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          1  COMMITTEE ON HOUSING AND BUILDINGS

          2                 CHAIRPERSON DILAN: Good afternoon,

          3  everyone. And I apologize for the late start. I am

          4  Council Member Erik Martin Dilan, the Chair of this

          5  Committee, the Housing and Buildings Committee, and

          6  today the Committee will convene to consider Intro.

          7  202, a bill that would amend the Administrative Code

          8  of the City of New York, in relation to area

          9  eligibility limitations on benefits pursuant to

         10  Section 421-A of the Real Property Law.

         11                 As most of you know, the 421-A

         12  program is a tax incentive program that was enacted

         13  in 1971 under New York State Law and is intended to

         14  promote the construction of new multiple dwellings

         15  by providing a declining tax exemption on increase

         16  assessed valuation resulting from the work.

         17                 Generally developments in the

         18  Manhattan Exclusion Zone, which is between 9th

         19  Street and 14th Street, are ineligible for 421-A tax

         20  benefits, unless at least 20 percent of the total

         21  units are reserved for low or moderate income

         22  occupants, or participation in the Affordable

         23  Housing Production Program.

         24                 Intro 202 would amend the Manhattan

         25  exclusionary zone to include a special West Chelsea
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          2  district, and would impact construction commenced in

          3  the special West Chelsea District one year following

          4  the effective date of the local law enacting this

          5  expansion, and prior to December 31st of 2007.

          6                 The passage of this bill is expected

          7  to enhance the attractiveness of rental development

          8  with at least 20 percent affordable housing units in

          9  this area.

         10                 Before I call the first panel, I just

         11  would like to introduce my colleagues who are here.

         12                 Council Member Tony Avella to my

         13  left, Minority Leader of the body Council Member

         14  James Oddo, Council Member Robert Jackson, and I'd

         15  also like to acknowledge the presence of the

         16  Legislative Counsel to the Committee, Terzah Nasser,

         17  and the Policy Analyst, Benjamin Goodman.

         18                 The first witness to testify will be

         19  Mr. Joseph Rosenberg from the Department of Housing

         20  and Preservation and Development.

         21                 Mr. Rosenberg, welcome.

         22                 DEPUTY COMMISSIONER ROSENBERG: Thank

         23  you.

         24                 Good afternoon, Chairman Dilan, and

         25  Council Members Oddo, Avella and Jackson. My name is
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          2  Joseph Rosenberg, I'm Deputy Commissioner of the

          3  Intergovernmental Operations Affairs at the

          4  Department of Housing Preservation and Development.

          5                 Chairman Dilan, thank you for

          6  sponsoring this important Mayoral Initiative which

          7  will expand the Manhattan geographic exclusion zone

          8  to the West Chelsea area, which was rezoned last

          9  year.

         10                 It is similar to the Hudson Yards

         11  geographic exclusion zone bill which passed the

         12  Council and was signed into law by Mayor Bloomberg

         13  on March 7th, 2005.

         14                 New York State law requires a

         15  one-year waiting period after the effective date of

         16  the Local Law restricting 421-A benefits.

         17                 This bill also adds a clarification

         18  to the Hudson Yards geographic exclusion area law

         19  that it only applies to construction commencing on

         20  or after the effective date of such local law, which

         21  is March 7th, 2006, and prior to December 31st,

         22  2007. That clarification was added just to make sure

         23  that everyone understood that the local law was in

         24  sync with the State requirements, in terms of

         25  commencement of benefits.
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          2                 Currently developers working in the

          3  West Chelsea area receive 421-A benefits for

          4  creating market rate buildings, but there is no

          5  requirement for affordable housing component.

          6                 This bill would require developers

          7  receiving 421-A benefits to also build a certain

          8  amount of low-income housing.

          9                 The zoning at West Chelsea represents

         10  a significant opportunity for additional affordable

         11  housing on Manhattan's west side.

         12                 Since its enactment in 1971, 421-A

         13  partial tax exemption program, has played an

         14  important role in stimulating overall housing

         15  reduction throughout New York City.

         16                 It has furthered construction of new

         17  multiple dwellings by providing a limited period of

         18  exemption from tax liability for the increase on

         19  assessed value resulting from the new improvement.

