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Fiscal Impact Statement
Intro. No: 
667

Committee:
Housing and Buildings


Title:

A Local Law to amend the Administrative Code of the City of New York in relation to continuing area eligibility limitations on benefits pursuant to section 421-a of the real property tax law.



Sponsors:
Council Members Spigner, Eisland, and Marshall; also Council Member Harrison.

Summary of Legislation:
 This bill would amend subdivision a of section 11-245 of the Administrative Code of the City of New York by extending the area eligibility limitations (referred to as the “exclusion zone”) for 421-a tax exemption benefits for new construction of multiple dwellings from July 1, 2000 to July 1, 2003.  This legislation would not alter the conditions for 421-a eligibility for projects located in the exclusion zone, which is roughly defined as Manhattan south of 96th Street to 14th Street on the east side and to Houston Street on the west side.

To be eligible for a 421-a exemption, a project located in the Manhattan exclusion zone has to meet one of three qualifying conditions: a) substantial government assistance; b) at least 20% of the units are reserved for low and moderate income occupants; or c) participation in the lower income housing production program.

Projects located in the Manhattan exclusion area which meet one or more of the conditions listed above will receive a full exemption for two years, followed by an eight year period during which taxes are phased in at 20% every two years.

Rental units must remain under rent regulation during the benefit period.

Effective Date:
Immediately after enactment into law.

Fiscal Year In Which Full Fiscal Impact Anticipated:
Fiscal 2001


Fiscal Impact Statement:


Effective FY00
FY Succeeding 

Effective FY01
Full Fiscal 

Impact FY01

Revenues (+)
-see below-
-see below-
-see below-






Expenditures (-)
$0
$0
$0

Net
-see below-
-see below-
-see below-






Impact on Revenues:


The impact of this legislation upon future revenues cannot be determined, because the impact would be a product of the amount of new construction that occurs during the time period.  However, because the 421-a program exempts only the taxes on the added value created by improvements, it will not result in any reduction of current tax revenues from eligible properties.  If this program stimulates new construction that would not have occurred without the program, it will lead to increased tax revenues once the exemptions expire.

The potential range of the impact of this legislation on foregone revenues is extremely broad.  For example, in certain areas of Manhattan, foregone tax revenue on some luxury 421-a eligible projects has exceeded $10,000 per unit per year.

The total tax expenditure for the entire Section 421-a program in Fiscal 1999 was $78.9 million.

Impact on Expenditures:
None.

Source of Funds To Cover Estimated Costs:
 General Fund

Source of Information:

City Council Finance Division






Annual Report on Tax Expenditure, Department of Finance

Estimate Prepared By:

David Pechefsky, Legislative Financial Analyst

Peter Bruno, Assistant Director

City Council Finance Division

Date Submitted to Council:
12/7/99

Fis History:



To be considered by Committee as Intro. 667 on April 18, 2000

