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By: Council Members Spigner, Eisland, Marshall,Malave-Dilan and Ognibene; also Council Member Harrison

ADMINISTRATIVE CODE:


Amends subdivisions a and c of section 11-245.

TITLE:





In relation to continuing area eligibility limitations on benefits pursuant to section 421-a of the real property tax law.


On September 10, 1999 this committee first heard the substance of this bill, which was then part of a larger bill, Int. No. 461.  Int. No. 461 contained two provisions: 1. extended the eligibility period for October 1, 2003 during which multiple dwellings built in the high density zones of Manhattan (floor area ratio (FAR) of 15 or greater) could receive 421-a benefits and 2. extended geographic eligibility limitations from July 1, 2000 until July 1, 2003.   Int. No. 461-A as passed by the Council contained only the first (FAR) provision.  This became Local Law 76 of 1999.  The second provision was introduced as Int. No. 667.

BACKGROUND AND INTENT:

421-a Program

In 1971, the State promulgated section 421-a of the New York State Real Property Tax Law (chapter 1207 of the Laws of 1971) granting an exemption from real property taxes to eligible newly constructed multiple dwellings, except hotels.  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.  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.  These exemptions are only for the new value created by the improvement.  The exemption starts at 100% and is phased down to zero.  State law imposes various restrictions on eligibility including limitations on projects south of 110th Street in Manhattan.

In 1984, the City promulgated Local Law 78, limiting the eligibility for 421-a benefits in certain geographic areas, referred to as the “exclusion zone.”  This area lies in Manhattan south of 96th Street and is described in detail in the bill.  Within this area projects could only receive 421-a benefits if the construction is carried out with substantial government assistance, or the Department of Housing Preservation and Development (HPD) imposes a requirement or certifies that 20% of the units located in the building that is receiving the tax benefit are affordable to low and moderate income households.

In 1989, the City promulgated Local Law 97 which continued the area eligibility limitations to July 1, 1994 and added a third option which would permit new multiple dwellings constructed in the “exclusion area” to qualify for the 10-year exemption.  In addition to options that allowed benefits within the “exclusion zone” for construction done with substantial government assistance or where 20% of the units to be benefited are affordable to low and moderate income households, a 10-year exemption became available in exchange for the creation or substantial rehabilitation of low and moderate housing which is located outside the geographic exclusion area.  The number of low and moderate income units must equal at least 20% of the number of units located in the building that will receive the 421-a tax benefits.  

Currently, within the “exclusion zone” new residential construction projects carried out with substantial government assistance, or where at least 20 percent of the units on site are reserved for low and/or moderate income tenants, may receive a 20 year exemption, the first 12 years at 100 percent followed by an eight-year period during which taxes are phased in 20 percent every two years.  If a project in the “exclusion zone” provides off-site  20 percent low and/or moderate income housing may receive a 10 year exemption, the first two years at 100 percent followed by an eight-year period during which taxes are phased in 20 percent every two years.  In addition projects that provide one in six apartments to homeless households can participate in the 421-a program.  Within the exclusion zone and for some of the enhanced benefits, there are also standards for the relative numbers of moderate to low income residential units, as well as requirements to participate in rent stabilization. 

Properties north of 110th Street in Manhattan and in the other four boroughs are granted a 15 year exemption.  If the project is located in a neighborhood preservation area, has substantial government assistance, is part of a lower income housing production program, or has at least 20 percent of the units reserved for low or moderate income tenants it is entitled to a full exemption for 21 years followed by a four year declining exemption.

In 1998, the State extended the 421-a tax benefits to construction completed no later than December 31, 2003.

 This bill would extend the area eligibility limitations from July 1, 2000 to July 1, 2003.

Under State law any new restrictions to the 421-a program that are enacted by the City are subject to a one year lag before they become effective.  

UPDATE

On Tuesday, April 18, 2000, the Committee adopted this legislation by a vote of nine in the affirmative, none in the negative and no abstentions.

Accordingly, the Committee recommends its adoption.

PAGE  
4

