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EXECUTIVE SUMMARY

New York City furthers its social and economic objectives through a variety of programs. Some
programs are funded by direct governmental appropriations, while others are funded by reductions in
tax liability and are referred to as “tax expenditures.” This report, mandated by the New York City
Charter, identifies and describes tax expenditure programs related to taxes administered by the City and
provides tax expenditure estimates based on available data.

e Tax expenditures related to the Real Property Tax totaled $7.5 billion in FY 2023. Housing and
economic development-related incentives comprised 55 percent and 30 percent of Real Property Tax
expenditures, respectively. The five largest Real Property Tax expenditure programs accounted for
59 percent of the cost of annual Real Property Tax expenditures.

Five Largest FY 2023 NYC Real Property Tax Expenditure Programs

($ Millions)
Section 421-a $1,806
Industrial and Commercial Incentive/Abatement Program $842
NYC Housing Authority $732
Class Two Coop/Condo Partial Tax Abatement $656
Urban Development Corporation $413

e Business income and excise tax expenditures that could be quantified were valued at $1.1 billion.
Many of these programs are designed to foster economic development by, for example, reducing City
energy costs for eligible businesses or providing relocation incentives. The five largest business
income and excise tax expenditure programs accounted for 88 percent of the quantifiable cost of
annual business income and excise tax expenditures.

Five Largest NYC Business Income and
Excise Tax Expenditure Programs

($ Millions)
Insurance Corporation Non-Taxation $613
Business and Investment Capital Tax Limitation $161
Housing Development Fund Company Transfers $64
Special Lower Tax Rate on Capital of Cooperative Housing Corporations $63
Special Deduction in Determining ENI of Certain Banking Institutions $40

e City sales tax expenditures that could be quantified for Calendar Year 2019 were estimated at $5.4
billion. City-funded Personal Income Tax credits, reported for TY 2020, were worth $199 million.

This report is organized in six parts, covering tax expenditure programs by tax type. Parts 11 to \V cover
the main tax expenditure categories summarized above. Part VI summarizes public costs and benefits
related to private investment projects. Appendices provide supplemental information pertinent to City tax
expenditures and general descriptions of NYC taxes.
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PART |

INTRODUCTION

Definition of Tax Expenditures

Tax expenditures are deviations from the basic tax structure that reduce taxes for specific taxpayers or
groups of taxpayers. They derive from provisions of the tax law that provide special exclusions,
exemptions, deductions, credits, preferential rates of tax, or deferrals of tax liability. Tax expenditures
have traditionally been used to alter the distribution of the tax burden and to create incentives for
taxpayers to change economic behavior. They provide economic benefits and are often used as
alternatives to direct governmental allocations.

The definition of a normal tax structure and identification of specific tax expenditures is subjective and
controversial. Some recommend that tax expenditures be defined as inclusively as possible,
encompassing all deductions or credits that reduce the taxable base from 100 percent of income and
wealth. Others recommend a narrower definition, focused on targeted measures that provide
preferential treatment. This latter approach assumes that the definition of the taxable entity and the
general rate schedule are part of the “normal” tax system.

This report utilizes the more targeted approach. In accordance with City Charter requirements, it
identifies provisions of City-administered taxes that are intended to confer special tax benefits. This
approach focuses on the information needed for local policy evaluation and public accountability. A
provision of the tax law is considered a tax expenditure if the following conditions are met:

1. City-Specific: The tax expenditure derives from a tax administered by the City, or by the State on
behalf of the City.

2. Targeted Preference: The tax provision is “special” in that it is targeted to a narrow class of
transactions or taxpayers.

3. Clear Exception: The tax provision is a clear exception to a general provision of tax law.

Tax expenditures targeted to commercial entities for the purpose of preserving or promoting economic
growth, reinvigorating commercial retail business areas, or improving employment opportunities for
local residents, are referred to as economic development or commercial tax expenditures.

Tax exemptions provided to government entities and to non-profit organizations that serve the public
at large are not included as City tax expenditures because such exemptions are routinely granted by
states and municipalities and generally reflect conformity with federal law.

Reporting Requirements

The federal government and most states, including New York, produce tax expenditure reports to help
policy makers evaluate the impact of tax benefit programs. Section 240 of the New York City Charter
mandates an annual City tax expenditure report that includes:

* acomprehensive list of City-specific tax expenditures;
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* the citation of legal authority and the objectives and eligibility requirements of each tax
expenditure;

» data (as available) on the number and kinds of taxpayers that benefit from City tax expenditure
programs and the total value of these programs;

» data on the number and kinds of taxpayers that carry forward tax benefits to future years and the
total value of these carryforwards;

* data (as available) on the economic and social impact of City tax expenditure programs; and
* alistand summary of all evaluations and audits of City tax expenditure programs.

The text of NYC Charter Section 240 appears in Appendix I.
The FY 2023 Annual Report on Tax Expenditures

Parts 1l and 111 of this report cover tax expenditures related to the following City-administered taxes:
Real Property Tax, Business Corporation Tax, General Corporation Tax, Banking Corporation Tax,
Commercial Rent Tax, Real Property Transfer Tax, Unincorporated Business Tax, and Utility Tax. Part
I1, which covers the Real Property Tax, includes programs that exist throughout New York State and
others that are granted by means of public authorities. Tax expenditures related to the State-
administered Mortgage Recording Tax are included in Part I1l. Tax expenditures derived from the
Sales and Use Tax and Personal Income Tax, both City taxes administered by the State, are discussed
in Parts IV and V, respectively. Part VI summarizes public costs and benefits related to private
investment projects. Appendices provide additional information, including a list of economic
development tax expenditures and supplemental statistical data for Real Property Tax expenditures.

Reporting Period

Data provided in this report relate to various periods as indicated in the following table.

Tax Period Reported (except where stated otherwise)

Real Property Tax City Fiscal Year 2023 (July 1, 2022 - June 30, 2023); same as Tax Year 2023
Based on the final assessment roll except where stated otherwise

Business Income Taxes Tax Year 2019 (returns with a start date between January 1, 2019 and
December 31, 2019)

Commercial Rent Tax Tax Year 2021 (June 1, 2020 - May 31, 2021)

Utility Tax Tax Year 2021 (January 1, 2021 - December 31, 2021)
Real Property Transfer Tax Tax Year 2021 (January 1, 2021 - December 31, 2021)
Sales and Use Taxes Calendar Year 2019

Personal Income Tax Tax Year 2020 (January 1, 2020 - December 31, 2020)
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Data Estimates

Estimates are derived from Department of Finance data except where noted otherwise. Data for
payments in lieu of taxes (PILOTS) are based on Department of Finance data and information provided
by the City’s Office of Management and Budget. Tax expenditure estimates are a direct mathematical
calculation of the tax revenue foregone! unless stated otherwise. Estimates are not intended to represent
the potential revenue gain for the City if the expenditure were eliminated. For example, the absence of
a tax expenditure item may lead taxpayers to take advantage of other tax relief programs. In certain
cases, the elimination of a tax expenditure item may even result in a revenue loss if the benefit had been
stimulating other taxable economic activity. The data provided in this report do not account for the
effect of tax expenditures on the economic behavior of taxpayers or on the City’s overall economy.
Additional information regarding tax expenditure estimates is provided as needed in the individual
sections of the report and program descriptions.

Dollar values in this report are generally expressed in millions or billions, rounded to one or two
decimal positions. Sums of these rounded values may not precisely total the individual components
because sums are computed using the full values.

1 For purposes of the Real Property Tax, the calculation assumes that the City would have sufficient authority under the New
York State Constitution’s tax limit to levy the tax if property tax exemptions were eliminated.