         20                 The land on which development sits

         21  remains fully taxable. To date, the 421-A program

         22  has induced the creation of approximately 150,000

         23  apartments throughout the City. 421-A partial tax

         24  exemption program has generated a wide variety of

         25  types of housing, from three- and four-unit small
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          2  apartment houses in Brooklyn and Queens, Bronx and

          3  Staten Island, to multi-family high rises in

          4  Manhattan.

          5                 Due to the rapidly-increasing real

          6  estate values in Manhattan in the 1980s, the City

          7  Council restricted the availability of 421-A

          8  benefits in the Manhattan exclusion zone to capture

          9  a portion of this value for affordable housing.

         10                 Since the 421-A program was no longer

         11  necessary to induce housing development in the

         12  middle of Manhattan, the as of right 421-A benefit

         13  from the newly-created Manhattan exclusion zone was

         14  eliminated and tax exemptions were granted, only in

         15  exchange for the provision of affordable housing.

         16                 Projects in the exclusion area cannot

         17  receive 421-A benefits, unless at least 20 percent

         18  of the affordable housing built on site is for

         19  low-income households.

         20                 This is usually resulting in use of

         21  the 80/20 program, or affordable housing is provided

         22  off-site to a program called "Negotiable

         23  Certificates."

         24                 Developers who elect the 80/20 option

         25  secure a 20-year tax exemption, while those who
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          2  purchase negotiable certificates receive a ten-year

          3  exemption.

          4                 The 20-year tax exemption, I'd like

          5  to add, it's a 12-year full benefit, followed-by an

          6  eight-year phase-out. The ten-year exemption is a

          7  two-year full exemption, followed by an eight-year

          8  phase out.

          9                 Current geographic exclusionary

         10  boundaries were drafted in 1984, and became

         11  effective in 1985. A significant portion of the

         12  special West Chelsea District is not in the 421-A

         13  geographic exclusion area, and therefore market rate

         14  residential development in that area is entitled to

         15  421-A benefits.

         16                 The expansion of the exclusion area

         17  would encourage developers to make use, not only of

         18  the 80/20 program, but also of a new inclusionary

         19  housing program adopted last year as part of the

         20  zoning for the West Chelsea district.

         21                 To date, the 421-A affordable housing

         22  program has generated approximately 150,000 units of

         23  affordable housing.

         24                 Since 2002 when we started including

         25  borough information in our database, there had been
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          2  4,076 units built in Brooklyn, 1,216 units in the

          3  Bronx, 3,190 units in Queens, 32 units in Staten

          4  Island, and 10,349 units in Manhattan.

          5                 By expanding the geographic exclusion

          6  area, the bill will further induce the development

          7  of 80/20 buildings in this new residential area and

          8  increase the demand for 421-A certificates resulting

          9  in the development of off-site affordable housing

         10  throughout the City.

         11                 As such, the Bloomberg Administration

         12  urges passage of Intro. 202.

         13                 I'd like to specifically acknowledge

         14  that this is in Speaker Quinn's district. This was a

         15  rezoning which was very active and interested in and

         16  it had a great result and is really the model for a

         17  lot of hopefully future rezonings that will ensue

         18  throughout the City.

         19                 Thank you.

         20                 CHAIRPERSON DILAN: Okay, thank you,

         21  Mr. Rosenberg, for testifying. And I just wanted to

         22  note that this hearing is specifically on Intros 202

         23  and the Special West Chelsea District.

         24                 I know that there's a lot going on

         25  with 421-A now-a-days with the task force that HPD
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          2  has created. I wanted to keep this hearing just to

          3  the specifics of today's agenda.

          4                 I have no questions, but I just would

          5  like to ask my colleagues if they had any questions

          6  for Mr. Rosenberg before we let him go?

          7                 If not, it's one of the briefest

          8  sessions that I have had, and it's probably one of

          9  the briefest sessions that you've been here, and you

         10  know, next time we hope we have some really tough,

         11  thorough questions for you. I'm surprised that we're

         12  all passing up the chance to grill you here.

         13                 DEPUTY COMMISSIONER ROSENBERG: I

         14  suspect, Chairman, there will be other occasions,

         15  but I look forward to it.

         16                 Thank you very much.

         17                 CHAIRPERSON DILAN: Thank you very

         18  much.

         19                 And if anyone else wants to comment

         20  on this issue who hasn't already, if you wish to

         21  make a brief presentation on today's agenda, you can

         22  fill out an appearance card with the

         23  Sergeant-At-Arms in the back, if you haven't done so

         24  already.

         25                 The next person, I believe it's Marie
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          2  McGregor, the Pratt Center for Community

          3  Development. Marine or Marie?

          4                 MS. McGREGOR: Marnie.

          5                 CHAIRPERSON DILAN: Marnie McGregor,

          6  sorry about that.

