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INT. NO. 472:



By Council Members Dilan, Comrie, Nelson, Seabrook and White Jr. (by request of the Mayor).

TITLE:




A Local Law to amend the administrative code of the city of New York, in relation to benefits pursuant to section four hundred twenty-one-a of the real property tax law.

ADMINISTRATIVE CODE:

Amends title 11 by amending section 11-245 by amending subdivision (a), subdivision (a-2), subdivision (b) and subdivision (d), by adding new section 11-245.1a.
BACKGROUND AND INTENT:
The Committee on Housing and Buildings, chaired by Council Member Erik Martin Dilan, will conduct a hearing on Int. No. 472, A Local Law to amend the administrative code of the city of New York, in relation to benefits pursuant to section four hundred twenty-one-a of the real property tax law.  The Committee expects to hear testimony from the Commissioner of Housing Preservation and Development, along with other representatives of the Administration, housing advocates, developers and many members of the public interested in housing development, including affordable housing.

421-a Program

The 421-a tax incentive program was created in 1971
 to promote the construction of new multiple dwellings (with the exception of hotels), as opposed to the rehabilitation of existing structures.  The program provides a declining tax exemption on the increase in assessed valuation
 created by the improvement.
  Pursuant to the authorization granted under State law, the Council may enact and amend certain local laws pertaining to eligibility to receive 421-a benefits, including geographic restrictions on eligibility.  Under State law
 any new restriction to the 421-a program that is enacted by the City is subject to a one-year lag before it becomes effective.  In 2002, (Laws of 2002, chapter 349), the State extended the benefits under the 421-a program to construction completed no later than December 31, 2007.

During the period of construction, or for a period not more than three years immediately following the commencement date of construction, eligible 421-a projects receive full exemption from real property taxation.  To be eligible for consideration to receive 421-a benefits, a new construction site must first have met one of four conditions three years prior to the start of construction.  The site must have been either: 1) underutilized, 2) vacant, 3) predominantly vacant, or 4) improved with a non-conforming use.  The factors determining the duration of the tax benefit received include location and other qualifying conditions, such as the receipt of substantial government assistance, the reservation of at least 20 percent of the units for low and moderate income occupants, and the participation in the lower income housing production program.  Upon completion of construction or three years after the commencement date of construction, whichever occurs sooner, the property may be eligible to receive a 10-, 15-, 20- or 25-year tax exemption, including limitations on projects south of 110th Street in Manhattan.  These exemptions are granted only for the new value created by the improvement.  The exemption starts at 100% and is phased down to zero.

For developments within the Manhattan Exclusionary Zone at least 20% of the total units must be reserved for low- and moderate-income occupants or participation in the Affordable Housing Production program.  Historically, under the Affordable Housing Production Program developers of low and/or moderate income housing throughout the City are issued Negotiable Certificates by HPD, which can be sold to the developers of market rate housing in the Manhattan Exclusionary Zone thereby entitling this housing to 421-a benefits.  Affordable rental units receiving 421-a benefits are subject to rent regulation during the benefit period or 20 years, whichever is longer.  "Thereafter, upon each vacancy the rents of the affordable units are subject to a 10-year deregulation schedule as outlined in the 421-a Rules.

Pursuant to Local Law 42 of 2003, geographic restrictions applicable to the Manhattan Exclusionary Zone will expire on December 31, 2007.  In addition, the boundaries for the Manhattan Exclusionary Zone were amended to include the Hudson Yards area under Local Law 22 for the Year 2005.  Early this year, Local Law 8 further amended the boundaries of the Manhattan Exclusionary Zone to include certain streets in the Special West Chelsea District.
  The new Manhattan Geographic Exclusion Zone in Local Law 8 takes effect on May 11, 2007.  In Brooklyn, restrictions on the eligibility for 421-a tax benefits were extended by State law to an area along the Greenpoint-Williamsburg waterfront in 2005 to require the development of affordable housing in order to receive the tax benefit.