3
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PART I

REAL PROPERTY TAX EXPENDITURES

Overview

The City’s Real Property Tax, its single largest revenue source, is expected to raise $31.3 billion, or 46
percent of total tax revenue, in FY 2023. Real Property Tax programs provided $7.5 billion in benefits
through 986,462 exemptions and abatements, including 367,903 homeowner rebates. Exemptions
provide relief through a reduction in taxable assessed value while abatements reduce Real Property Tax
liability through a credit.

The City’s property tax programs can generally be categorized as: (1) building-wide incentives for
spurring construction; or (2) tax relief to individual homeowners or tenants. The City derives its authority
for providing Real Property Tax expenditures from a variety of New York State laws, provisions in the
City Charter, the City Administrative Code, and agency regulations. Sunset dates are included for many
programs to allow for periodic review of continuing need and, if necessary, to institute revisions in the
law. Annual reports are mandated for some programs. Tax expenditures are largely granted and
administered by various City agencies. The City also uses State-wide programs and public agencies to
provide housing and economic development incentives to the local real estate market.

The School Tax Relief (STAR) program does not qualify as a local tax expenditure because the State
bears the cost of the program. Consequently, the STAR program is excluded from this report.

Tax Expenditure Purposes
Property tax expenditures support residential, commercial, and individual assistance programs.
Residential

Housing benefits comprised 55 percent of property tax expenditures, with a value of $4.1 billion in FY
2023. Various programs provide incentives for new construction or rehabilitation of small homes
and/or multi-family buildings. Some programs are combined with additional financial assistance to
target benefits for low- and middle-income housing. Several housing programs vary benefits based on
geographic criteria. The exemption benefits granted to residential properties are frequently extended to
commercial space within the same building. The single largest residential tax expenditure program is
the Section 421-a program, with 207,150 units and a value of $1.8 billion.

Commercial

The value of commercial incentives was $2.3 billion, or 30 percent of total property tax expenditures.
Total benefits comprised 16,587 exemptions and 4,124 abatements. Properties assisted by the
commercial programs range from hotels, retail space, and office buildings to properties involved in
manufacturing and distribution activities, such as factories and warehouses. The programs frequently
provide more extensive benefits to industrial construction and renovation.
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Individual Assistance

Individual assistance totaled $1.1 billion. The objective is generally to offset part of the property tax
for certain homeowners and renters so that they may afford to continue to stay in their homes. Some
programs specifically target vulnerable populations, such as senior citizens, disabled persons, and
veterans. The largest individual assistance program, the Class Two Cooperative and Condominium
Partial Tax Abatement, reduced the FY 2023 tax bills of 309,265 homeowners by $656 million. Senior
citizens and the disabled received benefits through various programs worth $343 million. Qualified
homeowners received a rebate of up to $150, worth $55 million in aggregate, in FY 2023.

Figure 1
Real Property Tax Expenditures by Purpose
FY2023

Total: $7,535.6 million

Other
$58.7m (1%)

Individual
$1,092.7m (15%)

Residential
$4,124.4m (55%)

Commercial
$2,259.8m (30%)
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Tax Expenditure Sources

The major sources of tax expenditures include City and State programs and public agencies. Various State
programs are included in this report since the City administers the related exemptions and these programs
serve as channels for housing and economic development incentives in the City (see Figure 2, next page).

City Programs

This category includes local incentives granted directly by the City for housing, commercial
development, and individual assistance, and state programs in which participation is at the discretion
of the locality. These tax expenditures totaled $4.6 billion, or 61 percent of all property tax
expenditures. Residential incentives accounted for 54 percent of City program expenditures and were
valued at $2.5 billion. The remaining tax expenditures were distributed fairly evenly between
commercial and individual assistance programs.

State Programs

These are predominantly residential programs that have many of the same goals as the City programs
but are not exclusive to City taxpayers. For these programs, the net tax expenditure is displayed after
deducting payments in lieu of taxes (PILOTS) and shelter rent. Of the total $736 million of property
tax expenditures in this category, 91 percent was granted to low- and middle-income housing, with the
single largest portion going to Special Incentive Programs.

Public Agencies

Although tax exemptions are granted to all public authorities, the exempt properties included in this
report benefit certain taxpayers rather than the public at large. The agencies include the City’s Industrial
Development Agency, the New York City Housing Authority, the State Urban Development
Corporation and the regional Port Authority of New York and New Jersey. Commercial and industrial
projects accounted for $1.2 billion of the $2.2 billion in tax expenditures attributable to public agencies.
The New York City Housing Authority accounted for 72 percent of the $996 million spent by public
agencies on residential programs.
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Figure 2
Real Property Tax Expenditures by Source
FY 2023

Total: $7,535.6 million
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Detailed Program Descriptions

The following provides information on tax expenditures within the Real Property Tax. Table 1 lists
City programs, with a distribution by borough in Table 2. Similarly, Table 3 covers state programs,
with borough analysis in Table 4. Public Agencies are reviewed on a citywide basis in Table 5, with
borough analysis in Table 6. Terms are described below.

Number of Exemptions: This column provides the number of exemptions under each program. Certain
properties may be eligible for more than one exemption, such as the Veterans and Senior Citizen
exemptions. As a result, the number of exemptions may not match the number of parcels receiving
exemptions.
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Exempt Assessed Value: Exemptions exclude from the tax rolls a portion of the assessed value,
whether the result of new construction (for example, the Industrial and Commercial Incentive Program)
or tax relief programs targeted to individuals (Senior Citizen Homeowner Exemption). Prior to the FY
2020 report, when the taxable actual assessed value (defined as: actual AV minus actual exempt value)
equaled the taxable transitional assessed value (defined as: transitional AV minus transitional exempt
value), the actual exempt value was reported. Beginning with the FY 2020 report, if the taxable actual
AV and taxable transitional AV are equal, the transitional exempt AV is reported.

When a program provides an abatement of property taxes, this column is marked “N/A” and the value
of the abatement can be found in the column marked “Tax Expenditures.”

Tax Expenditures:

Exemptions: For exemption programs, expenditures were determined by applying the appropriate tax
rates to the exempt values in each category. Exemption categories were analyzed to determine the
amount of exemption attributable to each of the City’s four tax classes.

Abatements: Abatement benefits are direct dollar offsets to property tax liability. They are often based
upon factors that are unrelated to assessed values. For example, an abatement granted to a landlord
under the SCRIE program is based upon the cumulative amount of rent increases not collected from
eligible senior citizen renters living in the apartment building.

Residential/Commercial: The number of exemptions, exempt assessed value, and tax expenditure are
further detailed between residential and commercial use. The residential category includes those
properties designated as tax class one or two. The commercial category includes all others, including
properties that combine residential and commercial use.

Gross Tax Expenditures: Gross tax expenditures are determined by applying the appropriate tax rates
to the exempt values, using the same methodology that was applied for Tax Expenditures but not
accounting for any offsetting revenues.

Payments in Lieu of Taxes (PILOTSs): Although exempt from taxation, certain properties may be
contractually obligated to make payments to the City. Additionally, certain housing programs require
payment of taxes based on a shelter rent formula, defined as gross rent less utility costs. Though
available by exemption, this information may not be currently available by property type.