          7                 And even though I struggled with your

          8  name, if you can just identify yourself for the

          9  record.

         10                 MS. McGREGOR: Not a problem. Marnie

         11  McGregor, from the Pratt Center for Community

         12  Development. I'm a Senior Policy Analyst there.

         13  Thank you, Chairman Dilan and Committee members for

         14  the opportunity. I will be brief, not repeat what

         15  was said earlier. But we worked closely with the

         16  West Chelsea Community last year in the rezoning

         17  process and a creative compromise was reached, as

         18  you mentioned, that preserved the historic high line

         19  and created affordable housing. And as part of that

         20  rezoning, the community members advocated to the

         21  extension of the 421-A property tax exclusion zone

         22  to include the West Chelsea neighborhood, and we

         23  fully support Intro. 202 which would adjust the

         24  geographic boundary to reflect that new area.

         25                 And as we've said, the 421-A program
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          2  is in dire need of reform. It did serve a valuable

          3  purpose, but I think what we wanted to highlight

          4  today is that the West Chelsea rezoning is an

          5  example of the problem the program currently doesn't

          6  serve the needs of these communities and the reform

          7  is needed throughout the City and not just on a

          8  piecemeal basis.

          9                 And the Pratt Center believes that

         10  the City should require an affordable housing

         11  component as a part of every new developed

         12  residential project that   receives 421-A benefits

         13  anywhere in the City; however, we are open to a

         14  sliding scale of affordability with developers to

         15  choose to build either a modest percentage of

         16  low-income units, or higher percentage of modern

         17  income units.

         18                 In short, Intro. 202 is a step in the

         19  right direction, and we look forward to working with

         20  both the Administration and the City Council to make

         21  sure that the public benefits of property tax breaks

         22  will encourage the housing that New York City truly

         23  needs.

         24                 Thank you very much.

         25                 CHAIRPERSON DILAN: Thank you very
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          2  much for coming down and testifying today. And I'd

          3  like to open it up to my colleagues, should they

          4  have questions for this panel. If not, thank you for

          5  your time.

          6                 The next person to give testimony

          7  would be Mr. Harvey Epstein from Housing

          8  Conservation Coordinator.

          9                 MR. EPSTEIN: Good afternoon, Chair

         10  and members of the Housing and Buildings Committee.

         11  My name is Harvey Epstein, I'm the Associate

         12  Director of Housing Conservation Coordinators, a

         13  community-based organization on the west side of

         14  Manhattan focused on preserving and defending

         15  decent, affordable housing.

         16                 I want to thank the Chair and the

         17  Mayor for introducing this legislation to expand

         18  421-A and as the previous speaker says, we believe

         19  this is an important first step, however, it is just

         20  a first step.

         21                 As throughout the Hudson Yards

         22  rezoning, and the West Chelsea rezoning, we were

         23  concerned about the opportunities that the City had

         24  to create more affordable housing, but the outdated

         25  421-A program was insufficient in its current making

                                                            14

          1  COMMITTEE ON HOUSING AND BUILDINGS

          2  to provide the current number of affordable units.

          3                 So, we ask here that the Council

          4  consider, as the Mayor's office is considering the

          5  opportunities to expand 421-A. One is immediately to

          6  talk about expanding exclusion zones throughout all

          7  of Manhattan.

          8                 As you are aware, the exclusion zone

          9  is from 14th Street to 96th Street. And this is an

         10  opportunity now throughout Manhattan where most of

         11  the development occurs to build more affordable

         12  housing. We need to maintain as much affordable

         13  housing as possible in the City, as we know we're

         14  continuing to lose it, and 421-A is a perfect

         15  opportunity.

         16                 Second that the Council needs to

         17  think about is revamp the entire program, and this

         18  requires the initiative of the Mayor, as well as the

         19  Council to move this forward. And we know that you,

         20  members of the Council, are extremely interested in

         21  this opportunity.

         22                 If we do not move forward on 421-A

         23  now, we will lose this opportunity in the future.

         24                 As more and more housing is

         25  developed, and less and less land exists in New York
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          2  City, 421-A has continued to expand to a point where

          3  it will be less and less useful, and it will be less

          4  opportunities in the future to build the affordable

          5  housing, and maintain affordable housing.

          6                 The last thing I want to remind you

          7  is, 421-A is a termed program, it expires within ten

          8  to 25 years. And that means the affordable housing

          9  the City gets is only on a short-term basis.

