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I. Introduction

On November 15, 2017, the Committee on Finance, chaired by Council Member Julissa Ferreras-Copeland, will hold hearing on a preconsidered introduction, sponsored by Council Members Ferreras-Copeland, Steven Matteo and Eric Ulrich, titled A Local Law to amend the administrative code of the city of New York, in relation to the eligible funds exemption for veterans. This is the first hearing on this legislation, which will be introduced in the full Council on November 16, 2017.
II. Background

a. Veterans in New York City
According to the New York City Department of Veterans’ Services, New York City is home to over 210,000 veterans and their families.
 Queens is home to the largest total number of veterans, followed by Brooklyn, Manhattan, the Bronx and Staten Island. However, Staten Island has the highest proportion of veterans within the five boroughs, with 42.6 veterans per 1,000 residents, followed by the Bronx and Queens (24.1 each), Manhattan (22.7) and Brooklyn (19.5).
  This population represents service eras from World War II to Iraq and Afghanistan. The Housing Assistance Council estimates that the home-ownership rate of veterans across New York State is 74.7%.
 This is less than the veteran homeownership rate nationally, which is 82 percent.
 However, it is considerably more than the national rate of 63 percent, and the overall New York City rate of 31 percent.
 Nearly one in ten (9.2%) homes in New York State is occupied by veterans.

b. The Eligible Funds Exemption
DOF currently administers two categories of property tax exemptions for veterans: the Eligible Funds Exemption, originally enacted in 1897
 and the more greatly utilized Alternative Veterans Exemption, enacted in 1984.
 A veteran may only receive one of these exemptions at a time, however, if a property is co-owned with another qualifying veteran, each individual exemption may be combined.
The Eligible Funds Exemption partially reduces the assessed value of a property purchased by a veteran with “eligible funds” received upon discharge from active duty service. Eligible funds include such payments as a veterans’ pension, bonus, or insurance, compensation paid to prisoners of war, and mustering out pay.
 While veterans may co-mingle eligible funds with other funds used to purchase their property, to obtain the exemption they must demonstrate to the assessor that eligible funds were used to purchase the subject real property.
 Since 2015, the maximum reduction in assessed value permitted by the exemption is $7,500.
 
Individuals who were eligible to receive the Eligible Funds Exemption included: (1) all persons who rendered military or naval services to the United States at any time; (2) certain individuals who served in World War II in the U.S. Merchant Marines; and (3) those individuals who served in a civilian capacity during World War II in either the American Field Service (overseas duty) or as a flight crew and aviation ground support employee of Pan American Airlines contract with the Air Transport Command.

Legal title of the property must be in the name of a qualified owner, including either the veteran or their spouse, the un-remarried surviving spouse of a veteran, the veteran’s dependent father or mother, or the veteran’s children under 21 years of age. If the qualifying veteran is deceased, the exemption may continue on the eligible property if the title remains in the name of one of the other qualifying owners.

c. The Exemption in New York City

Until 1984, the Eligible Funds Exemption was the only veterans’ exemption available in New York State. That year, the State Legislature enacted the Alternative Veterans Exemption, which New York City adopted in 1987. Upon the adoption of the Alternative Veterans Exemption, veterans were given the option of converting their exemption to the new exemption, or continuing to receive the Eligible Funds Exemption.
 Additionally, once it adopted the Alternative Veterans Exemption, the city was prohibited from granting any further Eligible Funds Exemptions.
 Pursuant to state law, the City did, however, extend the exemption to veterans who were owners of cooperative apartments in 1997.
 

According to DOF, approximately 3,272 veterans were grandfathered in and continue to receive the Eligible Funds Exemption as of Tax Year 2017/2018.
 DOF estimates that the average base benefit received through the Eligible Funds Exemption is $333 per recipient.

Unlike the Alternative Veterans Exemption, the Eligible Funds Exemption does not currently extend to the portion of property taxes paid for school purposes. In October 2017, New York State Governor Andrew Cuomo signed into law Senate Bill 1724, which authorized the Council to adopt a local law providing for such an extension.
 This would align the Eligible Funds Exemption with the Alternative Veterans Exemption (for which this extension was approved by the Council in June 2017).
 DOF estimates that extending the Eligible Funds Exemption to cover school taxation would result in an additional property tax savings of approximately $255 per recipient in FY 2018 (reflecting a half year of benefits).
 
III. Analysis of Preconsidered Int. 
Section one of the preconsidered introduction would amend the Administrative Code to add new section 11-245.46, titled “Exemption for veterans; taxes for school purposes exempted.” Section 11-245.46 establishes that, pursuant to Real Property Tax Law Section 458(3), the exemptions authorized under Section 458 of the Real Property Tax Law are applicable to taxes for school purposes.

Section 2 of the preconsidered introduction would establish that the local law takes effect January 1, 2018. 
Preconsidered Int. No.
 
By Council Members Ferreras-Copeland, Matteo and Ulrich
 
A Local Law to amend the administrative code of the city of New York, in relation to the eligible funds exemption for veterans
 
Be it enacted by the Council as follows:
 
Section 1. Part 1 of subchapter 2 of chapter 2 of title 11 of the administrative code of the city of New York is amended by adding a new section 11-245.46 to read as follows:
§ 11-245.46  Exemption for veterans; taxes for school purposes exempted. Pursuant to paragraph (3) of subdivision one of section four hundred fifty-eight of the real property tax law, the city hereby provides that the exemption authorized pursuant to such section shall be applicable to taxes for school purposes.
§2. This local law takes effect January 1, 2018.
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