Net Tax Expenditures: These values are determined by reducing the gross tax expenditures by
applicable PILOTs. Tax abatements, which are credits used to reduce tax liability (rather than
assessment reductions), are included in this column.
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Table 1
CITY PROGRAMS
REAL PROPERTY TAX EXPENDITURES
Fiscal Year 2023

Number of Exempt Tax
Program Exemptions Assessed Value® Expenditure
& Abatements ($ millions) ($ millions)
HOUSING DEVELOPMENT 113,203 20,306.7 2,541.9
J-51 Exemption 20,071 1,745.6 214.3
Residential 20,066 1,744.3 214.2
Commercial 5 13 0.1
J-51 Abatement 27,251 N/A 52.0
Residential 27,243 N/A 52.0
Commercial 8 N/A 0.0
421-a, New Multiple Dwellings (Pre-2016) 59,684 12,384.0 1,518.9
10-year exemption 1,057 185.8 22.7
15-year exemption 37,337 4,236.0 5225
20-year exemption 2,547 3,988.3 484.4
25-year exemption 18,743 3,974.0 489.2
Residential 48,542 11,764.8 1,452.9
Commercial 11,142 619.2 65.9
421-a, Affordable NY Housing Program (2016 & Later) 786 2,366.1 287.4
20-year exemption e 136.0 16.7
35-year exemption 709 2,230.1 270.7
Residential 684 2,190.9 268.8
Commercial 102 175.3 18.7
HPD Division of Alternative Management 1,046 412.1 50.6
Sec. 421-g Lower Manhattan Conversion Exemption® 25 0.7 0.1
Sec. 421-g Lower Manhattan Conversion Abatement? 1,206 N/A 51
420-c, Low-income Housing3 2,443 3,398.1 395.1
Major Capital Improvement (MCI) Cost Abatement? 691 N/A 184

(continued)

1 When the program provides an abatement rather than an exemption, this column is marked "N/A".

2 The Lower Manhattan Conwversion program was enacted as part of the Commercial Revitalization Program.

3 The tax expenditure is net of PILOT payments of $16.3 million.
4 Revised FY22 expenditure for the MCI abatement was $4.5 million.
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Table 1 (continued)
CITY PROGRAMS
REAL PROPERTY TAX EXPENDITURES
Fiscal Year 2023

Number of Exempt Tax

Program Exemptions Assessed Value  Expenditure

& Abatements ($ millions) ($ millions)

INDIVIDUAL ASSISTANCE 832,236 1,310.3 1,092.7
Senior Citizen Homeowner Exemption (SCHE) 55,609 1,018.1 185.6
Low-Income Disabled Homeowner Exemption (DHE) 3,370 56.7 105
Senior Citizen Rent Increase Exemption(SCRIE)5 51,053 N/A 121.2
Disabled Person Rent Increase Exemption (DRIE)5 10,441 N/A 25.7
Veterans Exemption 33,903 234.3 38.2
Physically Disabled Crime Victims Exemption 6 0.1 0.0
Class Two Coop/Condo Partial Tax Abatement 309,265 N/A 656.1
Clergy Exemption 686 1.0 0.2
Homeowner Rebate® 367,903 N/A 55.2
ECONOMIC DEVELOPMENT 7,909 4,111.8 898.4
Industrial & Commercial Incentive Program 3,968 3,713.2 399.0
Industrial & Special Commercial 676 198.2 21.2

All Other Commercial Projects 3,292 3,515.0 377.7

Industrial & Commercial Abatement Program® 3,460 N/A 442.6
Other Commercial & Industrial Programs 481 398.6 56.9
Major League Sports Facilities 1 398.6 42.4
Commercial Expansion Program 291 N/A 101
Commercial Revitalization Program 189 N/A 4.3

OTHER 17,904 308.8 58.7
Cooper Union/Chrysler Building 4 308.7 28.2
"Green Roof" Abatement 0 N/A 0.0
Solar Electric Generating System Abatement 17,899 N/A 305
Solar, Wind or Farm Waste Energy System Exemption 1 0.1 0.0
TOTAL: CITY PROGRAMS 971,252 26,037.6 4,591.7
Total Residential 101,946 19,510.9 2,457.2
Total Commercial/ndustrial 19,166 4,907.6 983.2
Total Individual Assistance 832,236 1,310.3 1,092.7
Other 17,904 308.8 58.7

5 Data as of January, 2023.
6 The 3,460 ICAP abatements represent 2,631 unique parcels.
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Table 2
REAL PROPERTY TAX EXPENDITURES BY BOROUGH
Fiscal Year 2023

Program

CITYWIDE MANHATTAN THE BRONX
Number of Tax Number of Tax Number of Tax
Exemptions Expenditure Exemptions Expenditure Exemptions Expenditure

& Abatements ($ millions) & Abatements ($ millions) & Abatements ($ millions)

HOUSING DEVELOPMENT PROGRAMS 113,203 2,541.9 15,599 1,007.0 31,680 317.8
J-51 Exemption 20,071 214.3 1,948 79.2 13,201 711
J-51 Abatement 27,251 52.0 3,405 9.9 14,851 16.6
421-a, New Multiple Dwellings (Pre-2016) 59,684 1,518.9 7,535 611.2 2,434 65.9
421-a, Affordable NY Housing Program (2016 & Later) 786 287.4 92 148.5 108 20.2
HPD Division of Alternative Management 1,046 50.6 580 37.3 225 5.6
Sec. 421-g Lower Manhattan Conversion Exemption 25 0.1 25 0.1 0 0.0
Sec. 421-g Lower Manhattan Conversion Abatement 1,206 51 1,206 51 0 0.0
420-c, Low-Income Housing 2,443 395.1 654 112.6 687 134.9
Major Capital Improvement (MCI) Cost Abatement 691 184 154 31 174 35
INDIVIDUAL ASSISTANCE PROGRAMS 832,236 1,092.7 223,862 562.3 69,931 55.1
Senior Citizen Homeowner Exemption (SCHE) 55,609 185.6 2,727 15.4 4,053 10.4
Low-Income Disabled Homeowner Exemption (DHE) 3,370 10.5 157 0.7 314 0.8
Senior Citizen Rent Increase Exemption (SCRIE) 51,053 121.2 16,781 43.2 8,778 16.1
Disabled Person Rent Increase Exemption (DRIE) 10,441 25.7 3,136 7.9 2,445 4.8
Veterans Exemption 33,903 38.2 3,144 9.1 2,678 2.4
Phys. Disabled Crime Victims Exemption 6 0.0 1 0.0 0 0.0
Co-op/Condo Abatement 309,265 656.1 157,995 479.8 15,290 15.0
Clergy Exemption 686 0.2 8 0.0 32 0.0
Homeowner Rebate 367,903 55.2 39,913 6.0 36,341 5.4
ECONOMIC DEVELOPMENT PROGRAMS 7,909 898.4 596 221.6 912 114.8
Industrial & Commercial Incentive Program 3,968 399.0 164 48.4 495 63.6
Industrial & Commercial Abatement Program 3,460 442.6 240 126.5 398 50.5
Major League Sports Facilities 1 42.4 1 42.4 0 0.0
Commercial Expansion Program 291 10.1 2 0.0 19 0.6
Commercial Revitalization Program 189 4.3 189 4.3 0 0.0
OTHER 17,904 58.7 78 28.4 1,864 34
Cooper Union/Chrysler Building 4 28.2 4 28.2 0 0.0
"Green Roof" Abatement 0 0.0 0 0.0 0 0.0
Solar Electric Generating System Abatement 17,899 30.5 74 0.2 1,864 3.4
Solar, Wind or Farm Waste Energy System Exemption 1 0.0 0 0.0 0 0.0
TOTAL: CITY PROGRAMS 971,252 4,591.7 240,135 1,819.2 104,387 491.0

(continued)
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Table 2 (continued)
CITY PROGRAMS

REAL PROPERTY TAX EXPENDITURES BY BOROUGH
Fiscal Year 2023

BROOKLYN QUEENS STATEN ISLAND
Number of Tax Number of Tax Number of Tax

Exemptions Expenditure Exemptions Expenditure Exemptions Expenditure

& Abatements ($ millions) & Abatements ($ millions) & Abatements ($ millions)

