December 5, 2000

TO:

Hon. Herbert E. Berman

         
Chair, Finance Committee

Members of the Finance Committee

FROM:
David Pechefsky

Chima Obichere

Finance Division

SUBJECT:
Resolution approving a Preconsidered LU. The Department of Housing Preservation and Development requests that the Council grant a partial exemption from real property taxes for certain properties.

SUMMARY 

OF

ACTIONS:
Pursuant to Section 577 of the Private Housing Finance Law, the Department of Housing Preservation and Development (HPD) requests a partial property tax exemption for property that will provide low-income senior housing for City residents. HPD requests a partial exemption for this property from real property taxes for thirty years, subject to the conditions of a regulatory agreement described in the attached communication from HPD.  

The property under consideration, 55 Pierrepont Street in Brooklyn, contains 189 units of housing for low-income elderly.  The federal Section 8 program provides rent subsidies for all these units.  In the event that the Section 8 subsidies expire, the property will receive a full property tax exemption if it maintains the property as low-income housing as per the terms of the regulatory agreement. 

CITYHOME PROGRAM

PROGRAM



SUMMARY:
Under the CityHomes Program, vacant, city-owned, one to four family buildings are rehabilitated for sale to moderate and middle income purchasers.  The NY/Enterprise CityHome Housing Development Fund Corporation will purchase the buildings from the City for a nominal fee, rehabilitate and manage the buildings during construction, and sell the completed units as homes, condominiums or limited equity cooperatives to purchasers in eligible income brackets (families of four earning up to 165% of area median income, or $70,950).  HPD and private lenders will provide construction loans and permanent financing to be repaid through the mortgage and resale profits.  

EXEMPTION

DESCRIPTION:
Pursuant to Section 696 of the General Municipal Law, a partial exemption from real property taxes is granted for twenty years.  A full exemption is allowed for the first ten years, and phased out in equal decrements over the following ten years.  Full taxes will be paid upon completion of the 20 year term.

TENANT INTERIM LEASE (TIL)

PROGRAM

SUMMARY:

HPD initiated TIL to encourage private ownership and management of low income housing properties and to divest the City of its in-rem stock.  The City rehabilitates occupied in-rem buildings and sells them for a nominal fee of $250 per dwelling unit to Housing Development Fund Companies (HDFC) organized pursuant to Article XI of State Private Housing Finance Law (PHFL).  In TIL, they are managed by tenant HDFC's as low income housing cooperatives.  Tenants are subject to income restrictions pursuant to Section 576 of the PHFL.  Monthly rent for such apartments is typically $80-$90 per zoning room but does not exceed 30% of a tenant's annual income. 

EXEMPTION

DESCRIPTION:
An exemption from property taxes will be allowed for that portion of the assessed value of the property which exceeds the ceiling amount determined by HPD.  The ceiling is increased annually by an amount not to exceed 6%, and cannot increase by more than 20% over 5 years.  Full taxes are paid up to the ceiling amount and a total exemption is allowed on that portion of the assessed value which exceeds this amount.  This ceiling level was calculated so property tax payments would be approximately 10% of a buildings' entire budget. This level would reflect other property tax exemptions made available through Federal Section 202 and Mitchell-Lama programs. 

The assessed value base amount for ceiling calculations was established at $3,500 per residential unit in 1989-90. The Fiscal 2000 maximum ceiling amount has increased to $5,040, which represents property tax payments of approximately $542 for each dwelling unit.

Exemptions under this program are effective until July 1, 2029 and resale restrictions are placed on all properties pursuant to Board of Estimate Resolution 78 of 1980 as amended by Resolution 56 of 1982.  

HUD SECTION 202 SUPPORTIVE HOUSING FOR THE ELDERLY
PROGRAM

SUMMARY:

The U.S. Department of Housing and Urban Development (HUD) Section 202 Supportive Housing Program for the Elderly program provides for new construction of rental units to house elderly persons of very low income.  Not-for-profit sponsors organized under Article XI of state Private Housing Finance Law are chosen by HUD, and purchase City or privately owned land for the project.  Construction and permanent financing of the project will be financed through a HUD capital advance and operations will be supported by a HUD rental assistance contract.  The City provides a subsidy through the tax exemption to ensure affordability to the targeted income population. 

EXEMPTION

DESCRIPTION:
Pursuant to Section 422 of the Real Property Tax Law, no taxes are paid on the land after conveyance during the term of construction (about 18 months) until the issuance of a temporary or permanent Certificate of Occupancy at which time the exemption and partial payment in lieu of taxes takes effect.

Upon issuance of the temporary or permanent Certificate of Occupancy, an exemption from property taxes will be granted for all of the value of the property in the project (except assessments for local improvements) for the period of the HUD mortgage, but no more than 40 years.

A payment in lieu of taxes of will be made to the City annually.  This amount represents 10% of annual shelter rents for the project, arrived at a by a formula established by HPD and HUD.  In addition, an amount equal to 25% of any annual increases in actual rents will be added, provided that such partial annual payment never exceeds 17% of contract rents or the amount that would otherwise be paid in the absence of any exemption.      
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