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Fiscal Impact Statement
Intro. No: 202


Committee:
Housing and Buildings 



	Title: A Local Law to amend the administrative code of the city of New York, in relation to area eligibility limitations on benefits pursuant to section four hundred twenty-one-a of the real property tax law.


	Sponsors:
Council Members Dilan and McMahon 

                        (by request of the Mayor)

 

	Summary of Legislation: Section 1 of this legislation amends section 11-245 of the administrative code of the city of New York to expand the geographic boundaries of the Manhattan Exclusion zone (the “Zone”) to include all of the Special West Chelsea District. Developments seeking 421-a benefits within the Zone, which currently encompasses most of the area south of 96th to 14th Street on the east side and to Houston Street on the west side, must either provide 20 percent affordable housing on-site, be built with substantial government assistance, or participate in HPD’s 421-a Affordable Housing Program (the “421-a Program”). Under the 421-a Program, developers of affordable housing throughout the City may be issued negotiable certificates by HPD which are sold to developers of market rate housing within the Zone generating equity for the affordable housing development and qualifying the market rate housing for 421-a benefits.

Section 2 of this legislation clarifies that the last expansion of the Zone accomplished by Local Law 22 of 2005, to include Hudson Yards Special District and other areas, only applies to construction commenced on or after the effective date of such law (March 7, 2006) and prior to December 31, 2007. 

Section 3 provides that amendments to the Zone pursuant to this legislation shall apply to construction commenced on or after the 1-year lag required by State law and prior to December 31, 2007.

Section 4 contains the enactment clause.



	Effective Date: One year from the date enactment, except that section 2 shall take effect immediately. 



	Fiscal Year In Which Full Fiscal Impact Anticipated: Fiscal 2008.



	Fiscal Impact Statement:
Effective FY07

FY Succeeding

Effective FY08

Full Fiscal

Impact FY08

Revenues 

$0

$0

$0

Expenditures 

$0

$0

$0

Net

$0

$0

$0



	Impact on Revenues:  Currently, a significant portion of Special West Chelsea District (the “District”) is not in the Zone, and therefore, residential development in that area is entitled to 421-a benefits without a low income component. If the legislation is not enacted, developers could obtain 421-a benefits without meeting affordability requirements. However, linking 421-a benefits to affordability programs as stipulated in Int. No. 202 will most likely not reduce the number of developments obtaining 421-a benefits in the District area (see below). 

Earlier this year, the Council enacted Local Law 22 of 2005. This legislation, similar to the Int. No. 202, expanded the Zone to include the Hudson Yards area. In addition, this legislation was combined with rezoning provisions (done separately) that allowed for the combination of zoning bonuses and financial incentives. At the time, the enactment of this Local Law was expected to enhance the attractiveness of 80/20 (80 percent market rate units and 20 percent affordable units) rental developments to developers.  

Based on data used to determine the fiscal impact of Local Law 22 of 2005, we are projecting that the majority of residential development that will continue to take place, including those in the expanded Zone, will utilize the 80/20 model and qualify for 421-a benefits.  In addition, at the time of passage of Local Law 22 of 2005, HPD anticipated that developers who do not use the 80/20 model were likely to participate in the Affordable Housing Production program to qualify for 421-a benefits.  Again, based on this data, if this legislation is passed and 100 percent market rate developments go forward that would have otherwise received 421-a benefits but now will not because they still choose not to provide affordable housing either on or off-site, then the City could realize additional revenue that it would have foregone.  However, based on projections in the FIS accompanying Local Law 22 of 2005, we are again assuming that there is a high level of uncertainty regarding this scenario and therefore no such projection is made in this FIS.



	Impact on Expenditures:  None



	Source of Funds To Cover Estimated Costs:
  Not applicable



	Source of Information:
New York City Council Finance Division 

                                                New York City Department of Housing Preservation and Development    

                                                

	Estimate Prepared By:     Anne Brown, Counsel, Finance Division  

                                                Nadine Felton, Assistant Director, Revenue, Finance Division



	History:     Int. No. 202 was introduced and referred to the Committee on Housing and Buildings on March 22, 2006. Int. No. 202 will be considered by the Committee on April 26, 2006.

	Date Submitted to Council: March 22, 2006. 

	