HOUSING DEVELOPMENT PROGRAMS 44,690 862.8 20,909 337.8 325 16.6
J-51 Exemption 4,528 49.4 388 11.0 6 37
J-51 Abatement 6,928 16.2 2,050 8.2 17 11
421-a, New Multiple Dwellings (Pre-2016) 31,289 563.9 18,144 2723 282 55
421-a, Affordable NY Housing Program (2016 & Later) 514 105.3 68 131 4 0.2
HPD Division of Alternative Management 235 7.6 6 0.0 0 0.0
Sec. 421-g Lower Manhattan Conversion Exemption 0 0.0 0 0.0 0 0.0
Sec. 421-g Lower Manhattan Conversion Abatement 0 0.0 0 0.0 0 0.0
420-c, Low-Income Housing 1,033 117.1 55 246 14 6.0
Major Capital Improvement (MCI) Cost Abatement 163 33 198 8.6 2 0.0
INDIVIDUAL ASSISTANCE PROGRAMS 179,301 179.2 286,412 253.6 72,730 42.6
Senior Citizen Homeowner Exemption (SCHE) 15,247 50.4 26,003 87.4 7,579 22.0
Low-Income Disabled Homeowner Exemption (DHE) 827 2.6 1,311 4.1 761 2.2
Senior Citizen Rent Increase Exemption (SCRIE) 14,364 33.1 10,797 28.1 333 0.6
Disabled Person Rent Increase Exemption (DRIE) 3,083 7.6 1,715 5.2 62 0.2
Veterans Exemption 6,859 6.6 13,555 12.8 7,667 7.2
Phys. Disabled Crime Victims Exemption 2 0.0 1 0.0 2 0.0
Co-op/Condo Abatement 49,345 65.4 83,791 935 2,844 2.4
Clergy Exemption 338 0.1 256 0.1 52 0.0
Homeowner Rebate 89,236 13.4 148,983 223 53,430 8.0
ECONOMIC DEVELOPMENT PROGRAMS 3,246 259.1 2,751 267.9 404 35.1
Industrial & Commercial Incentive Program 1,635 110.5 1,412 164.7 262 11.8
Industrial & Commercial Abatement Program 1,451 143.9 1,233 98.7 138 23.0
Major League Sports Facilities 0 0.0 0 0.0 0 0.0
Commercial Expansion Program 160 48 106 44 4 0.3
Commercial Revitalization Program 0 0.0 0 0.0 0 0.0
OTHER 4,263 75 7,913 13.1 3,786 6.4
Cooper Union/Chrysler Building 0 0.0 0 0.0 0 0.0
"Green Roof" Abatement 0 0.0 0 0.0 0 0.0
Solar Electric Generating System Abatement 4,263 75 7,912 13.0 3,786 6.4
Solar, Wind or Farm Waste Energy System Exemption 0 0.0 1 0.0 0 0.0
TOTAL: CITY PROGRAMS 231,500 1,308.6 317,985 872.3 77,245 100.6

13
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J-51 Program (Residential Alterations and Rehabilitation)

Citation

NYS Real Property Tax Law, Section 489; NYC Administrative Code, Section 11-243
Policy Objective

Encourage the rehabilitation of existing residential structures by providing tax exemptions and
abatements.

Description

J-51 benefits vary based on government involvement in the rehabilitation of the property, its
location, and the extent and nature of the improvement.

Government-assisted projects receive enriched benefits, including a tax exemption for 34 years
(30 years at full exemption followed by a four-year period of declining exemption) on the
increase in assessed value due to renovation or rehabilitation, and an abatement that may equal
the actual claimed cost, applied at a rate of 12.5 percent annually, for up to 20 years.
Rehabilitation of formerly City-owned buildings receiving substantial government assistance
through a program for affordable housing may also receive a 34-year exemption and an
abatement of up to 150 percent of the reasonable cost of rehabilitation. In 1993, these enriched
exemption and abatement benefits were extended to conversions of class A multiple dwellings
and rehabilitation of class A buildings that are not entirely vacant, pursuant to the above
conditions.

Properties that undergo renovations that qualify as Major Capital Improvements, such as the
replacement of heating, plumbing or roofing systems, installation of new windows, or exterior
and parapet wall repointing, may receive an exemption for 14 years (10 years at full exemption
followed by a four-year period of declining exemption). EXisting taxes may be abated for up to
90 percent of the reasonable cost of rehabilitation, at a rate of 8'5 percent per year, for as long as
20 years. Buildings in designated areas of Manhattan below 96th Street are eligible for
abatement of taxes on the building assessment, not the land, up to $2,500 per unit. Moderate
rehabilitation projects, where there is a significant improvement to at least one major building-
wide system, receive a 34-year tax exemption and an abatement of no more than 20 years for up
to 100 percent of the reasonable cost. A major requirement is that the property remains
substantially occupied during the rehabilitation.

Rental units must remain under rent regulation during the benefit period. Benefits are also
available to cooperatives, condominiums, and Mitchell-Lama housing, with some limitations.

A 2013 legislative enactment added restrictions on benefits for certain projects completed on or
after December 31, 2011:

1. With some exceptions, J-51 benefits will not be allowed for alterations or improvements

to cooperative or condominium buildings with an average unit assessed value of $30,000
or more unless the work was carried out with substantial governmental assistance. Under
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later legislation, the $30,000 ceiling was raised to $32,000, as further increased by rises
in the cost-of-living percentage. However, the new ceiling cannot exceed $40,000.

2. No benefits will be granted for the conversion of a non-residential building into a Class
A multiple dwelling unless the conversion was carried out with substantial governmental
assistance.

In 2022, the City Council, acting on state legislative authorization, adopted a local law that
extended the deadline for completing projects to qualify for J-51 benefits to June 29, 2022. Any
work completed after that date is not currently eligible for J-51 benefits.

Recipients of J-51 abatements or exemptions are ineligible for benefits under Sections 420-c,
421-a, and 421-g of the NYS Real Property Tax Law and may not participate in the Industrial
and Commercial Abatement Program or the Industrial and Commercial Incentive Program.
Moreover, recipients of J-51 exemptions are ineligible for the Class 2 Cooperative and
Condominium Partial Tax Abatement under Section 467-a of the NYS Real Property Tax Law.

Distributional Information
The J-51 program provided 20,071 exemptions and 27,251 abatements to 341,828 units. The
exempt assessed value of these properties was $1,745.6 million. This total exempt value was

distributed according to property type as shown in the table below. Additional distributional
information appears in Appendix I11.

J-51 Benefits by Property Type

Exemptions Abatements
Exempt

Property Type Units Assessed Value Units Abatement
1 - 3 Family 0.2% 0.2% 0.1%
Condos 18.6% 20.5% 5.5% 12.1%
Co-ops 8.0% 6.5% 47.7% 24.7%
Rentals 72.4% 72.2% 46.6% 61.6%
Mixed Use 0.7% 0.7% 0.2%

100.0% 100.0% 100.0% 100.0%

Tax Expenditure

$266.3 million; consists of $214.3 million in exemption-related and $52.0 million in abatement-
related tax expenditures.
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Section 421-a (New Multiple Dwellings/Affordable NY Housing Program)

Citation

NYS Real Property Tax Law, Section 421-a; NYC Administrative Code, Sections 11-245, 11-
245.1,11-245.1-a and 11-245.1-b

Policy Objective

Promote construction of multi-family residential buildings with at least three dwelling units by
providing a declining exemption on the new value created by the improvement.

Description

The Section 421-a Program is used to promote multi-family residential construction by providing
a declining exemption on the new value created by the improvement. The program has been
amended since its initial enactment in the early 1970’s to expand benefits based on location and
other qualifying conditions, which include: (a) substantial government assistance; (b) at least 20
percent of the units must be reserved for low- and moderate-income occupants; or (c)
participation in the lower-income housing production program. All projects are eligible for
exemption during the construction period, but not exceeding three years.

Depending on the area of the City in which the project is located, the date construction
commenced and other factors, the project may qualify for a 10-year, 15-year, 20-year, or 25-year
exemption following the construction period exemption. Each exemption begins with a period
of full exemption on the assessed value of the new construction followed by a period during
which the exemption is phased out. Through local legislative action, the City may limit benefits
in certain situations.

