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RES NO. 74: 

By Council Members Sears, Addabbo, Clarke, Felder, Koppell, Monserrate, Nelson, Stewart, Jackson, Quinn, Brewer, Gentile and Weprin

TITLE:

Calling upon the appropriate committee of the City Council to conduct hearings on the inequity of the disparate treatment under the State Real Property Tax Law between residences which are one-, two- or three-family homes and therefore given the preferential property tax treatment afforded to class one properties, and those which are residences owned in the cooperative or condominium form and are afforded less favorable treatment 


Today the Committee on Finance will hold a hearing on Res. No. 74, which calls for hearings on the inequity in property tax treatment between one, two and three-family homes, and homes owned in the cooperative or condominium form of ownership.   

PROERTY TAX ASSESSMENT OF CLASS ONE AND COOPS/CONDOS

The assessment and levy of the real estate tax is a complicated process controlled by State Law, although the setting of the actual tax rates is left to the control of the Council.  State Real Property Tax Law provides that all real property in the City be divided into four classes:  Class one which includes one, two and three family homes; class two which includes other residential property not included in class one (apartment buildings and coops and condominiums with four units or more); class three which includes utility property; and class four which includes all other property (including commercial property). 

Real property in the City is assessed at less than market value, although how much less is dependent upon the class to which a piece of property belongs.    For example, in fiscal year 2004, the target assessment ratio for class one properties was 8% of market value, while the target assessment ratios of the other three classes of properties were 45% of market value.  The basis on which the various classes of property are assessed also differs.  Market values of class one properties are based on comparable sales prices of similar properties, and State Law limits the amount their assessed values can increase due to growth in market values to six percent annually and 20 percent over any five-year period (RPTL § 1805(1)).  In the case of class two and class four properties, market value is based on the income capitalization method, taking into account rental income and expenses.  For class two coops and condos, State law requires that they be assessed as if the property were not owned by a condominium or cooperative – i.e. as if the property were a comparable rental property (RPTL §581(a)(1)).  Unlike class one properties, in the case of residential property in class two in buildings of eleven or more units -- including coops and condos – and commercial properties, all increases in assessments are phased in over a five-year period (RPTL §1805(3)).  State Law limits the amount of increase in assessed value due to growth in market value for residential class two properties in buildings of fewer than eleven units to eight percent annually and 30 percent over any five-year period (RPTL§1805(2)).

CURRENT PARTIAL ABATEMENT FOR COOPS AND CONDOS


In 1996, the State Legislature adopted RPTL §467-a, granting a partial tax abatement for coops and condos in the City.   The purpose of this abatement, according to the Memorandum in Support, was to “partially relieve the substantial tax inequity between owner occupied cooperatives and condos in class two and one-, two- and three-family homes in class one.”   According to the Memorandum In Support, a 1993 Study revealed that at that time, the average effective tax rate of cooperative and condominium apartment owners was three times that of class one homeowners. The State Legislature referred to the abatement as the “first step” in addressing the inequity.


RPTL §467-a provided that cooperative and condominium apartment owners in the City who are not sponsors and who own no more than three units in any one cooperative or condominium building, would be entitled to receive a partial property tax abatement upon application by the coop or condo Board to the Department of Finance.  The State Law provided for an initial abatement in Fiscal 1997 of four percent for coop and condo units in buildings where the average assessed valuation of units was less than or equal to $15,000, increasing to 25% in Fiscal 1999.  For coop and condo units in buildings where the average assessed valuation of the units was greater than $15,000, the initial abatement in Fiscal 1997 was 2 ¾ percent increasing to 17 ½ percent in Fiscal 1999.  In 1999 and 2001, the abatement was renewed at the maximum levels set forth in the original law.  Thus, currently, a coop or condo in a building where the average assessed valuation of units is $15,000 or less receives an abatement of 25% of the property taxes paid by that unit and a coop or condo in a building where the average assessed valuation of units is more than $15,000 receives an abatement of 17.5%.


Finally, Section three of the original 1996 law provided that, [t]he City of New York shall present a plan to the legislature, no later than December 31, 1996, containing recommendations to address the disparity in real property taxation between residential real property in class one and residential real property in class two held in the cooperative or condominium form of ownership.”  In 1999, this provision of the original legislation was amended to give the City until December 31, 1999 to submit these recommendations.  Extensions of the current abatement enacted subsequent to 1999 eliminated this requirement for the submission of a plan to achieve equity between class one homes and cooperatives and condiminiums.


On September 14, 2000, the City’s Finance Commissioner submitted a letter to the Assembly Speaker and Senate Majority Leader pursuant to the RPTL §467-a requirement for a plan to address the continuing disparity.  The “plan and recommendation” contained in that letter was “to continue the current real property tax abatement program for cooperatives and condominiums.”  The letter went on to state that the City’s Department of Finance believed that even with the abatement, there continued to be a disparity between class one and class two coops and condos.  However, it estimated that additional tax benefits to eliminate the disparity would cost an additional $180 million, an amount which the Administration was unwilling to forego, or seek elsewhere. 

ASSEMBLY BILL 9610-A – EXTENSION OF CURRENT ABATEMENT


Earlier this month, Assemblyman Grannis introduced legislation in the State Assembly (A 9610-A) to extend the current real property tax abatement at the current levels for cooperatives and condominiums for four years, through Fiscal 2008.  The original legislation has been amended to revive the requirement that the City submit to the Legislature, no later than July 1, 2005, a plan containing recommendations “to address the disparity in real property taxation” between class one residential properties and class two cooperative and condominiums.

RES. NO. 74     


Res. No. 74 calls for today’s hearing on the inequity of the different treatment the RPTL affords residences which are one-, two- or three-family homes and therefore given the preferential property tax treatment afforded to class one properties, and those which are residences owned in the cooperative or condominium form and are afforded less favorable treatment.  The Resolution refers to the current partial property tax abatement and the City Department of Finance’s “recommendation” both of which indicate that the inequities have only been partially addressed by the current partial abatement found in RPTL 467-a.  Finally, the Resolution calls for additional steps to be taken to further ameliorate the inequities between the taxation of class one homes and homes owned in the cooperative or condominium form of ownership. 
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