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THE COUNCIL OF THE CITY OF NEW YORK

November 12, 205
TO:		Hon. Justin Brannan Chair, Finance Committee
Members of the Finance Committee

FROM:	Brian Sarfo, Committee Counsel
		
RE:	Resolution approving a tax exemption for BK Cluster Phase I (Council District 17)

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

BK Cluster Phase I
Property Description
[bookmark: _Hlk202362293][bookmark: _Hlk195625572]BK Cluster Phase I (the “Project”) consists of two buildings comprised of 83-units. The buildings total 77,772 square feet and are located in the Longwood/Morrisania neighborhoods of the Bronx. 

The Project comprises of 21 one-bedroom units, 26 two-bedroom units, 31 three-bedroom units (one of which is reserved for the superintendent), and five four-bedroom units (one of which is reserved for the superintendent). All 81 rent-generating units are reserved for low-income individuals and families making below 60% AMI. Of these 81 units, 43 are set aside for homeless individuals. Light-touch social services will be offered to residents, including case management and group programming funded through HRA social services. 

There are three commercial units totaling 5,386 square feet and two community facility units totaling 1,743 square feet at 941 Intervale Avenue. There is no commercial or community facility space at 976 Tinton Avenue. The community facility units are included in the exemption area. 

[bookmark: _Hlk196403483]Ownership History 
This Project is part of the preservation and rehabilitation phase of the City’s ongoing effort to phase out Department of Homeless Services (DHS) cluster sites. This phase involves the rehabilitation of two of four properties acquired on April 4, 2019, by Banana Kelly Community Improvement Association, Inc. (Banana Kelly) and the Joint Ownership Entity NYC Corp. (JOE NYC) as part of the Cluster Conversion Initiative, Phase 1 Acquisition. 

In this transaction, the City financed the purchase of 17 “cluster sites” managed by DHS, of which JOE NYC acquired eight buildings in partnership with three member organizations: Fifth Avenue Committee, Inc., Mutual Housing Association of New York, Inc. (MHANY), and Banana Kelly. 

The acquisition facilitated the conversion of these properties from shelter use to affordable housing. Since acquisition, BK Cluster HDFC has held title to the properties while JOE NYC Cluster LLC was the beneficial owner. At the rehab construction closing in 2021, BK Cluster HDFC continued as the title holder, while the beneficial owner was transferred to another special-purpose entity, JOE BK Cluster LLC, wholly owned by JOE NYC. 

Banana Kelly manages development activities and on-site social services, and Wavecrest Management, Ltd. (“Wavecrest”) provided property management until September 1, 2025. Banana Kelly is discussing future plans for property management and taking on property management in the interim. 

Financing and Timeline
The Project was financed with HPD subsidy and CPC construction mortgage for rehabilitation, and HPD Subsidy and permanent mortgage from NYCERS Pension Fund (facilitated by CPC) for permanent financing. The Project closed on acquisition financing in April 2019 and rehabilitation financing in May 2021. The Project enter into a 60-year Regulatory Agreement on May 13, 2021, which was amended on May 7, 2024. New Temporary Certificate of Occupancy (TCO) is expected in October 2025 for 976 Tinton Avenue, and new TCO in November 2025 for 941 Intervale Avenue. The Project is aiming to secure a loan increase in November 2025, and the Project is projected to convert to permanent financing in June 2026. 

Summary: 
· Boroughs – Bronx
· Block 2669, Lot 9; Block 2697, Lot 45
· Council Members – Salamanca Jr. 
· Council Members' approval –Yes
· Number of buildings – 2
· Number of units – 83 residential
· Type of exemption – Article XI, partial, 40 year, but the current Regulatory Agreement has a term of 60 years from May 13, 2021
· Population – rental
· Sponsor – L+M Development Partners
· Purpose – preservation  
· Cost to the city –  $28,740,275 (present value)
· Housing Code Violations 
· Class A – 6
· Class B – 13
· Class C – 26
· Anticipated AMI Rent Limit Targets: 57% AMI; CityFHEPS: no more than 30%
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