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THE COUNCIL

REPORT OF THE INFRASTRUCTURE DIVISION

MARCEL VAN OOYEN, LEGISLATIVE DIRECTOR and DEPUTY CHIEF OF STAFF

COMMITTEE ON HOUSING AND BUILDINGS

Hon. Madeline Provenzano, Chair

February 15, 2005

INT. NO. 530:
By: Council Members Provenzano, Avella, Jennings and Quinn (by request of the Mayor).

TITLE:
To amend the administrative code of the city of New York, in relation to area eligibility limitations on benefits pursuant to section four hundred twenty-one-a of the real property tax law.

ADMINISTRATIVE CODE:
Amends subdivision (a) of section 11-245.

BACKGROUND AND ANALYSIS:

On January 31, 2005, the Committee on Housing and Buildings, chaired by Council Member Madeline Provenzano, conducted its first hearing on Int. No. 530.  This bill amends the exclusion area with regards to the receipt of 421-a tax benefits in the borough of Manhattan and was introduced in connection with the rezoning and redevelopment plan for the Hudson Yards area.
  Through negotiations between the Administration and the Council an agreement was reached regarding the use of financial and zoning incentives and public land to generate affordable housing in the Hudson Yards area.  Based on this agreement, it is anticipated that 25% of the 13,600 units of new construction projected to be developed in the Hudson Yards area over the next twenty years will be affordable to a mix of low, moderate, and middle-income households.  Since much of the Hudson Yards area lies outside of the 421-a Manhattan exclusion zone (as defined below), housing developers could potentially obtain 421-a tax benefits without providing any affordable units.  The extension of the exclusion zone to the Hudson Yards area is anticipated to enhance the attractiveness of 80/20 (80 percent market rate units and 20 percent affordable units) rental development relative to market-rate condominium development and to promote participation in the use of Negotiable Certificates through the 421-a Affordable Housing Production Program (as defined below).  The Committee heard from representatives of the Department of Housing Preservation and Development with regards to this matter, during the first hearing.

421-a Program

The 421-a tax incentive program
 is intended to promote the construction of new multiple dwellings (with the exclusion of hotels), as opposed to the rehabilitation of existing structures, by providing a declining tax exemption on the increase in assessed valuation
 created by the improvement.
  Pursuant to authorization granted under the law, the Council may enact and amend certain local laws pertaining to eligibility to receive 421-a benefits, including geographic restrictions on eligibility.  Under State law
 any new restrictions to the 421-a program that are enacted by the City are subject to a one-year lag before it becomes effective.  In 2002, (Laws of 2002, chapter 349), the State extended the benefits under the 421-a program to construction completed no later than December 31, 2007.

During the period of construction, or for a period not more than three years immediately following the commencement date of construction, eligible 421-a projects receive full exemption from real property taxation.  To be eligible for consideration to receive 421-a benefits, a new construction site must first have met one of four conditions three years prior to the start of construction.  The site must have been either: 1) underutilized, 2) vacant, 3) predominantly vacant, or 4) improved with a non-conforming use.  The factors determining the duration of the tax benefit received include location and other qualifying conditions, such as the receipt of substantial government assistance, the reservation of at least 20 percent of the units for low and moderate income occupants, and the participation in the lower income housing production program.  Upon completion of construction or three years after the commencement date of construction, whichever occurs sooner, the property may be eligible to receive a 10-, 15-, 20- or 25-year tax exemption including limitations on projects south of 110th Street in Manhattan.  These exemptions are granted only for the new value created by the improvement.  The exemption starts at 100% and is phased down to zero.

For developments within the Manhattan Exclusion Zone, which is roughly defined as Manhattan, south of 96th Street to Houston Street on the west side and to 14th Street on the east side, benefits are dependent on at least 20% of the total units being reserved for low and moderate income occupants or participation in the Affordable Housing Production program.  Under the Affordable Housing Production Program developers of low and/or moderate income housing throughout the City are issued Negotiable Certificates by HPD, which can be sold to the developers of market rate housing in the Manhattan exclusion zone thereby entitling this housing to 421-a benefits.  Affordable rental units receiving 421-a benefits are subject to rent regulation during the benefit period or 20 years, whichever is longer.  Pursuant to Local Law 42 of 2003, geographic restrictions applicable to the Manhattan Exclusion Zone will expire on December 31, 2007.

Int. No. 530

Section one of the bill contains the boundaries of the geographic area of the exclusion zone and amends the text of the existing law to clarify that the boundaries presently described in subdivision (a) of section 11-245 of the Administrative Code lie within the borough of Manhattan.  More importantly, bill section one also contains amendments to these boundaries which would alter the existing exclusion zone to include the area from 14th street to 10th avenue and thence northerly along 10th Avenue to 30th Street and thence westerly along 30th Street to 11th Avenue and thence northerly along 11th Avenue to 41st Street and thence westerly along 41st Street and continuing to its westerly terminus and then continuing with the remaining provisions of the exclusion zone as they currently exist.  Without these amendments, the boundaries, as they exist now, include from 14th street to 10th avenue and thence northerly along 10th Avenue to 28th; thence easterly along 28th Street to 9th Avenue; thence northerly along 9th Avenue to 33rd Street; thence easterly along 33rd Street to 8th Avenue; thence northerly along 8th Avenue to 34th Street; thence easterly along 34th Street to 7th Avenue; thence northerly along 7th Avenue to 41st Street; thence westerly along 41st Street and continuing to its westerly terminus; and then continuing with the remaining provisions of the exclusion zone as they currently exist.

Update

On Tuesday, January 15, 2005, the Committee adopted this legislation by a vote of ten in the affirmative, zero in the negative and no abstentions.

Accordingly, the Committee recommends its adoption.

� The Hudson Yards rezoning includes the area between 30th Street and 43rd Street from 8th Avenue to 11th Avenue as well as the area between Seventh and Eighth Avenues from 28th to 30th Streets. For information specifically on the rezoning see � HYPERLINK "http://www.nyc.gov/html/dcp/html/hyards/hymain.html" ��http://www.nyc.gov/html/dcp/html/hyards/hymain.html�.


� In 1971, the State promulgated section 421-a of the New York State Real Property Tax Law (chapter 1207 of the Laws of 1971).


� Real property assessment – Pursuant to Chapter 58 of the New York City Charter, under the direction of the Commissioner of Finance assessors serve to make an assessment of real property located in the City.  The term “assessment” means a determination by the assessors of (a) the taxable status of real property as of the taxable status date; and (b) the valuation of real property, including the valuation of exempt real property, and where such property is partially exempt, the valuation of both the taxable and exempt portions.  New York City Charter §1506.


� However, the benefits may be obtained in some instances for the substantial rehabilitation of certain low- and moderate-income housing units when such construction is carried out pursuant to an agreement with the Department of Housing Preservation and Development as allowed under the law.


� Real Property Tax Law §421-a(2)(i).
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