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THE COUNCIL OF THE CITY OF NEW YORK

February 13, 2025
TO:		Hon. Justin Brannan Chair, Finance Committee
Members of the Finance Committee

FROM:	Brian Sarfo, Committee Counsel
		
RE:	Resolution approving a tax exemption for MBD Cluster 3 (Council District 14)

HPD provided the following information to the Council in relation to the request to approve a real property tax exemption for this project:

MBD Cluster 3

The proposed MBD Community Housing Corporation (“MBD”) Cluster conversion project (the “Project”) involves the rehabilitation of five (5) buildings totaling 173 units.  The five buildings consist of 173 units: 4 Studio units, 92 One-bedroom units, 57 Two-bedroom units and 17 Three-bedroom units, with three (3) One-bedroom superintendent units. The Project is part of the preservation and rehabilitation phase of the City’s DHS Cluster Conversion Initiative. There are also four (4) Community Facility Spaces (“CFS”) that will be used as MBD Social Service Offices. 

The Project includes gut renovations to five buildings (at the post-construction, the Project will be four buildings. Two Lots, 121 and 123 associated to 1805-1815 University Avenue will be merged into one and get a Certificate of Occupancy) with a scope of work for asbestos and lead remediation, extensive masonry and brick replacement/facade repairs, new structural steel, beams, columns and decking, joist replacement, stair replacement, new roofs and parapets. All work within units includes renovation and replacement of windows, kitchens, bathrooms, electrical wiring, and floors. Overall, the goal is to modernize the buildings, enhance energy efficiency, and ensure compliance with relevant building codes and standards. The Project will have electrified cooking, heating and hot water along with replacement of all electrical, plumbing and mechanical systems. The buildings will be updated to be in compliance with all building codes and feature ADA accommodations.

The Project was acquired by Neighborhood Renewal Housing Development Fund Corporation, as a subsidiary of Neighborhood Restore HDFC (“Neighborhood Renewal HDFC”), in June 2021, as part of the DHS Cluster Conversion Initiative, Phase 3 Acquisition. In this earlier transaction, the City financed the purchase of 15 “cluster sites” from a private owner which the Department of Homeless Services (“DHS”) contracted for use as shelters for families with children. 

The acquisition facilitated the conversion of these properties from shelter to 100% affordable housing. Prior to this acquisition, the buildings were used as shelters under private landlords and were in dire need of repair. Upon acquisition, Neighborhood Renewal HDFC entered into a 60-year HPD Regulatory Agreement and issued rent-stabilized leases for the existing residents. In addition, on-site “light touch” social services have been in place through a contract with HRA.  

At construction closing, Neighborhood Renewal HDFC, the interim owner, will transfer the title to MBD West Apartments Housing Development Fund Company Inc., who will be the long-term owner of the properties. MBD will close on construction financing with Merchants Capital as Senior Lender and HPD City Capital to fund the rehabilitation of the five buildings.

MBD is a not-for-profit organization founded in 1974 by a group of local leaders and activists with the goal of improving access to public services and affordable housing. Since its inception MBD has successfully sponsored, constructed, and renovated over 2,300 units of housing. In addition, MBD sponsored the construction of the New Horizons Retail Center, which has created over 200 full-time and part-time permanent jobs.

This Project has not been issued any tax-exemptions since the 2021 Acquisition. The current owner, Neighborhood Renewal HDFC, applied for a 420-a Tax Exemption however, the application has been under review in DOF since March 2024. Extending the Article XI exemption to June 2021 will lower closing costs and lower the amount of City Capital needed in order to complete this Project. 

Summary: 
· Borough – Bronx
· Block 2851, Lot 29, Block 2852, Lot 27, Block 2879, Lots 121 and 123 (Tentative Lot 123), and Block 3180, Lot 9 
· Council District – 14
· Council Member – Sanchez 
· Council Member approval –Yes
· Number of buildings – 5
· Number of units – 173 (includes 3 superintendent unit)
· Type of exemption – Article XI, full, 40 year *regulatory agreement term of 60 years
· Population – Rental
· Sponsors – Inception Investors
· Purpose – preservation
· Cost to the city –  $66.257 million (present value)
· Housing Code Violations 
· Class A – 352
· Class B – 1111
· Class C – 519
Anticipated AMI Rent Limit Targets:

Anticipated AMI Targets:  
1)	Homeless: ≤ 60% AMI 
2)	Occupied Non-Homeless Units: 60% AMI 
3)	Unoccupied Non-Homeless Units: 30%, 50%, 60% AMI (there is a 3% Marketing band shown in chart below)

Estimate of Initial Rents or Existing Rent: 
-	Homeless Units: 110% FMR (CityFHEPS)
-	Occupied, Non-Homeless Units: 40% AMI (Averaged Rent)
-	Unoccupied, Non-Homeless Units: 27%, 47%, 57% AMI
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