In 2013, special legislation was enacted to allow 421-a benefits for projects constructed on
specifically designated blocks and lots in high density districts of Manhattan where benefits were
formerly not permitted, provided the developers meet certain requirements regarding the
availability of affordable housing and comply with other statutory conditions. The parcels in
guestion are lots 13 and 14 of block 51, lots 17, 18 and 21 of block 90, lots 7, 8, 10, 11, 57 and
111 of block 1010, lots 33, 34 and 35 of block 1259, and lot 10 of block 123.

In 2014, special legislation was enacted to allow 421-a benefits for a project in the Bronx
consisting of unsubsidized dwellings with fewer than four units, provided certain conditions are
met. (Generally, multiple dwellings with fewer than four units are eligible for benefits only if
they are receiving governmental subsidies for the development of affordable housing.) The
project is located on lots 1667 through 1708 and 1801 through 1964 of block 3432.

Prior to 2015, otherwise eligible projects could qualify for 421-a benefits if construction
commenced before June 15, 2015. Under legislation enacted in 2015, the existing 421-a program
was extended to cover any project on which construction is commenced not later than December
31, 2015, and completed on or before December 31, 2019. The owners of certain projects that
are currently receiving 421-a benefits are given the option of extending the exemption for 10 or
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15 years in return for agreeing to preserve existing affordable units and provide additional
affordable units during the extended period.

The 2015 legislation also established a new 421-a exemption program for projects on which
construction commenced after December 31, 2015. However, because certain statutory
preconditions were not met, that program did not take effect.

In 2017, the name of the Section 421-a program was legislatively changed from New Multiple
Dwellings to the Affordable New York Housing Program, and a revised exemption program was
enacted for projects that commence construction between January 1, 2016, and June 15, 2022.
Residential projects looking to vest for 421-a benefits must have achieved a “commencement
date” on or before June 15, 2022, in order to potentially qualify for the exemption benefit and
must complete construction by June 15, 2026. The new program provides tax exemptions for 35
years to rental projects that include specified numbers of affordable housing units and satisfy
other requirements, including, in certain cases, the payment of specified minimum wages to
construction workers. Rental projects that qualify for an “enhanced” 35-year benefit receive a
100 percent tax exemption for 35 years following completion of construction. Projects that don’t
qualify for the enhanced 35-year benefit receive a 100 percent benefit for 25 years following
construction and an exemption equal to the percentage of affordable units during the final 10
years. (In addition, qualifying rental projects receive a 100 percent exemption during a
construction period of up to 3 years.) Qualifying cooperative and condominium projects, which
must be located outside of Manhattan and have no more than 35 units — referred to as
homeownership projects — are eligible for a 100 percent exemption during a construction period
of up to 3 years and for the following 14 post-construction years, and a 25 percent exemption
during the next 6 years. The homeownership exemption only applies, however, to the first
$65,000 of assessed value per unit. For additional information, please refer to
https://www1.nyc.gov/site/hpd/services-and-information/tax-incentives-421-a.page

Recipients of benefits under the 421-a program are ineligible for benefits from any other tax
expenditure program that applies to the NYC Real Property Tax.

The Section 421-a program is administered by the City’s Department of Housing Preservation
and Development.

Distributional Information

In FY 2023, the City provided 49,226 residential exemptions under Section 421-a. Rental
buildings received a large percentage of these exemptions. Overall, there were 207,150 units
receiving tax benefits with an exempt value of $14,750.2 million. This total exempt value was
distributed according to property type as shown in the table below. Additional distributional
information appears in Appendix Il1.
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421-a Benefits by Property Type

Exempt
Property Type Units  Assessed Value
1 - 3 Family 2.6% 0.8%
Condos 19.6% 20.8%
Co-ops 2.0% 1.9%
Rentals 67.5% 70.8%
Mixed Use 8.4% 5.7%
Total 100.0% 100.0%

Tax Expenditure

New Multiple Dwellings (for construction that began before 2016): $1,518.9 million

Affordable New York Housing Program (for construction that began in 2016 and later):

$287.4 million

Total: $1,806.3 million
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Division of Alternative Management Programs (DAMP), NYC Department of
Housing Preservation and Development

Citation

NYS Private Housing Finance Law, Section 577

Policy Objective

Return City-owned residential properties to private ownership.
Description

The Division of Alternative Management Programs of the NYC Department of Housing
Preservation and Development operates several programs that select alternative managers for
residential properties foreclosed by the City for nonpayment of taxes, with the goal of returning
these properties to the tax roll. These programs are known as the Community Management
Program (CMP), the Tenant Interim Lease Program (TILP), the Private Ownership and
Management Program (POMP), and the Urban Homesteading Program. These programs differ
in the kind of alternative manager they select. The properties are primarily coops owned by
Housing Development Fund Companies (HDFC). For additional information on HDFC-related
exemptions, please see the HDFC and Special Incentive Programs page later in the report.

The CMP selects not-for-profit community housing organizations to manage and upgrade
occupied City-owned residential buildings in their neighborhoods. The goal of the program is
to sell a building to its tenants as a low-income cooperative for $250 per unit.

The TILP helps organized tenant associations develop occupied City-owned buildings into
economically self-sufficient, low-income tenant-owned cooperatives. The program provides
training to the tenant associations, and the rental income is used to cover operating expenses,
repairs, and management fees.

The POMP provides private real estate firms an opportunity to manage, repair and eventually
purchase occupied City-owned buildings. Firms that pass an initial screening enter into a
contract with DAMP, which allocates community development funds and capital budget funds
to cover major repairs and the difference between operating costs and rent collections for the
first six months. After a year of successful management under City supervision, the building
may be sold to the private firm.

Under the Urban Homesteading Program, organized low- and moderate-income families with
construction skills can rehabilitate and purchase vacant buildings as low-income cooperatives.
Participants receive financial and technical assistance from the City.

Properties sold through DAMP receive certain Real Property Tax breaks on the residential
portion of the property for a forty-year period. For properties in the program in FY 1990, the
taxable assessed value of the residential portion is equal to $3,500 per dwelling unit. For
properties that have entered the program since FY 1990, the taxable assessed value per unit is
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subject to the terms of the applicable City Council resolution. Commencing July 1, 1990, and
applicable to all properties in the program, the taxable assessed value per dwelling unit is
subject to limited increases of 6 percent annually and 20 percent over any five-year period.
Any assessed value in excess of these amounts is fully exempt.

Recipients of benefits through DAMP are ineligible for benefits under Sections 420-c, 421-a,
421-g, 460 (Clergy Exemption), and 467-a (Class 2 Cooperative/Condominium Partial Tax
Abatement) of the NYS Real Property Tax Law and may not participate in the Industrial and
Commercial Abatement Program, the Industrial and Commercial Incentive Program, and
Urban Development Action Area Projects.

Distributional Information
In FY 2023, there were 1,046 DAMP exemptions on properties containing 21,486 units. The

total exempt assessed value was $412.1 million. These benefits were distributed by property
type as shown in the table below. More distributional information appears in Appendix I11.

DAMP Benefits by Property Type

Exempt
Property Type Units  Assessed Value
1 - 3 Family 0.0% 0.0%
Condos 0.0% 0.0%
Co-ops 79.8% 82.0%
Rentals 20.1% 17.8%
Mixed Use 0.1% 0.2%
Total 100.0% 100.0%

Tax Expenditure

$50.6 million
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Commercial Revitalization Program

Citation
NYS Real Property Tax Law, Sections 499a through 499h, and 421-g
Policy Objective

To spur economic activity by encouraging more productive use of older non-residential and
mixed-use buildings in Lower Manhattan.

Description

Enacted by the State Legislature in 1995 at the City’s request, the Commercial Revitalization
Program (CRP) provides Real Property Tax abatements and exemptions, Commercial Rent Tax
(CRT) special reductions, and energy subsidies to certain properties in Lower Manhattan. CRT
and energy components of the program are discussed on page 94 of this report.