Int. No. 472

Int. No. 472 would expand the Geographic Exclusion Area (GEA) where 421-a tax benefits are conditioned upon providing affordable housing, abolish the existing Negotiable Certificates Program, eliminate the automatic granting of twenty-five years of 421-a benefits to developments within the Neighborhood Preservation Program (NPP) and areas eligible for mortgage insurance from the Residential Mortgage Insurance Corporation (REMIC), set a limit on the total amount of tax benefits that any tax lot outside a GEA may receive, prohibiting any dwelling unit that is located in two more tax lots from receiving tax benefits, and eliminating benefits to multiple dwellings that contain fewer than six dwelling units unless the buildings are developed pursuant to a government program for the purpose of creating low and moderate income housing.

Section one of the bill is a technical correction that specifically refers to May 11, 2007 as the effective date of Local Law 8 for the year 2006.  Bill section two adds a new paragraph (2) to section 11-245, which expands the Geographic Exclusion Area in Manhattan
 to include all of Manhattan south of 97th Street, Central Harlem south of 111th Street, West Harlem south of 125th Street, and a small area in West Harlem between 124th and 129th Streets.  Bill section two also adds a new paragraph (3), which creates a Geographic Exclusion Area in Queens, and a new paragraph (4), which creates a new Geographic Exclusion Area in Brooklyn.  In effect, developments built in the Geographic Exclusion Areas would not be entitled to 421-a tax exemptions unless twenty percent of units in the development is reserved for individuals and families of low to moderate income.  

Bill section three is a technical correction that specifically refers to May 11, 2007 as the effective date of Local Law 8 for the year 2006.  Bill section four would allow tax exemptions for developments built with government funding only if the Department of Housing Preservation and Development has determined that such assistance was given through a program designed to develop low and moderate income housing.  Bill section five would add a new section 11-245.1a, which defines the following terms: “residential tax lot,” “non-residential tax lot,” “annual limit,” “certificate of occupancy,” “unit count,” and “exemption cap.”  This new section would set a tax exemption cap at the product of the number of units times  $100,000.00.  Any assessed value in excess of that total would be fully taxed.  

Bill section six would amend subdivision (d) of section 11-245 by deeming any construction on a pre-existing building to have commenced on the day after a permit for such construction was received. Finally, bill section seven contains the enactment clause and provides that this local law take effect one year after enactment, except that sections one and three of this local law, which made the timeline corrections above, would take effect on May 11, 2007.
� In 1971, the State enacted section 421-a of the New York State Real Property Tax Law (chapter 1207 of the Laws of 1971).


� Real property assessment – Pursuant to Chapter 58 of the New York City Charter, under the direction of the Commissioner of Finance assessors serve to make an assessment of real property located in the City.  The term “assessment” means a determination by the assessors of (a) the taxable status of real property as of the taxable status date; and (b) the valuation of real property, including the valuation of exempt real property, and where such property is partially exempt, the valuation of both the taxable and exempt portions.  New York City Charter §1506.


� However, the benefits may be obtained in some instances for the substantial rehabilitation of certain low- and moderate-income housing units when such construction is carried out pursuant to an agreement with the Department of Housing Preservation and Development as allowed under the law.


� Real Property Tax Law §421-a(2)(i).


� HPD Rules, Chapter 6, Section 08, (e)(2)(iii), see schedule contained within “Ownership of affordable units.”


� This local law clarified that the prior expansion of the Manhattan geographic exclusion area accomplished by local law number 22 for the year 2005 which first included the Hudson Yards Special District and certain midtown and Chelsea blocks only applies to construction commenced on or after the effective date of such local law (March 7, 2006) and prior to December 31, 2007.


� Chapter 110 of the Laws of 2005.


� Currently, the GEA in Manhattan is approximately the area south of 96th Street and above 14th Street on the est sde and Houston Street on the west side.
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