MEMORANDUM IN SUPPORT

TITLE:     A LOCAL LAW to amend the administrative code of the city of New York, in relation to exemption from taxation for alterations and improvements to multiple dwellings
SUMMARY OF PROVISIONS:
This bill would both extend and significantly reform the J-51 Program, the tax exemption and/or abatement program available for the rehabilitation and upgrading of New York City's housing stock. 
Section one of the bill would amend subdivision b of section 11-243 of the Administrative Code to retroactively extend the completion date for conversions, alterations, and improvements eligible for J-51 benefits from December 31, 2011 to June 30, 2015. It also reduces the completion period for eligible conversions, alterations and improvements from 36 months to 30 months after the start date.  
Section two would amend subdivision f of section 11-243 to provide that for most eligible work completed after December 31, 2011, J-51 applications must be made after completion and within 36 months from the commencement date instead of within 48 months from the commencement date.  
Section three would amend subdivision g of section 11-243 to expressly provide that eligible buildings must be certified by the department of housing preservation and development (“HPD”) as free of Housing Maintenance Code violations classified as hazardous or immediately hazardous. 
Section four would add new subdivisions i-1 and i-2 to section 11-243. New subdivision i-1 would provide that (a) most cooperatives and condominiums (excluding Mitchell-Lama limited-equity cooperatives and Article V redevelopment company cooperatives, for example) with an average assessed value of $30,000 or more per dwelling unit will only be eligible for J-51 benefits if the alterations or improvements were carried out with substantial governmental assistance, and (b) conversions of nonresidential to residential buildings will only be eligible if carried out with substantial governmental assistance.  For these purposes, substantial governmental assistance is defined as (a) grants, loans or subsidies from any federal, state or local agency or instrumentality in furtherance of a program for the development of affordable housing approved by HPD, including, without limitation, financing or insurance provided by the State of New York mortgage agency or the New York City residential mortgage insurance corporation; or (b) a written agreement between a housing development fund corporation and HPD limiting the income of persons entitled to purchase shares or rent housing accommodations therein. These limitations on benefits would only apply to work completed on or after December 31, 2011.  Likewise, for work completed on or after December 31, 2011, HPD would require applicants to pay two times the actual cost for any additional inspections needed because the work was not completed on the original inspection date. New subdivision i-1 would also expressly provide that revocation of J-51 benefits does not exempt any dwelling unit from continued compliance with the requirements of the local J-51 law or rules.  
Finally, a new subdivision i-2 would provide that J-51 applications must be filed electronically once HPD makes electronic filing available.

REASONS FOR SUPPORT:
The continuing shortage of affordable housing in the City of New York requires the extension of tax exemption programs that serve as an incentive to owners to maintain and upgrade existing multiple dwellings.  J-51 benefits apply to a variety of improvements including, but not limited to, the installation or replacement of heating systems, plumbing, wiring, elevators, windows and a range of other major capital improvements.  The program issues 14 or 34 year exemptions from taxes on any increase in assessed valuation resulting from those alterations certified by HPD and an abatement of property taxes equal to construction costs as determined by HPD.  

On January 30, 2013, Governor Cuomo signed into law Chapter 4 of the Laws of 2013.  Chapter 4 extended from June 1, 2011 to January 1, 2015 the deadline for local legislative action to provide tax incentives for the rehabilitation and upgrading of multiple dwellings.  It also authorized a local legislative body to extend the completion date until June 30, 2015 for projects that would be eligible for J-51 benefits.  

This bill implements Chapter 4 of the Laws of 2013 by extending the completion date for projects eligible to receive J-51 benefits from December 31, 2011 to June 30, 2015. It also implements Chapter 4 of the Laws of 2013 by restricting benefits for conversions and many homeownership projects in buildings or structures with an average assessed value of $30,000 or more per dwelling unit to work carried out with substantial governmental assistance. Market rate conversions and cooperative/condominium projects need not rely upon an incentive program such as J-51 in order to make necessary repairs. Market rate homeowners are already incentivized to maximize their return on equity. 

Consistent with Chapter 4 of the Laws of 2013, this bill reduces the completion period from 36 to 30 months for most projects.  The three year period is unnecessarily lengthy for the majority of J-51 projects and applicants still have the option of dividing complicated projects up into their component parts in order to meet the shortened completion deadline. In keeping with the State law-mandated reduction in the project completion deadline, this bill concomitantly provides for a reduction in the application filing deadline from 48 to 36 months after the work has been commenced.  

Chapter 4 further provided, as reflected in this bill, that HPD may require electronic filing of applications, and that the revocation of benefits does not exempt dwelling units from continued compliance with the J-51 law and rules, including, but not limited to, rent regulation.   Finally, Chapter 4 of 2013 authorized, and this bill provides for, the imposition of two times the inspection costs on applicants whose work was not completed at the time of the initial HPD inspection. This bill additionally makes clear that eligible projects must be clear of hazardous and immediately hazardous violations under the Housing Maintenance Code. 

The J-51 program has been primarily responsible for the rehabilitation and upgrading of New York City’s housing stock since 1955.  It is also an important tool in HPD's programs to upgrade and rehabilitate the City's housing stock and to enable owners to maintain rents affordable to low and moderate income households while repaying rehabilitation loans.

Accordingly, the Mayor urges the earliest possible favorable consideration of this legislation.

Respectfully submitted,









Patrick A. Wehle
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