Real Property Tax Abatement

The Real Property Tax abatement is granted under Sections 499a — 499h of the NYS Real
Property Tax Law for space that has been leased (new, renewal, or expansion lease) for office
or retail purposes. For leases with a term of five years or more, the abatement lasts five years.
In years one, two and three, the abatement is equal to the tax liability per square foot, not to
exceed $2.50 per square foot, for all leases commencing on or after April 1, 1997. The
abatement for years four and five is equal to two-thirds and one-third, respectively, of the
abatement initially granted. The program also provides a more limited abatement for leases
with a minimum term of three years but less than five years. The abatement in the initial year
equals the tax liability per square foot, but not exceeding $2.50 per square foot. In years two
and three, the abatement is equal to two-thirds and one-third, respectively, of the abatement in
the initial year. The minimum three-year lease term is an option available only to tenants who
employ no more than 125 people at the eligible premises. Tenants employing more than 125
people must sign leases with a minimum term of 10 years.

The program has other eligibility requirements:

e  The space leased must be in a non-residential or mixed-use building constructed prior to
1975 and located in the statutorily designated Abatement Zone.

e  There are mandatory minimum required expenditures for tenant improvements and/or
common areas.

e  Pursuant to an amendment enacted in 2020, the lease must be signed within the eligibility
period that will end March 31, 2024. Additionally, the benefit period cannot extend
beyond March 31, 2030.

In 2006, the program was extended to private elementary or secondary school premises.
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Section 421-g Lower Manhattan Conversion of Non-Residential Buildings to Residential
Use

Enacted through Section 421-g of the NYS Real Property Tax Law, this program provides a
Real Property Tax exemption on the increase in assessed value due to conversion of non-
residential buildings to residential use and an abatement of existing property taxes. To qualify
for tax benefits, the building must be in the statutorily defined Lower Manhattan Abatement
Zone and a permit for conversion must be issued between July 1, 1995, and June 30, 2006. If,
after conversion, more than 12 percent of the building’s aggregate floor area consists of
commercial, community facility and accessory use space, the exemption and abatement will be
reduced by the difference between the percentage of space so used and 12 percent. If more
than 25 percent of the aggregate floor space is used for commercial, community facility or
accessory use, the exemption and abatement will be revoked. For the purpose of this statute,
“accessory use space” will be deemed not to include home occupation or accessory parking
space located not more than 23 feet above the curb level. Notwithstanding any other provision
of State or local law relating to rent stabilization, the rents of dwelling units in an eligible
building are subject to control while the building is receiving a tax exemption and/or abatement.

The program provides a tax exemption for 12 years, including the first eight years at 100
percent. In the remaining four years, the exemption percentage declines at a rate of 20
percentage points in each year. The tax abatement is granted for 14 years. In the first ten years
the abatement is equal to the property’s taxes in its first year of participation in the program.
In years 11 through 14 of the abatement period, the abatement percentage is reduced by 20
percentage points each year. If the property has been designated as a landmark prior to
completion of conversion, the exemption and abatement periods are extended to 13 years and
15 years, respectively. The 100 percent exemption period is extended to nine years and the full
abatement period is extended to 11 years.

Participants are ineligible for benefits from any other tax expenditure program that applies to
the NYC Real Property Tax.

Tax Expenditure

Real Property Tax Abatement: $4.3 million

Section 421-g Lower Manhattan Conversion of Non-Residential Buildings to Residential Use:
$5.2 million ($0.1 million exemption-related, $5.1 million abatement-related)
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Commercial Expansion Program
Citation
NYS Real Property Tax Law, Sections 499aa through 499hh
Policy Objective

To encourage businesses to locate in Manhattan north of 96" Street, the midtown Special
Garment Center District, or the other four boroughs of NYC.

Description

The program provides a Real Property Tax reduction for space that has been leased (new,
renewal, or expansion lease) for commercial, office, or industrial purposes within Expansion
Areas, which include all manufacturing districts and most commercial areas outside
Manhattan’s Central Business District.! The tax abatement is passed through to the tenant as a
reduction in rent. The program excludes any space occupied or used for retail, hotel, or
residential purposes.

To be eligible, the premises must be in a non-residential or mixed-use building with a minimum
aggregate floor area of 25,000 square feet. The building and the premises must meet statutory
deadlines concerning completion of construction and lease commencement date. Finally, the
program requires minimum improvements to the premises, varying by the length of the lease
and the number of employees that will be located at the premises.

The tax benefits and structure of this program are the same that apply to commercial leases in
Lower Manhattan under the Commercial Revitalization Program. Qualifying leases with a
term of five years or more are eligible for a five-year tax abatement while qualifying leases
with a term of at least three years but less than five years are eligible for the three-year benefit.

Under legislation enacted in 2005, the program was liberalized to promote manufacturing and
industrial activity within the Expansion Areas as well as in the Manhattan Special Garment
Center District, as defined in the City’s zoning resolution. “Industrial and manufacturing
activities” are defined as activities involving the assembly of goods to create a different article,
or the processing, fabrication, or packaging of goods. A qualifying firm that enters into a lease
for three years or more on or after July 1, 2005, is eligible for a tax abatement/rent reduction
for up to 120 months. Space in any non-residential or mixed-use building can qualify for the
benefit, regardless of the building’s size or when it was constructed. Other program conditions
have also been eased for qualifying firms, including those related to expenditures for building
improvements and employment levels. In 2006, amendments modified and clarified the 2005
changes. Under 2020 legislation, the end of the eligibility period has been extended from June
30, 2021, to June 30, 2024.

! Starting with this year’s report, the Commercial Expansion Program is described in more narrow terms
consistent with the enacting legislation. Programs with overlapping objectives, such as the Industrial and
Commercial Incentive Program/Industrial and Commercial Abatement Program and the Relocation Employment
and Assistance Program that were previously cited on this page are now presented separately.
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Tax Expenditure

$10.1 million
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Section 420-c (Low-Income Housing Exemption)

Citation

NYS Real Property Tax Law, Section 420-c

Policy Objective

Assist nonprofit organizations in providing affordable housing for low-income tenants.

Description

Enacted in 1993, the §420-c program provides a 100 percent exemption from Real Property
Taxes for qualifying low-income housing located in NYC. Under 2004 legislation, and
applicable to exemption applications approved on or after September 28, 2004, the exemption
generally applies to property owned by an entity wholly controlled by a charitable or social
welfare organization recognized as exempt under the U.S. Internal Revenue Code, where the
property provides housing accommaodations to persons and families of low income, participates
in or has participated in the federal low-income housing tax credit program, and is subject to a
regulatory agreement with the City’s Department of Housing Preservation and Development.
The exemption terminates upon the expiration or termination of the regulatory agreement.
Applications approved prior to September 28, 2004, were subject to different ownership and
certain other requirements.

Recipients of benefits under the 420-c program are ineligible for benefits from any other tax
expenditure program related to the NYC Real Property Tax.

Distributional Information
In FY 2023, there were 2,443 Section 420-c exemptions on properties containing 86,727 units.
The total exempt assessed value was $3,398.1 million. Rentals accounted for 95 percent of all

units and most of the other units were devoted to uses such as adult care facilities and homes
for the indigent. Appendix I11 has additional distributional information.

420-c Benefits by Property Type

Exempt
Property Type Units  Assessed Value
1 - 3 Family 0.1% 0.1%
Co-ops 1.1% 1.0%
Rentals 95.0% 90.6%
Mixed Use 3.8% 8.3%
Total 100.0% 100.0%
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Tax Expenditure (net after PILOTS)

$395.1 million

26



Real Property Tax

Major Capital Improvement (MCI) Cost Abatement

Citation
Chapter 20 (Part A, 8§ 65), NYS Laws of 2015
Policy Objective

Help compensate landlords of rent-regulated buildings for economic losses resulting from the
lengthening of the period for amortizing major capital improvement costs.

