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Michael Keogh, Director

Fiscal Impact Statement
Proposed Intro. No:  486-A
Committee:
 Housing and Buildings



	Title: A Local Law to amend the New York city charter, in relation to the establishment of an affordable housing trust fund and 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.

	Sponsors:
By the Speaker (Council Member Quinn) and Council Members Dilan, Rivera, Comrie, Dickens, Oddo, Addabbo Jr., Arroyo, Baez, Felder, Gallagher, Garodnick, Gennaro, Gioia, Jackson, Katz, Koppell, Lappin, Liu, Martinez, McMahon, Recchia Jr., Sears, Seabrook, Vacca, Vallone Jr., Weprin, White Jr., Stewart



	Summary of Legislation:  The proposed bill amends the current 421-a partial property tax exemption program in several ways.  The bill expands the Geographic Exclusions Area to include: all of Manhattan, south of 136th Street in West Harlem, south of 126th Street in Central Harlem, south of 117th Street in East Harlem; all of downtown Brooklyn, Carroll Gardens, Cobble Hill, Boerum Hill, Park Slope, most of Ft. Greene, Prospect Heights, Williamsburg and Greenpoint, and into Sunset Park and Bushwick; along the waterfront from Astoria to Red Hook.  The bill sets up a Boundary Review Commission to reassess the exclusion areas every two years.  In order to receive the tax exemption in the exclusion areas, the bill requires on-site affordable housing where at least 20 percent of the units are set aside for families making up to 80 percent of the Area Median Income: the bill removes the off-site affordable housing option under the current law (Negotiable Certificate Program).  In neighborhoods outside the exclusion area, the bill sets a per unit cap of $65,000 on the portion of the assessed value eligible to receive the tax exemption. No on-site affordable housing development inside or outside the exclusion area is subject to the assessed value cap.  The bill removes the automatic extended tax benefits for developments within Neighborhood Preservation Program (NPP) areas and areas eligible for Rehabilitation Mortgage Insurance Corporation (REMIC) loans, and requires developments in these areas to provide on-site affordable housing in order to qualify for the extended benefit.  The bill retains the tax benefit for buildings of four or more units and removes three-unit buildings from eligibility.  Finally, the bill authorizes the commissioner of the Department of Housing Preservation and Development to set up an affordable housing trust fund to finance the development and rehabilitation of affordable housing in areas outside of the Geographic Exclusion Areas.    



	Effective Date:  This local law shall take effect one year after enactment, provided that the commissioner of housing preservation and development shall take such actions as are necessary for its implementation prior to such effective date and further provided, that sections one through eight of this local law shall expire four years after their enactment.



	Fiscal Year In Which Full Fiscal Impact Anticipated: Fiscal 2009



	Fiscal Impact Statement:
Effective FY09

FY Succeeding

Effective FY10

Full Fiscal

Impact FY2009

Revenues 

$19,500,000

$40,000,000

$19,500,000

Expenditures 

$0

$0

$0

Net

$19,500,000

$40,000,000

$19,500,000



	Impact on Revenues:  The first year of the fiscal impact is Fiscal 2009 because of the lags associated with the passage of new legislation. The savings in real property taxes generated from the proposed amendments in this bill will be $ 19.5 million in Fiscal 2009 and $40.0 million in Fiscal 2010.  Almost all of the savings will result from the elimination of the off-site affordable housing option available for Manhattan developers in the current Geographic Exclusion Area (GEA), $18.4 million in Fiscal 2009 and $38.0 million in Fiscal 2010.  Additional savings of $0.5 million in Fiscal 2009 and $0.8 million in Fiscal 2010 will result from the elimination of the off-site affordable housing option in the new exclusion areas proposed in this bill and a minimal impact of the assessed value cap on developments outside the exclusion area: the average assessed value per unit of nearly all of these developments falls below the cap of $65,000. This cap will be raised by 3 percent a year in order to prevent “bracket creep”.  Three unit buildings will no longer qualify for the benefit, saving another $0.6 million in Fiscal 2009 and $1.2 million in Fiscal 2010. 

Under an agreement between the Mayor, the Speaker of the City Council and the Commissioner of the Department of Housing Preservation and Development, the Affordable Housing Trust Fund is anticipated to receive an amount upfront of approximately $400 million. The total savings over a 20-year period from amendments proposed in this bill are estimated to be $457 million net present value (NPV) in Fiscal 2007 dollars.  (This Net Present Value represents an amount that if invested today at 6.5 percent interest, would give a payment each year for the next 20 years equal to what is expected in savings from the 421-a program each year for the next 20 years.)  The largest portion of the savings will come from the elimination of the off-site affordable housing option available for Manhattan developers in the current GEA.  Savings of $411 million NPV are based on the elimination of the 10-year tax benefit for this cohort.  Under current law, this cohort could begin to receive a 10-year tax benefit in any year from Fiscal 2009 through 2018, and the benefit would be given for ten years, so a developer who begins to receive the benefit in Fiscal 2018, will get the tax break until Fiscal 2028. Therefore, the cumulative fiscal impact of the savings will be realized over a 20-year period ending in Fiscal 2028. Additional savings of approximately $19 million NPV will result from elimination of the off-site affordable option in the new exclusion areas proposed in this bill and a minimal impact of the AV cap on developments outside the exclusion areas.  Three unit buildings will no longer qualify for the benefit, saving another $27 million NPV.  

The 421-a analysis of tax expenditures and projected savings is based on a 10-year cohort of new housing production.  The forecast of citywide total housing unit starts in Fiscal 2009 through 2018 is from the Department of City Planning and Moody’s Economy.com.  The number of starts per year is forecast at 12,302 in Fiscal 2009-11, dropping significantly to 4,418 per year from Fiscal 2012 through 2018, for a total of 67,832 starts.  The distribution of future housing starts is assumed to follow the pattern of the most recent actual data on housing starts from Fiscal 2004-06. The new 421-a unit starts is derived by applying the average 421-a participation rate of 35 percent in Fiscal 2004-06, calculated by geographic region and building type, to the citywide global starts forecast.  The new 421-a unit starts are forecast at 4,283 per year in Fiscal 09-11 and 1,538 annually in Fiscal 2012-18, for a total of 23,615 unit starts.  Participation in the 421-a program is assumed to be the same as the average participation rates by geographic region and building type in Fiscal 2004-06.  The Net Present Value calculation uses a 6.5 percent discount rate. 

   

	Impact on Expenditures:  There will be a minimal impact on expenditures.  



	Source of Funds To Cover Estimated Costs:
  Not applicable.



	Source of Information:
NY City Office of Management and Budget

                                                NY City Department of Housing Preservation and Development

                                                NY City Council Finance Division 

                                                

	Estimate Prepared By:     Nadine Felton, Assistant Director, Revenue

                                                David Pechefsky, Assistant Director, Housing and Economic Development

                                                NY City Council Finance Division

	History:
Submitted to the Council as Intro 426 on December 6, 2006
          

   To be considered by the Housing and Buildings Committee as Intro 426-A on 

December 19, 2006

	Date Submitted to Council:  December 6, 2006
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