         10                 We need to look at opportunities to

         11  expand 421-A and expand affordable housing, but keep

         12  affordable housing in perpetuity. Perpetuity is an

         13  important thing for this City, because once we lose

         14  an affordable unit, it's gone forever.

         15                 I want to thank you for the

         16  opportunity to speak to you today. If you have any

         17  further questions, we'll be glad to answer them.

         18                 CHAIRPERSON DILAN: I want to thank

         19  you, and that's also a very good suggestion, and I

         20  think, I hope the task force looks into it, and I

         21  think the Committee may look into it.

         22                 Any questions from my colleagues?

         23                 If not, thank you very much.

         24                 MR. EPSTEIN: Thank you.

         25                 CHAIRPERSON DILAN: Is there anyone
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          2  else that would like to testify on this item?

          3                 If not, we will close the hearing,

          4  but I want to close by saying that this Intro

          5  affects Speaker Quinn's district as a result of the

          6  Hudson Yards rezoning that we did last session. The

          7  Speaker is very much in support of this measure and

          8  she gives her apologies that she couldn't make it

          9  today, but she looks forward very much for the

         10  passage of this Intro on Wednesday morning, the date

         11  of the Stated, so just for members, for

         12  record-keeping purposes, I know you may not see it

         13  yet, but this item will be called for a vote on the

         14  morning of the Stated Meeting, 10:00 in the morning

         15  on Wednesday.

         16                 So, that will close the public

         17  hearing on this.

         18                 Council Member Oddo.

         19                 COUNCIL MEMBER ODDO: I just wanted

         20  the record to reflect that our silence and

         21  cooperation is no indication that either Tony and I

         22  are mellowing in our old age. I want to make sure

         23  nobody is getting any -- RJ, did you hear me on

         24  that?

         25                 CHAIRPERSON DILAN: If not, that will
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          2  close the public hearing, and we look forward to the

          3  passage of this bill Wednesday morning.

          4                 (The following written testimony was

          5  read into the record.)

          6

          7

          8  Written Testimony Of:

          9  Roland Lewis

         10  Executive Director

         11  Habitat for Humanity - New York City
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         13  Testimony of Habitat for Humanity - New York City to
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         19  April 24, 2006

         20

         21                 Introduction.

         22                 Thank you for the opportunity to

         23  testify today. My name is Roland Lewis, and I am the

         24  Executive Director of Habitat for Humanity - New

         25  York City.
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          2                 As an affordable housing advocate and

          3  developer, Habitat for Humanity - New York City

          4  strongly urges the Committee on Housing and

          5  Buildings to pass Intro 202 and extend the existing

          6  "exclusion zone" to cover the Special West Chelsea

          7  District.

          8                 Habitat - NYC was founded in 1984 as

          9  an independent affiliate of Habitat for Humanity

         10  International, and we build affordable housing in

         11  all five boroughs. Our homes are built with the

         12  "sweat equity" of our family partner homeowners,

         13  who work side-by-side with volunteers. Each year, an

         14  average of 10,000 New Yorkers from faith

         15  institutions, corporations, schools and civic groups

         16  come to build with us and learn more about how to

         17  help solve New York's affordable housing crisis.

         18                 In addition to building homes,

         19  Habitat-NYC is a leading advocate for affordable

         20  housing, with the goal of ensuring that every New

         21  Yorker has a decent, affordable home. We work to

         22  achieve this by creating a social movement to end

         23  the housing crisis plaguing New York City and by

         24  calling on elected officials to make affordable

         25  housing a priority. We were an instrumental voice in
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          2  the fight for Inclusionary Zoning last year, and

          3  this year we are positioning ourselves as an equally

          4  effective voice in efforts to reform the 421-a

          5  property tax exemption.

          6                 The 421-a Program.

          7                 The 421-a program was created more

          8  than three decades ago, at a time when New York was

          9  desperate for new development. In today's housing

         10  market, however, 421-a primarily works to subsidize

         11  luxury housing in upscale neighborhoods, at a huge

         12  financial cost to the city. The program - which cost

         13  the city $320 million in lost revenue for 2006 alone

         14  - is creating few of the affordable homes that

         15  millions of New Yorkers so desperately need.

         16                 Habitat for Humanity - New York City

         17  and the Pratt Center for Community Development

         18  recently released a report on the program and found

         19  that:

         20                 - The 421-a program has subsidized

         21  more than 100,000 housing units since the program's

         22  inception. However, according to a 2003 report by

         23  the Independent Budget Office, only about 8% of the

         24  units are affordable to low- or moderate-income

         25  families.