Description

In connection with various amendments in 2015 to the City’s rent control and rent stabilization
laws, the period during which a landlord can amortize or recoup the cost of building-wide major
capital improvements (MCIs) through increased apartment rents has been increased from seven
years to eight years in the case of a building with no more than 35 units or nine years in the
case of a building with more than 35 units. Landlords affected by this change are eligible to
receive a Real Property Tax abatement equal to 50 percent of the economic loss attributable to
the extended amortization period. Such economic loss is determined by multiplying the total
approved cost of the major capital improvement by a fraction whose numerator is the increase,
measured in months, in the amortization period (12 or 24 months) and whose denominator is
the total number of months in the new amortization period (96 or 108 months). The abatement
applies only during the City fiscal year following the approval of an application for abatement
by the NYC Department of Finance, and no part of the abatement can be carried over to any
subsequent fiscal year.

The legislation became effective June 2015.
Tax Expenditure

$18.4 million
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Rehabilitation of Single-Room Occupancy Housing

Citation

NYS Real Property Tax Law, Section 488-a; NYC Administrative Code, Section 11-244
Policy Objective

Encourage the rehabilitation of existing single-room occupancy housing units.

Description

Dating back to 1980, this program is designed to encourage the rehabilitation of multiple
dwellings used for single-room occupancy by providing tax exemption and abatement for
eligible improvements to a qualifying building. Eligible improvements include the upgrading
or replacement of heating systems, electrical systems, elevators, plumbing, sprinklers, fire
escapes and roofing, and other work necessary to meet code requirements. Qualifying
buildings can receive tax exemption for 32 years on any increase in assessed value that results
from eligible improvements, and an annual tax abatement, for up to 20 years, equal to 12%
percent of the reasonable cost of eligible improvements as certified by the Department of
Housing Preservation and Development. The annual abatement cannot exceed the taxes
otherwise payable for the year, and the total abatement cannot exceed the lesser of (a) 150
percent of the certified reasonable cost or (b) the actual cost of the eligible improvements.

This program has been extended periodically, most recently to eligible improvements
commenced before December 31, 2019, and completed within 36 months of commencement.

Tax Expenditure

None
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Senior Citizen Homeowner Exemption (SCHE)

Citation

NYS Real Property Tax Law, Section 467; NYC Administrative Code, Section 11-245.3
Policy Objective

To provide Real Property Tax relief to elderly homeowners with limited incomes.
Description

This program provides a partial exemption of the assessed value of the legal residence occupied
in whole or in part by the owner(s) of the property. To qualify for the benefit, the following
conditions must be met: (a) all owners must be at least 65 years of age, except that if the
property is owned by a married couple or siblings, only one of them must meet the age criterion;
(b) combined household income may not exceed specified limits detailed below; and (c) the
owner must have held title to the property for a minimum of 12 consecutive months, although
exceptions may apply when a qualifying property is sold and a new one purchased. There are
two instances in which a property will qualify for SCHE although the qualifying senior citizen
does not hold title to the property: (1) the property is held in trust for the benefit of a person or
persons who meet the income and age requirements; or (2) the person or persons hold a legal
life estate in the property.

Eligible tenant-shareholders of cooperative apartments can also claim SCHE benefits. For
purposes of this program, the co-op tenant-shareholder is deemed to own that portion of the
property represented by his or her proportionate share of the outstanding stock of the
corporation. A co-op tenant-shareholder who resides in a dwelling subject to Article I1, 1V, V,
or XI of the Private Housing Finance Law may be eligible for an exemption under the SCHE
program if he or she is not eligible for a rent increase exemption pursuant to the Senior Citizen
Rent Increase Exemption program. The reduction in taxes realized by the cooperative housing
corporation must be credited against the amount of taxes payable by the eligible shareholder.

The SCHE exemption applies only to the portion of the property used for residential purposes.

The income eligibility ceiling has been raised periodically since the program’s inception.
Beginning in FY 2018, a 50-percent exemption is available for homeowners with incomes no
greater than $50,000. For homeowners with incomes between $50,001 and $52,999, the tax
exemption is reduced by five percentage points for each $1,000 increment in income above
$50,000. For those with incomes between $53,000 and $58,399, the exemption percentage
declines by five percentage points for each $900 increment in income above $52,999.

SCHE beneficiaries are ineligible for the Disabled Homeowner Exemption and benefits under
Sections 420-c, 421-a, and 421-g of the NYS Real Property Tax Law and may not participate
in the Industrial and Commercial Abatement Program or the Industrial and Commercial
Incentive Program.
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The Senior Citizen Homeowner Exemption does not include a sunset provision.
Distributional Information
In FY 2023, there were 55,609 exemptions with an exempt assessed value of $1.0 billion. The

following table provides a distribution of households by income range. Additional
distributional information appears in Appendix I1I.

Percent of Exempt
Percentage Income Number of Total Assessed Value
Exemption Range Exemptions Exemptions ($ millions)
50% $0-$50,000 51,775 93.1 978.1
45% $50,001-$50,999 521 0.9 8.8
40% $51,000-$51,999 541 1.0 8.9
35% $52,000-$52,999 500 0.9 6.5
30% $53,000-$53,899 406 0.7 4.8
25% $53,900-$54,799 440 0.8 4.0
20% $54,800-$55,699 424 0.8 3.2
15% $55,700-$56,599 349 0.6 2.0
10% $56,600-$57,499 338 0.6 13
5% $57,500-$58,399 315 0.6 0.6
TOTAL 55,609 100.0 1,018.1
Senior Citizen Homeowner Exemption
Benefits by Property Type

Exempt

Property Type Units  Assessed Value

1 - 3 Family 79.1% 73.8%

Condos 4.3% 7.3%

Co-ops 15.0% 17.7%

Rentals 0.9% 0.7%

Mixed Use 0.6% 0.5%

Total 100.0% 100.0%

Tax Expenditure

$185.6 million
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Disabled Homeowner Exemption (DHE)

Citation

NYS Real Property Tax Law, Section 459-c; NYC Administrative Code, Section 11-245.4
Policy Objective

To provide Real Property Tax relief to disabled homeowners with limited incomes.

Description

This program provides a partial Real Property Tax exemption for disabled homeowners whose
household incomes do not exceed specified levels. A 50-percent exemption is available where
income does not exceed a base amount. A declining exemption, ranging from 45 percent to 5
percent, is available where income exceeds that amount. The income ceilings have been raised
periodically. Beginning in FY 2018, the income ceiling for the 50-percent exemption is
$50,000. For purposes of the declining exemption schedule, the income ceiling to qualify for
the minimum 5 percent exemption is $58,399 as of July 1, 2017.

For purposes of the exemption, a person is considered disabled if he or she has a physical or
mental impairment which substantially limits such person’s ability to engage in one or more
major life activities. Major life activities include caring for oneself, performing manual tasks,
walking, seeing, hearing, speaking, breathing, learning, and working. The person must: (a) be
certified to receive social security disability insurance or supplemental security income
benefits; (b) be certified to receive Railroad Retirement Disability benefits; (c) have received
a certificate from the State Commission for the Blind and Visually Handicapped stating that
such person is legally blind; or (d) be certified to receive a United States Postal Service or
Department of Veterans Affairs disability pension.

The property must be used exclusively for residential purposes or only that portion used for
residential purposes shall be entitled to exemption. The property must also be the legal
residence of and occupied by the eligible disabled person. An exception is permitted where
the disabled person is absent while receiving health-related care as an inpatient of a residential
health care facility. The exemption is also applicable to eligible owners of cooperative
apartments. No parcel that receives an exemption under Section 459-c may receive an
exemption pursuant to Section 467 (Senior Citizen Homeowner Exemption), although in
certain cases an eligible homeowner is given the option of choosing whichever exemption is
more beneficial.

