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PROPOSED INT. NO. 282-A:


By:
Council Members Provenzano, Comrie, Diaz, Felder, Fidler, Nelson, Sears, Stewart and Weprin (by request of the Mayor).

ADMINISTRATIVE CODE:


Amends subdivision b of section 11-243 and paragraph 9 of such subdivision.

TITLE:






In relation to exemption from taxation of alterations and improvements to multiple dwellings.

BACKGROUND AND ANALYSIS:

The J-51 tax benefit program is authorized pursuant to Section 489 of the Real Property Tax Law.  The program has been one of the most significant mechanisms to encourage the rehabilitation and upgrading of the existing housing stock in New York City.  Moreover, the owner of a non-residential building who converts such building to residential use may also receive J-51 benefits.  J-51 benefits can result in tax exemptions, abatement benefits, or both.  The tax exemption benefit temporarily exempts property from the increase in the assessed value that would otherwise occur as a result of significant renovation work.  Whereas, the tax abatement reduces or eliminates existing real estate taxes, generally on both buildings and land,
 based on a percentage of the Certified Reasonable Cost (CRC) of the work that was performed.

The J-51 benefit received depends on the degree of government involvement in the rehabilitation, the location of the property, as well as the extent and nature of the improvement.  Examples of improvements to multiple dwellings that are eligible under J-51 include the installation and/or replacement of heating, plumbing or roofing systems, wiring, windows, elevators and other renovations that qualify as Major Capital Improvements (a/k/a MCI’s).  According to the Department of Finance, in Fiscal Year 2002, the J-51 program provided 7,112 exemptions and 63,503 abatements to 682,275 apartments.  The total tax expenditure for the J-51 program in Fiscal 2002 was $162.4 million.

In brief, the J-51 program can result in the following tax benefits:

-
Alterations certified by the Department of Housing Preservation and Development (HPD) receive a 14- to 34-year exemption from taxes on the increased valuation resulting from the improvement.

-
The rehabilitation of former City-owned buildings with substantial government assistance may receive a 34-year exemption and an abatement of up to 150 percent of CRC, as determined by HPD.

· Properties with Major Capital Improvements (MCIs) may receive an exemption for 14 years and an abatement for up to 90 percent of CRC, applied at a maximum of up to 8 1/3 percent of the total CRC per year, although, in certain areas of Manhattan south of 96th street, the abatement is on the building assessment only, up to a value of $2,500 per unit, and not on the land.

· Moderate rehabilitation projects where at least one major building-wide system is significantly improved may receive a 34-year tax exemption and an abatement of up to 100 percent of the reasonable cost, as long as the property is substantially occupied during the rehabilitation.

· In all cases, a J-51 abatement may only be applied to property taxes for a maximum of 20 years.

Under the J-51 program, rental units are subject to rent regulation during the benefit period.  Furthermore, cooperatives and condominiums where the average assessed valuation exceeds $40,000/dwelling unit are ineligible for tax abatements, except for work completed within 3 years of the establishment of the cooperative or condominium.  In addition, renovations in cooperatives or condominiums performed three or more years after the initial conversion, are capped at $2500 per unit under the J-51 program.


In 1998, (Laws of 1998, chapter 246), the State extended the authority of localities to amend or adopt local laws and provided that all conversions, alterations and improvements must be completed prior to December 31, 2003 to qualify for benefits under this program.  Accordingly, the City enacted Local Law 72 of 1999 to extend the provisions of the J-51 tax benefit program to provide that eligible conversions, alterations or improvements of existing multiple dwellings in New York City must be completed prior to December 31, 2003.

In 2002, (Laws of 2002, chapter 418), the State extended the authority of localities to amend or adopt local laws to extend the J-51 program until June 1, 2007 and provided that all conversions, alterations and improvements must be completed prior to December 31, 2007 to qualify for benefits under this program.  This law also authorizes the City to extend the thirty-four year exemption benefit period and the maximum potential abatement for privately-owned substantially rehabilitated or converted buildings where affordable housing is created through governmental assistance.  Prior to this legislation, only moderate rehabilitations or substantial rehabilitations of formerly city-owned properties were eligible for these enriched benefits.  The provisions in Proposed Int. No. 282-A eliminating the requirement that substantially rehabilitated buildings receiving the enriched benefit be formerly city-owned, will result in more units being eligible for these enriched benefits.  However, any increase in the number of units that would now be eligible to receive the enriched benefits is constrained by the fact that to obtain such benefits the units must be rehabilitated through government assistance.

The Committee anticipates hearing testimony from representatives of the Department of Housing Preservation and Development with regards to this legislation.  HPD is expected to testify that extending the enriched benefits as provided for in this legislation may increase private investment in certain buildings thereby allowing HPD to distribute its capital subsidies among more units.  Therefore the Administration contends that this bill should encourage the development of more low and moderate income housing. 

Proposed Int. No. 282-A

Technical correction - The title was changed to refer to “multiple dwellings” in the plural.

Bill section 1 – The preface was amended to reference paragraph (9) of subdivision (b) of section 11-243 of the Administrative Code, as opposed to paragraph (6) of such subdivision.

�  Buildings located in Manhattan in the Minimum Tax Zone may use the abatement benefit only to reduce real estate taxes on the value of the building only, not the land.
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