December 6, 1999
TO:

Hon. Herbert E. Berman

         
Chair, Finance Committee

Members of the Finance Committee

FROM:
Henry Henderson

Finance Division

SUBJECT:
Resolution approving LUs 553, 554, 555, 582, 589 and two Preconsidered.  The Department of Housing Preservation and Development requests that the Council grant a partial exemption from real property taxes for certain properties.

SUMMARY 

OF

ACTIONS:
Pursuant to Section 422 of the Real Property Tax Law (RPTL), the Department of Housing Preservation and Development (HPD) requests partial property tax exemptions for properties that will provide housing for moderate and low income persons. These properties are developed under programs initiated by HPD.  These projects, organized and operated by private not-for-profit Housing Development Fund Corporations (HDFC's) formed under Article XI may be granted exemptions from real property taxes by the local legislative body for a period of up to forty (40) years.

These properties are currently owned by the City, and thus pay no property taxes. Approval of the exemptions will result in partial tax payment on every property.

The City Council Land Use Committee has approved the disposition of these city-owned properties as Urban Development Action Area Projects.  

A summary of all properties can be found on page 2.

HOMEWORKS

    PROGRAM



    SUMMARY:
HomeWorks was created with the goal of expanding homeownership opportunities for all New Yorkers.  Under this program, one to four family vacant City-owned buildings are sold to developers selected through a competitive Request for Proposals. Developers, which may be for-profit developers, not-for-profit organizations or joint ventures between them, are selected based on the extent to which their proposal minimizes the use of a City subsidy and on the overall strength and experience of their team.  The developers are responsible for the construction, marketing and sale of the houses which all will contain from one to four units.  Because of the programmatic objectives stabilizing communities and providing homeownership opportunities to the widest range of New Yorkers, the incomes of potential homebuyers are not restricted.

  EXEMPTION

  DESCRIPTION:
Pursuant to Section 696 of the General Municipal Law, a partial exemption from real property taxes is granted for six years.  A full exemption is allowed for the first three years, and phased out in equal decrements over the following three years.  

SPECIAL INITIATIVES PROGRAM (SIP)
 PROGRAM

 SUMMARY:

HPD began the Special Initiatives Program (SIP) to provide mixed income housing for homeless persons and those persons of low and very low income.  The City, through HPD, rehabilitates vacant in-rem buildings and sells them to local not-for-profits selected through an RFQ process.  These not-for-profits will set up Housing Development Finance Company's (HDFC's) organized pursuant to Article XI of State PHFL to operate the buildings.   

The properties are managed by the HDFC's as low-income housing rentals for tenants who meet low and very low income requirements.  Monthly rent for such apartments is established based on income, but does not exceed 30% of a tenant's annual income. 

These occupied buildings are targeted to house 50% homeless/doubled up, and 50% low and very low income tenants.  It is anticipated that homeless/doubled up tenants will receive Section 8 housing subsidies as soon as the properties are conveyed to the HDFC's. 

EXEMPTION

DESCRIPTION:
An exemption from property taxes of all of the value of the property in the project will be allowed from the date of conveyance of the property for thirty two years.  The City may terminate the tax exemption at any time that HPD determines the project is not being operated in accordance with state law and any agreements between the housing company and the City. 

HUD SECTION 202 SUPPORTIVE HOUSING FOR THE ELDERLY
PROGRAM

SUMMARY:

The U.S. Department of Housing and Urban Development (HUD) Section 202 Supportive Housing Program for the Elderly program provides for new construction of rental units to house elderly persons of very low income. Not-for-profit sponsors organized under Article XI of state Private Housing Finance Law are chosen by HUD, and purchase City or privately owned land for the project.  Construction and permanent financing of the project will be financed through a HUD capital advance and operations will be supported by a HUD rental assistance contract.  The City provides a subsidy through the tax exemption to ensure affordability to the targeted income population. 

EXEMPTION

DESCRIPTION:
Pursuant to Section 422 of the Real Property Tax Law, no taxes are paid on the land after conveyance during the term of construction (about 18 months) until the issuance of a temporary or permanent Certificate of Occupancy at which time the exemption and partial payment in lieu of taxes takes effect.

Upon issuance of the temporary or permanent Certificate of Occupancy, an exemption from property taxes will be granted for all of the value of the property in the project (except assessments for local improvements) for the period of the HUD mortgage, but no more than 40 years.

A payment in lieu of taxes of will be made to the City annually.  This amount represents 10% of annual shelter rents for the project, arrived at a by a formula established by HPD and HUD.  In addition, an amount equal to 25% of any annual increases in actual rents will be added, provided that such partial annual payment never exceeds 17% of contract rents or the amount that would otherwise be paid in the absence of any exemption.

