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ADMINISTRATIVE CODE:


Amends subparagraph (i) of paragraph 5 of subdivision i of section 11-243.

TITLE:





In relation to tax benefits for conversions of property to residential use.

BACKGROUND AND ANALYSIS:

The receipt of J-51 tax benefits often provides an incentive for owners and developers to upgrade and modernize existing building stock.  This bill would remove the restriction on the granting of J-51 tax benefits for buildings that are granted a zoning variance from the Board of Standards and Appeals for conversion to residential use.  This restriction was imposed citywide pursuant to Local Law 56 for the Year 1983.  In New York County, the restriction was first imposed pursuant to Local Law 38 for the Year 1981.  During a time when there is presently a housing stock shortage, this measure could stimulate the redevelopment of buildings that have been dormant for years and that could be developed for residential purposes.

The J-51 tax benefit program is authorized pursuant to Section 489 of the Real Property Tax Law.  The program has been one of the most significant mechanisms to encourage the rehabilitation and upgrading of the housing stock in New York City.  J-51 benefits can result in the exemption of taxes, the abatement of taxes, or both.  The program was last restructured in 1993 under Local Law 49, at which time one of the major changes was to increase the assessed value limitation imposed on multiple dwellings, for other than condominiums or cooperatives, from $30,000 to $40,000 which increased the number of buildings eligible for abatements.

The J-51 benefit received depends on the level of government involvement in the rehabilitation, the location of the property, as well as the extent and nature of the improvement. Examples of improvements to multiple dwellings that are eligible under J-51 include the installation and/or replacement of heating, plumbing or roofing systems, wiring, windows, elevators and other renovations that qualify as Major Capital Improvements (a/k/a MCI’s).  According to the Department of Finance, in Fiscal Year 2001, the J-51 program is providing 7,585 exemptions and 51,025 abatements to 661,044 apartments.  The total exempt value of these properties is $560.7 million.

In brief, the J-51 program can result in the following tax benefits:

-
Alterations certified by the Department of Housing Preservation and Development (HPD) receive a 14 to 34 year exemption from taxes on the increased valuation resulting from the improvement.

-
The rehabilitation of former City-owned buildings with substantial government assistance may receive a 34-year exemption and an abatement of up to 150 percent of the reasonable construction costs as determined by HPD.

· Projects in Neighborhood Preservation Areas and certain government assisted projects receive enriched benefits which include a 34-year tax exemption on the increased assessed value and an abatement that may equal the cost of the renovation, applied at a rate of 12.5 percent annually.

· Properties with Major Capital Improvements may receive an exemption for 14 years and an abatement for up to 90 percent of the reasonable cost of the rehabilitation, applied at a rate of 8 1/3 percent per year.  Although, in certain areas of Manhattan south of 96th street, the abatement is on the building assessment only, up to a value of $2,500 per unit, and not on the land.

· Moderate rehabilitation projects when at least one major building-wide system is significantly improved may receive a 34-year tax exemption and an abatement of up to 100 percent of the reasonable cost, as long as the property is substantially occupied during the rehabilitation.

· In any case, a J-51 abatement may only be applied to property taxes for a maximum of 20 years.

The program requires that rental units with J-51 tax relief are subject to rent regulation during the benefit period.  Furthermore, cooperatives and condominiums where the average assessed valuation exceeds $40,000/dwelling unit are exempt from receiving tax abatements, except for work completed within 3 years of the establishment of the cooperative or condominium.  In addition, renovations in cooperatives or condominiums performed three or more years after the initial conversion, are capped at $2500 per unit under the J-51 program.


In 1998, the State extended the authority of localities to amend or adopt local laws from June 1, 1999 to June 1, 2003 under Chapter 246 and provided that all conversions, alterations and improvements must be completed prior to December 31, 2003 to qualify for benefits under this program.  Therefore, Local Law 72 of 1999 was promulgated to amend the Administrative Code to these provisions.

The Committee is expecting to hear testimony from representatives of the City Planning Commission, the real estate industry and other members of the with regards to this matter.

Technical Amendments

The language in section one of the bill contained in the first line of subparagraph (i) of paragraph 5 of subdivision i of section 11-243 has been corrected to refer to any district in the “county” of New York as opposed to any district in the “country” of New York.
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