September 12, 2018
TO:

Hon. Daniel Dromm


Chair, Finance Committee

Members of the Finance Committee

FROM:
Rebecca Chasan, Counsel, Finance Division

RE:
Finance Committee Agenda of September 12, 2018- Resolution approving a tax exemption for three Land Use items (Council Districts 7 and 40)
Item 1: 501 West 143rd Street 
501 West 143rd Street consists of one building with 37 units of co-operative housing. 501 West 143 Street Housing Development Fund Corporation (“HDFC”), the owner and operator, acquired the property in 1990 and obtained a partial Article XI property tax exemption from the Board of Estimate that is scheduled to expire in 2029. Over time, due to a variety of factors, the building fell into disrepair and accumulated thousands of dollars in property tax debt and over one million dollars in water debt. However, the HDFC has now elected a new board of directors, hired a new management company, and entered into a payment plan with the Department of Environmental Protection (“DEP”) to pay off its outstanding water debt. In December 2017, the board increased the rent and maintenance fees in order to help meet the financial obligations of the building and maintain solvency and, over the last year, the board has worked diligently to resolve the repair issues for current tenants and shareholders. 

HPD is requesting that the existing Article XI property tax exemption be terminated and that the Council approve a new full, 40-year Article XI property tax exemption that will be retroactive to April 1, 2011. HPD and the HDFC will enter into a regulatory agreement ensuring that the units will be sold only to households earning up to 120% of the Area Median Income (“AMI”). 
Summary:

· Borough-Manhattan
· Block 2075, Lot 26
· Council District-7
· Council Member-Levine
· Council Member approval-Yes

· Number of buildings-1
· Number of units-37
· Type of exemption-Article XI, Full, 40 years (beginning April 1, 2011)
· Population-affordable co-op housing
· Sponsor- 501 West 143 Street HDFC
· Purpose-preservation

· Cost to the City-$4.2M
· Housing Code Violations-
· Class A – 57
· Class B – 264
· Class C – 39 
· Anticipated AMI targets-120% AMI
Item 2: Morningside Apartments
Morningside Apartments consists of one building with 49 units of rental housing. Currently, it is a privately-owned building with an existing Housing Assistance Payments (HAP) contract. Under the proposed project, Morningside HDFC will acquire the property and 107 West 109 Owner LLC will be the beneficial owner and will operate the property. The HDFC and the LLC will finance the acquisition and rehabilitation of the property with a loan from a private lending institution and investor equity. Eligible tenants will receive Section 8 rental assistance. 
HPD is requesting that the Council approve a partial, 40-year Article XI property tax exemption. HPD, the HDFC, and the LLC will enter into a regulatory agreement ensuring that the units will be rented only to households earning up to 50% of AMI. 
Summary:

· Borough-Manhattan
· Block 1864, Lot 23
· Council District-7
· Council Member-Levine
· Council Member approval-Yes

· Number of buildings-1

· Number of units-49
· Type of exemption-Article XI, partial, 40 years

· Population-affordable rental housing
· Sponsor-Camber Property Group, Morningside HDFC
· Purpose-preservation
· Cost to the City-$1.5M
· Housing Code Violations-
· Class A – 4
· Class B – 6
· Anticipated AMI targets-50% AMI
Item 3: 9 Argyle Road
9 Argyle Road consists of one building with 12 units of co-operative housing, nine of which are currently vacant. The building is owned by the 9 Argyle Road HDFC which acquired the property from the City in 1985 and the board is made up of the remaining three shareholders. At the time of conveyance, the building entered the DAMP Sweat Equity Program and HPD issued a 30-year mortgage for rehabilitation work. In 1986, CitiBank issued a 20-year mortgage for additional rehabilitation work needed. The CitiBank mortgage was satisfied on September 18, 2006. The HPD mortgage matured in 2015, which as a part of this project will be extended to a new 30-year term. In connection with the rehabilitation work, the building obtained a J-51 property tax abatement which expired in 2005. Tax arrears began to accumulate on October 1, 2009 and resulted in the a large number of vacancies because loan providers were unwilling to provide home mortgages to potential shareholders. 

Under the current project, the property will undergo a moderate rehabilitation and energy and water efficiency needs of the property. In addition, to address the financial health of the building, a monitor will be hired, a new property management company will be hired, and the proceeds from the sale of the vacant units will go towards establishing a reserve and paying down debt.

HPD is requesting that the Council approve a full, 40-year Article XI property tax exemption. HPD and the HDFC will enter into a regulatory agreement ensuring that the units will be rented only to households earning up to 120% of AMI.
Summary:

· Borough-Brooklyn
· Block 5074, Lot 60
· Council District-40
· Council Member-Eugene
· Council Member approval-Yes

· Number of buildings-1

· Number of units-12
· Type of exemption-Article XI, full, 40 years (beginning October 1, 2009)
· Population-affordable co-op housing

· Sponsor-9 Argyle Road HDFC
· Purpose-preservation
· Cost to the City-$1.1M
· Housing Code Violations (all violations have been cured through the Alternative Enforcement Program, and HPD is in the process of removing them from the record)-
· Class A – 29
· Class B – 106
· Class C – 8 
· Anticipated AMI targets- 120% AMI
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