themselves, and have the flexibility to do what is best for them; now, therefore, be it
Resolved, That the Council of the City of New York calls on the New York State Legislature to pass, and the Governor to sign, legislation setting the minimum notice period for rent increases to 60 days for Mitchell-Lama rental and co-op residents. 
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