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Finance Division

Larian Angelo, Director

Fiscal Impact Statement
Intro. No: 607-A


Committee:
Housing and Buildings



	Title: A Local Law to amend the administrative code of the city of New York, in relation to the exemption from taxes of certain multiple dwellings for certain lead based paint activities.


	Sponsors: By Council Members Martinez, Provenzano, The Speaker (Council Member Miller), Perkins, Clarke, Foster, Jennings, Quinn, Vann, Reyna, Reed, Stewart, Comrie, Katz, Arroyo, and Oddo



	Summary of Legislation: This legislation would provide for the receipt of J-51 tax benefits for the abatement of lead-based paint in an existing dwelling unit whether the unit was vacant or not and regardless of whether the dwelling unit was occupied by a child under seven or not.  The bill would also apply to work performed in common areas of existing buildings. The bill stipulates that HPD will establish a schedule of costs that will determine the level of J-51 benefits for lead abatement work in areas (“target areas”) identified by the Department of Health and Mental Hygiene as having high rates of children with lead poisoning.  For lead abatement work done outside of the target areas J-51 benefits will be based on a separate schedule. 



	Effective Date: Immediately upon enactment with the cost schedule developed by HPD being applicable to work commenced on or after August 2, 2004.



	Fiscal Year In Which Full Fiscal Impact Anticipated: Fiscal 2017



	Fiscal Impact Statement:
Effective FY06

(in millions)

FY Succeeding

Effective FY07

(in millions)

Full Fiscal

Impact FY17

(in millions)

Revenues 

($4.4)

($8.8)

($31.8)

Expenditures 

$0

$0

$0

Net

($4.4)

($8.8)

($31.8)



	Impact on Revenues:  The impact of this legislation on revenues is dependent on a number of factors including the universe of properties where there are lead hazards and the presence of lead, the participation rate of property owners applying for J-51 benefits, and the breakdown between buildings in target and non-target areas receiving benefits.  The average annual participation rate for the J-51 program overall has been approximately 4% for the last five years. Applying this percentage to the number of units with a lead hazard and likely to actually test positive for the presence of lead and assuming that fifty percent of participating units will be in the target area results in a tax expenditure of approximately $4.4 million annually.  If the participation rate and the target area/non-target area split remain constant the tax expenditure would increase by $4.4 million each year.  However, it is anticipated that after year five the participation rate will decline resulting in a tax expenditure of approximately $31.8 million in Fiscal 2017 with declining tax expenditure thereafter since under J-51 most abatements are fully utilized within 12 years.  This estimate does not adjust for any future changes to the reimbursement schedules established by HPD. It should be noted that using a different set of assumptions, the Mayor’s Office of Management and Budget arrived at an estimated tax expenditure attributable to this legislation ranging from $6.7 million to $20.1 million for the first year the bill is effective and growing to a high of $26.8 million to $80.4 million in the fourth year from the effective date.  



	Impact on Expenditures:  None



	Source of Funds To Cover Estimated Costs: Not applicable



	Source of Information:
City Council Finance Division

                                                Mayor’s Office of Management and Budget

                                                Department of Housing Preservation and Development

                                                Independent Budget Office

                                                New York City Rent Guidelines Board



	Estimate Prepared By:  David Pechefsky, Assistant Director       


	FIS History:  Considered by Committee on June 24, 2005


.     

	Date Submitted to Council:  March 23, 2005
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