June 21, 2017
TO:

Hon. Julissa Ferreras-Copeland 



Chair, Finance Committee

Members of the Finance Committee

FROM:
Eric Bernstein, Counsel, Finance Division

RE:
Finance Committee Agenda of June 21, 2017 - Resolution approving tax exemptions for three Land Use items (Council Districts 3, 5, 10 and 35)
Item 1: FH Homes
FH Homes (the “Project”) is comprised of two United States Department of Housing and Urban Development (“HUD”) Section 202 housing projects for low-income seniors that received partial 422 tax exemptions in 1981 and 1987, and currently make shelter rent payments.  The exemptions expire upon on the repayment or refinancing of the project’s current HUD mortgage. The Project is now planning to repay its original mortgages and obtain one new HUD-insured mortgage. By combining the two projects under one new mortgagor entity and one HUD-insured FHA Section 223(f) loan, rental assistance from both projects will minimize total transaction costs related to the loan, maximize loan proceeds available to each project, create operational efficiencies going forward, and fund other financial obligations. 

Fountain, Inc., the original sponsor of both projects, will remain the sponsor of the acquiring entity, FH Homes Housing Development Fund Corporation. The Project will also be subject to a 35-year Regulatory Agreement with the Department of Housing Preservation and Development (HPD) restricting all of the dwelling units to households at or below 80% Area Median Income (“AMI”), and will require the project to comply with the obligations of the Article XI Council Resolution.  

The Project will make annual real property tax payments in the amount of fourteen percent (14%) of Gross Revenue, with a base-year payment estimated at $132,268.
Summary:

· Borough – Manhattan
· Block 1057, Lot 13; Block 2129, Lot 46
· Council District – 3 and 10
· Council Member – Johnson and Rodriguez
· Council Member approval – Yes

· Number of buildings – 2
· Number of units – 41, including two superintendents’ units
· Type of Exemption-Article XI Tax Exemption, Partial, 35-year term

· Population – low income rental households
· Sponsor – Fountain House, Inc.
· Purpose – Preservation
· Cost to the City –
· NPV of Exemption Benefits: $4.67M ($113,871/unit)

· Housing Code Violations-
· Class A: 0

· Class B: 1

· Class C: 0
· Anticipated AMI targets: 80% (of which 30% of the units are further restricted at 50%)
Item 2: Tri-Block
This property (the “Exemption Area”) consists of six multiple dwellings known as Tri-Block (the “project”) that provide 97 units of rental housing for low-income persons and families. The project is owned by Tri-Block Associates, L.P. (“Company”), a redevelopment company formed pursuant to Article V of the Private Housing Finance Law (“PHFL”).

The Board of Estimate approved a resolution on April 29, 1982 (Cal. No. 90) providing for a tax exemption for the Exemption Area pursuant to PHFL Section 125(1)(a) (“Original Exemption”).  The Original Exemption, which will expire on January 30, 2024, requires an annual real property tax payment equal to $30,264 (10% of the annual shelter rent tax), plus an additional amount equal to 25% of the amount by which the rent is increased by the United States Department of Housing and Urban Development (HUD) pursuant to a Housing Assistance Payments (HAP) contract.  The HAP contract provides project based Section 8 rental subsidy for all of the units.

In order to refinance, the Company is requesting an extension of the exemption for 40 years.  The owner will enter into a 20-year restrictive agreement requiring that it remain an Article V.
Summary:

· Borough – Brooklyn
· Block 2096, Lot 6; Block 2097, Lots 7 and 15 
· Council District – 35
· Council Member – Cumbo
· Council Member approval – Yes

· Number of buildings – 6
· Number of units – 97, including one superintendent’s unit
· Type of Exemption-Article V Tax Exemption, Partial, 40-year term

· Population – low income rental households

· Sponsor – Tri-Block Associates, L.P. 
· Purpose – Preservation
· Cost to the City –

· NPV of Exemption Benefits: $2.17M ($22,676/unit)

· Housing Code Violations-
· Class A: 0

· Class B: 3

· Class C: 2
· Anticipated AMI targets: 50%
Item 3: 321 East 60th Street
321 East 60th Street (the “Project”) is an Inclusionary Housing project owned by ADHP Housing Development Fund Company, Inc. and 321 East 60th Street LLC (collectively, “Owner”). The Owner acquired title to the Project on June 30, 2015 and entered into an Inclusionary Housing Regulatory Agreement (the “Regulatory Agreement”), dated June 30, 2015 with the City of New York Department of Housing Preservation and Development (“HPD”). Under the terms of the Regulatory Agreement, all of the Project’s 20 revenue-generating units are reserved for households making no more than 80 percent (80%) of the area median income (AMI). There is also one superintendent’s unit. 

Under a new partial Article XI tax exemption for a period of 40 years, the Project will make an annual real property tax payment in the amount equal to twenty percent (20%) of total rents received, including any federal subsidy (including, but not limited to, Section 8, rent supplements, and rental assistance), less the cost of providing to such occupants electricity, gas, heat and other utilities.
Summary:

· Borough – Manhattan
· Block 1435, Lot 15
· Council District – 5
· Council Member – Kallos
· Council Member approval – Yes

· Number of buildings – 1
· Number of units – 21, including one superintendent’s unit 
· Type of Exemption-Article XI Tax Exemption, Partial, 40-years
· Population – low income rental households

· Sponsor – NYC Partnership Housing Development Fund Company, Inc.
· Purpose – New construction
· Cost to the City –

· NPV of Exemption Benefits: $1.33M ($63,359/unit)
· Housing Code Violations-N/A

· Anticipated AMI targets: 80%
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