September 26, 2018
TO:

Hon. Daniel Dromm


Chair, Finance Committee

Members of the Finance Committee

FROM:
Rebecca Chasan, Counsel, Finance Division

RE:
Finance Committee Agenda of September 26, 2018-Resolution approving a tax exemption for one Land Use item (Council District 9)
Item 1: Lakeview Apartments 
Lakeview Apartments is a State-supervised Mitchell-Lama project. The project sits directly across the street from Central Park and encompasses the entire City block. The four buildings are two 24-story buildings and two 10-story buildings. There is also a two-story parking garage structure with 100 spaces on the lot that connects the four residential buildings. Eighty of those parking spaces are reserved for residents in the project. The 446 units include 100 one-bedroom units, 172 two-bedroom units, 110 three-bedroom units (inclusive of two superintendent units), and 64 four-bedroom units. 
The current legal owner, 106th Street Houses, Inc., is an Article II limited-profit housing corporation and through a Declaration of Interest, is controlled by a limited partnership called Fifth and 106th St. Associates, L.P. (Partnership). The Partnership is controlled by LIHC Investment Group (Sponsor) which owns a 94 percent stake. The remaining six percent is owned by the Seavey Organization, who were the original developers of the project.
The Sponsor has initiated the process with New York State Homes and Community Renewal (HCR) and the tenants to remove the property from the Mitchell-Lama program. In its stead, the Sponsor is proposing to form a new HDFC, called the Lakeview Apartments HDFC, which would take title to become the legal owner and enter into an agreement with the Partnership. In addition, the property currently has a Section 236 U.S. Department of Housing and Urban Development (HUD) mortgage, for which the Sponsor has initiated the prepayment projects. Once the project exits the Mitchell-Lama program and prepays its HUD mortgage, the regulatory restrictions in place to ensure that apartments would remain at some level of affordability will no longer be applicable or enforceable. However, the Sponsor has opted to utilize a Project Based Rental Assistance (PBRA) voucher through RAD Component 2, which would ensure each participating unit remains affordable for current and future renters throughout the term of the Housing Assistance Plan (“HAP”) contract. 

If financing is secured, it is anticipated that a resolution plan will be implemented to resolve the outstanding Housing Maintenance Code violations beginning in April 2019. Occupied apartments would have violations cured during construction period to be set in the future once financing is secured, and a more substantial renovation upon turnover. As a result, no tenant relocation would be expected. The future construction period is expected to last approximately 18 months and is estimated to cost approximately $25 million which would be financed by a HUD 223(f) loan and the modification/extension of existing HCR debt.
HPD is requesting that the existing Article II property tax exemption be terminated and that the Council approve a new full, 40-year Article XI property tax exemption with a $1,000 annual nominal payment. HPD and the HDFC will enter into a regulatory agreement ensuring that 435 units will be rented only to households earning up to 80% of the Area Median Income (“AMI”) and 11 units will be rented only to households earning up to 135% of AMI. 
Summary:

· Borough-Manhattan
· Block 1612, Lot 1
· Council District-9
· Council Member-Perkins
· Council Member approval-Yes

· Number of buildings-4
· Number of units-446
· Type of exemption-Article XI, Full, 40 years 
· Population-affordable rental housing
· Sponsor-LIHC Investment Group, Lakeview Apartments HDFC, Fifth and 106th St. Associates, L.P.
· Purpose-preservation

· Cost to the City-$55.6M
· Housing Code Violations-
· Class A – 122
· Class B – 252
· Class C – 30
· Anticipated AMI targets-435 units at 80% AMI, 11 units at 135% AMI
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