February 1, 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 February 1, 2017 - Resolution approving a tax exemption for one Land Use item (Council District 3)
LU No. 543: Mutual Redevelopment (Penn South)
Mutual Redevelopment Houses, Inc. (“Penn South” or “Housing Company”) is a redevelopment company organized pursuant to Article V of the Private Housing Finance Law (“PHFL”) which owns and operates the 2,820-unit cooperative housing development commonly known as Penn South.  The Housing Company has an agreement with the City (dated July 1, 1987), which amended its original Redevelopment Agreement with the City (dated March 25, 1959), and which has been further amended to date by seven Amendatory Agreements. The agreement imposes income limits and sales price restrictions on Penn South. 

Penn South is taking out a $190 million new loan insured by the Federal Housing Administration of the United States Department of Housing and Urban Development (HUD) and is seeking to extend its affordability through the term of its new loan. Penn South pays the greater of shelter rent tax or $3,477,099 and is currently locked into its restrictions through 2030. HUD is requiring several conditions for providing the loan. As such, HPD is requesting that the Council approve an extension of the tax exemption until 2052. It is also requesting that the Council allow Penn South to retain all surcharges it collects from over- income shareholders, which would put Penn South in line with the Mitchell-Lama portfolio and its retention of surcharges.  With these changes, Penn South has agreed to remain an Article V for an additional twenty-two years until 2052.

Additionally, HPD is requesting that the Council amend its contract with Penn South to allow the housing company to impose an annual 1% increase in carrying charges through June 30, 2052 to cover inflationary increases in the ordinary cost of operations. These increases are not automatic but will enable the coop to impose them without having to go back to the Council. HUD will also require the discretionary authority to mandate from time to time and without any further City Council approvals, that Penn South increase its carrying charges if necessary for purposes of paying expenses.  
Summary:

· Council District – 3

· Council Member – Johnson

· Council Member approval – Yes

· Borough – Manhattan

· Block/Lot: Block 747, Lot 1; Block 748, Lot 1; Block 749, Lot 1; Block 749, Lot 24; Block 751, Lot 1; Block 752, Lot 1 

· Number of Buildings – 1

· Number of Units – 2,820

· Type of Exemption – Article V, partial, 22-year

· Population Served – Co-op

· Sponsor/Developer – Mutual Redevelopment Houses (Penn South)

· Purpose – preservation

· Cost to the City – $30M

· Housing Code Violations – 0 Class A, 0 Class B, and 0 Class C

· Income Limitation: 130% of AMI
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