                                                            20

          1  COMMITTEE ON HOUSING AND BUILDINGS

          2                 - The cost of the program to the City

          3  of New York has grown 250% in just four years, up

          4  from $130 million in lost tax revenue in 2002 to

          5  $320 million in 2006.

          6                 - The exemptions are especially

          7  lucrative for Manhattan developers, where housing

          8  stimulation is least needed. While Manhattan

          9  projects accounted for only 23% of all exemptions in

         10  2005, they received over 78% of the value of the tax

         11  breaks.

         12                 - In some cases, developers

         13  contribute as little as 12 to 15 cents for

         14  affordable housing (in the Bronx) for every $1 of

         15  forgiven taxes on luxury buildings (in Manhattan).

         16                 As developers enjoy these growing tax

         17  breaks, the City's recently-released Housing and

         18  Vacancy Survey shows that New York City's housing

         19  crisis continued to deepen from 2002 to 2005:

         20                 - Average tenant incomes were down

         21  5.6%, but average rents were up 8.7%

         22                 - The number of New Yorkers paying

         23  more than half of their income in rent grew by 13%,

         24  to more than 570,000 households (more than one

         25  quarter of all tenants).
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          2                 - More than 100,000 families are

          3  living in overcrowded conditions; and almost 8,000

          4  families are living in homeless shelters.

          5                 Affordable Housing

          6                 Thanks largely to the "exclusion

          7  zone" located between 96th Street and 14th Street in

          8  Manhattan, where developers must develop or

          9  contribute to affordable housing to receive a 421-a

         10  tax break, a modest amount of affordable housing has

         11  been created through this program.

         12                 In this area, developers are not

         13  eligible to receive any 421-a property tax exemption

         14  as-of-right. If they include 20% affordable housing

         15  on-site, they are eligible for a 20-year exemption

         16  under 421-a, or they can chose (sic) to purchase

         17  "negotiable certificates" that are used to create

         18  affordable housing elsewhere in the city.

         19                 Yet even with these affordable

         20  options, few affordable homes have been created.

         21  According to the IBO's 2003 report, only 8% (4,905)

         22  of the 60,000 units subsidized through the 10-, 15-,

         23  or 20-year 421-a programs between 1985 and 2002 were

         24  affordable to low- or moderate-income families

         25  (insufficient data is available on the 25-year

                                                            22

          1  COMMITTEE ON HOUSING AND BUILDINGS

          2  exemption to determine affordability). And this was

          3  prior to a significant increase in 421-a projects

          4  awarded in the past four years, as the real estate

          5  market has boomed and affordability has diminished.

          6                 Despite the astronomically high

          7  prices of the current rental market, the remainder

          8  of New York City outside of the "exclusion zone" -

          9  including Tribeca, SoHo, Wall Street, Harlem, the

         10  Lower East Side, Brooklyn Heights, Park Slope, Long

         11  Island City and Astoria - any new developments can

         12  receive 421-a "as of right" without any requirement

         13  to build affordable housing onsite or through the

         14  negotiable certificate program.

         15                 One such area that currently falls

         16  into the "as of right? Zone is the area of the

         17  Special West Chelsea District. By passing Intro 22

         18  and allowing for the expansion of the exclusion zone

         19  to cover this area, developers who chose to take

         20  advantage of the 421-a property tax exemption will

         21  be required to include 20% affordable housing

         22  onsite, or to purchase negotiable certificates to

         23  build affordable housing offsite.

         24                 In the community of West Chelsea,

         25  where market-rate and luxury housing availability
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          2  far surpass that of affordable units, it is evident

          3  that this expansion would bring a much-needed

          4  resource to those who can not afford such high

          5  rents.

          6                 Conclusion.

          7                 Although the 421-a program served a

          8  valuable purpose when it was originally designed,

          9  times have changed significantly and the program is

         10  in dire need of reform.

         11                 The 421-a program represents a huge

         12  loss in tax dollars, with little public benefit. It

         13  is time to leverage these tax dollars to effectively

         14  foster the housing that New York City needs most -

         15  affordable homes. Habitat for Humanity - New York

         16  City strongly urges the Committee on Housing and

         17  Buildings to pass Intro 202 and extend the existing

         18  "exclusion zone" to cover the Special West Chelsea

         19  District. And as the Mayor's Task Force continues to

         20  discuss the future of the 421-a program, we urge you

         21  to strongly support the overall expansion of the

         22  "exclusion zone" to neighborhoods that do not need

         23  subsidies to stimulate housing production.

         24                 (Hearing concluded at 2:00 p.m.)

         25
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