                December 19, 2017
TO:

Hon. Julissa Ferreras-Copeland 



Chair, Finance Committee

Members of the Finance Committee

FROM:
Eric Bernstein, Counsel, Finance Division


Rebecca Chasan, Counsel, Finance Division
RE:
Finance Committee Agenda of December 19, 2017 - Resolution approving a tax exemption for one Land Use item (Council District 17)
Item 1: Banana Kelly
Banana Kelly (the “project”) is a group of three (3) adjacent and connected buildings in the Foxhurst neighborhood of the South Bronx. The buildings are located at 936 Kelly Street, 940 Kelly Street, and 944 Kelly Street. The project currently contains twenty-one (21) rental units, including one (1) studio, six (6) one-bedrooms, three (3) two-bedrooms, and eleven (11) three-bedrooms (inclusive of one superintendent’s unit). The buildings have separate addresses and tax lots, but share a boiler. There is one commercial office space in the project.

The project is owned by Banana Kelly Housing Development Fund Corporation (HDFC), a corporation formed under the Not-For-Profit Corporation Law and Article XI of the Private Housing Finance Law. The buildings are property-managed by H.S.C. Corporation, a firm recommended by the Department of Housing Preservation and Development (HPD)’s Asset Management division.

The goals of the project are to finance the moderate rehabilitation and the energy and water efficiency needs of these properties; assist the HDFC in converting to a limited equity cooperative; formalize affordability restrictions through a regulatory agreement; and provide a new Article XI exemption with a retroactive date back to July 1, 2013 to cover the accrued tax arrears from 2002-2004. The project currently does not receive an exemption from real property taxes. The retroactive Article XI exemption will not only resolve the accrued tax arrears, but will also allow the project to maintain affordable maintenance fees/rents by preventing the need for the HDFC to raise maintenance fees/rents to cover debt service. 

As part of the current project, HPD is working with the HDFC and their attorney to complete the coop conversion process. The coop conversion will take place after the construction loan closing. At the coop conversion, the properties will be conveyed from the current not-for-profit corporation to a newly-formed business corporation.
Summary:

· Borough: Bronx
· Block 2711, Lots 13, 14 and 16
· Council District-17
· Council Member-Salamanca
· Council Member approval-Yes
· Number of buildings: 3
· Number of units: 21, plus one office space
· Type of exemption: Article XI tax exemption, Full, 40 years
· Population: Cooperative housing for low-income households (currently the building is operated as a rental)
· Sponsor-Banana Kelly HDFC 
· Cost to the city: $1.1M 
· Housing code violations: N/A
· Anticipated AMI targets: 
· Initial maintenance fees: 35% AMI
· Vacant units: Priced to households earning up to 110% AMI
· Incomes: capped at 120% AMI
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