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TITLE:
A local law to amend the administrative code of the city of New York, in relation to the assessment of commercial buildings.

ADMINISTRATIVE CODE:
Amends section 11-209 of the code.


Today the Committee on Finance will consider Int. No. 861, a proposed local law which would extend the period during which commercial buildings that are under construction and unoccupied would be exempt from assessment for property tax purposes, by an additional two years. 
BACKGROUND:

The City’s tax on real property is based on the fiscal year, which runs from July 1st until June 30th.  New York City Charter §1507 provides that the taxable status of real property in the City be fixed for the succeeding fiscal year on January 5th (the “taxable status date”).  Thus, it is the status of a parcel of property on January 5th of a given year on which the assessment for purposes of the following year’s taxes is based.  It follows that value added to a parcel of taxable property after the taxable status date, is not considered for purposes of the following year’s property taxes.

Currently, for buildings under construction, Administrative Code §11-209 provides additionally that if construction of any building is commenced after January 5th, and the building is not ready for occupancy by the following January 5th, the building is not assessable for purposes of the tax year following that taxable status date as well, unless it is ready for occupancy or partially occupied before April 15th of that year.
  Thus, currently, if construction began on a building in May of 2001 (i.e. after the January 5th taxable status date for fiscal year 2002 property taxes), and was not completed and the building was not even partially occupied by the next taxable status date (January 5, 2002) or by April 14th 2002, the building would not be assessed for purposes of fiscal year 2003 property taxes.  However, if a building takes longer than through the end of this period before it is at least partially occupied or ready for occupancy, the building would be assessed -- to the extent of the value added by the partial construction -- as of the next taxable status date (i.e. January 5th 2003), and thus would be subject to property taxes for Fiscal Year 2004 and each year thereafter. 
INT. NO. 681:

Int. No. 681 would amend §11-209 by: (1) maintaining the current law’s time periods during which buildings under construction and unoccupied would not be assessed, for non-commercial buildings; and (2) extending the period during which commercial buildings which are under construction and unoccupied would not be assessed.  The proposed local law adds provisions that would prevent commercial buildings under construction and not ready for occupancy or partially occupied, from being assessed  for an additional two years.  Thus, if construction of a commercial building commenced after January 5, 2001 (the taxable status date), under the current law, whether or not the building was still under construction and wholly unoccupied, that building would be assessable (to the extent of the increase in assessed valuation due to the construction completed at that point) as of the January 5, 2003 taxable status date for purposes of fiscal year 2004 property taxes.  However, under the proposed local law, if that building was still under construction and not ready for occupancy or partially occupied  as of April 14, 2004, that building would not be assessable for purposes of the January 5, 2004 taxable status date, and hence would not be subject to property taxes for fiscal year 2005.  The building would, however, be assessable for purposes of the January 5, 2005 taxable status date (to the extent of the work completed) and subject to fiscal year 2006 property taxes and property taxes for each year thereafter.    

According to the Mayor's Memorandum in Support, the current law’s time provisions during which a building is barred from being assessed while it is still under construction and not yet occupied, was developed at a time when large-scale construction rarely took over one year to complete.  However, at the present time when new commercial office buildings may require three years to construct, the current law does not allow these buildings to be exempt from real estate taxes for the entire period during which the building generates no income.  According to the Memorandum, this has resulted in a disincentive to construct new commercial office space, which would be remedied by lengthening the period during which such commercial buildings would not be assessed.

The proposed local law adds a definition of “commercial building” for purposes of the section which would define commercial buildings essentially as buildings intended to be used (and upon completion used) exclusively for business, commercial or manufacturing activities excluding hotel services.  A building that contained a residential component could only qualify as a commercial building for purposes of the section if the residential component was either entirely exempt from property taxes or was or would be receiving a partial exemption pursuant to section 421-a of the State Real Property Tax Law.  Finally, the definition excludes  “any building that is constructed on block 1049, lot 29 as shown on the tax map of the city of New York for the borough of Manhattan as such map was in effect for the assessment roll published in calendar year two thousand.”  According to the Memorandum in Support, this exclusion for Columbus Center in Manhattan, is due to the fact that the purchasers of this property acquired it through an RFP from the City and the Triborough Bridge Authority with the cost of the property taxes under the current law figured into the contract price. 

Int. No. 681 would take effect 45 days after it is enacted and would only apply to commercial buildings the construction of which commenced after January 5, 2001.
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� According to the Department of Finance, the April 15th “cut-off” date, which has been in the law for several decades, is maintained so that if a building is virtually complete by the taxable status date but, for example, lacks a certificate of occupancy which it receives before April 15th and is thus ready for occupancy,   the assessment rolls can be changed and the value of the building reflected. 
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