DHE beneficiaries are ineligible for the Senior Citizen Homeowner Exemption and benefits
under Sections 420-c, 421-a, and 421-g of the NYS Real Property Tax Law and may not
participate in the Industrial and Commercial Abatement Program or the Industrial and
Commercial Incentive Program.
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Tax Expenditure

$10.5 million
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Senior Citizen Rent Increase Exemption (SCRIE)/Disabled Person Rent
Increase Exemption (DRIE)

Citation

NYS Real Property Tax Law, Sections 467-b, 467-c; NYC Administrative Code, Sections 26-
405, 26-406, 26-509, 26-601 through 26-617

Policy Objective

To eliminate rent increases for elderly and disabled tenants with limited incomes who meet
certain income guidelines.

Description

The Senior Citizen Rent Increase Exemption program (SCRIE) exempts an eligible renter from
increases in rent above one-third of total household income. In return, the landlord receives a
Real Property Tax abatement equal to the amount of rent forgiven. If the total rent increase
exemption applicable to a property exceeds the taxes due, a Real Property Tax refund is
granted.

Tenants may be eligible for the SCRIE program if they are at least 62 years old and have a total
household income that does not exceed $29,000 (but see below). The definition of “income”
excludes payments made to individuals because of their status as victims of Nazi persecution
as defined in P.L. 103-286. Once tenants qualify for the program, increases in their Social
Security income are excluded from the determination of total household income. Furthermore,
the tenant must reside in a rent-controlled, rent-stabilized, or rent-regulated (such as Mitchell-
Lama housing) unit.

Legislation enacted in 2005 extended the SCRIE program to tenants, regardless of age, who
qualify as “persons with disabilities.” To qualify as a disabled person, an individual must be
receiving social security disability insurance (SSDI) or supplemental security income (SSI)
benefits under federal law (or currently receiving medical assistance benefits based on prior
eligibility for SSDI or SSI) or receiving a veterans disability pension or disability compensation
benefits. Under 2016 legislation, a person can also qualify as disabled if he or she receives a
disability pension or disability compensation benefits provided by the U.S. Postal Service. To
be eligible for the DRIE benefit, the combined income of all members of the disabled person’s
household cannot exceed the maximum income above which he or she would not be eligible to
receive cash supplemental security income under federal law (but see below).

Under legislation enacted in 2014, the SCRIE and DRIE household income eligibility ceiling
was increased to $50,000 for FY 2015 through FY 2022. Chapter 292 of the Laws of 2022
extended the higher ceiling through FY 2024 (June 30, 2024). If this ceiling is not extended
by legislation, the prior ceiling will apply beginning in FY 2025. (New York State partially
reimburses the City for the added cost of the SCRIE program, but not the DRIE program, due
to the income ceiling increase.)
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Tax Expenditure

SCRIE: $121.2 million
DRIE: $25.7 million
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Veterans Exemption

Citation

NYS Real Property Tax Law, Sections 458 and 458-a; NYC Administrative Code, Sections 11-
245.45,11-245.5, 11-245.6 and 11-245.7

Policy Objective

Provide property tax relief to qualified veterans in recognition of their service to the country
and community.

Description

Partial tax exemptions are granted under two sections of the State Real Property Tax Law. The
original program, under Section 458, granted tax exemptions to veterans who had purchased
real property using a bonus, pension, or insurance, or compensation received as a prisoner of
war. The exemption granted is equal to the amount of eligible funds, not to exceed $5,000, or
effective July 1, 2015, $7,500. Prior to January 1, 2018, the exemption does not apply to the
portion of the Real Property Tax levied for school purposes. Beginning January 1, 2018, the
exemption is applicable to the full tax rate, including the school portion of the levy. A total
exemption of up to $10,000 is provided, for both school and non-school tax purposes, for
suitable handicapped-designed housing made necessary as the result of a war-related disability.

A veteran who sells a property that has been granted a Section 458 veteran exemption and
purchases a new property any time thereafter may be granted a Section 458 exemption for the
new property, provided such property qualifies for this exemption. The statute requires that
the money received from the sale of the first property equal or exceed the amount of eligible
funds used for its purchase and that such funds be subsequently used to purchase the second

property.

New veterans exemptions are granted under Section 458-a, based upon service rendered. An
exemption equal to 15 percent of the property’s assessed value is granted to eligible veterans
who served during a specified period of war; an additional 10 percent exemption is available
to eligible veterans who served in a combat zone; and an additional exemption may be granted
to eligible disabled veterans equal to the product of 50 percent of the veteran’s disability rating.
However, these exemptions are subject to dollar limitations, which were adjusted in 2017
pursuant to local law and became effective with the assessment roll for FY 2018, as follows:
(a) the period of war exemption may not exceed $48,000, or $48,000 multiplied by the latest
class ratio, whichever is less; (b) the combat zone exemption may not exceed $32,000, or
$32,000 multiplied by the latest class ratio, whichever is less; and (c) the disability exemption
may not exceed $160,000, or $160,000 multiplied by the latest class ratio, whichever is less.
Prior to Fiscal Year 2018, the exemption does not apply to the portion of the Real Property Tax
levied for school purposes (see table below). Beginning with Fiscal Year 2018, the exemption
is applicable to the full tax rate, including the school portion of the levy. A total exemption of
up to $10,000 is provided, for both school and non-school tax purposes, for suitable
handicapped-designed housing made necessary as the result of a war-related disability.
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Maximum Assessed Value Caps for New Veterans Exemptions by Tax Class and Service Rendered

Wartime Veterans Combat Veterans Disabled Veterans
Prior to Beginning Prior to Beginning Prior to Beginning
Tax Class FY 2018 FY 2018 FY 2018 FY 2018 FY 2018 FY 2018
1 $4,140 $2,880 $6,900 $4,800 $13,800 $9,600
2 $24,300 $21,600 $40,500 $36,000 $81,000 $72,000
4 $24,300 $21,600 $40,500 $36,000 $81,000 $72,000

Section 458 or 458-a exemptions may be granted to properties held in trust for the benefit of a
person or persons who would otherwise be eligible for these exemptions but for the fact that
they do not hold legal title to the property. Veterans who own and occupy cooperative
apartments, except those in Mitchell-Lama developments or other projects subject to Article 11,
IV, V or Xl of the State Private Housing Finance Law, are also eligible for a veterans
exemption. The property or cooperative apartment must be used exclusively for residential
purposes and be the primary residence of the veteran or the surviving spouse who has not
remarried. If the property is not used exclusively for residential purposes, the non-residential
portions of the property are fully taxable.

Recipients of the Veterans Exemption are ineligible for benefits under Sections 420-c, 421-a,
and 421-g of the NYS Real Property Tax Law and may not participate in the Industrial and
Commercial Abatement Program or the Industrial and Commercial Incentive Program.
Distributional Information

In FY 2023, there were 33,903 exemptions in this program with a total exempt value of $234.3

million. Queens accounted for 40 percent of total units. These benefits were distributed by
property type as shown below. Additional distributional information appears in Appendix I11.

Veterans Benefits by Property Type

Exempt
Property Type Units  Assessed Value
1 - 3 Family 76.9% 49.9%
Condos 2.7% 7.5%
Co-ops 19.3% 41.6%
Rentals 0.7% 0.7%
Mixed Use 0.4% 0.3%
Total 100.0% 100.0%

Tax Expenditure

$38.2 million
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Class Two Cooperative and Condominium Partial Tax Abatement
(Section 467-a)

Citation
NYS Real Property Tax Law, Section 467-a
Policy Objective

Provides partial property tax relief to owners or tenant-shareholders of class two condominiums
or cooperatives to reduce the disparity in property taxation between residential real property in
class one and class two residential property held in condominium or cooperative form of
ownership.

Description

A program was enacted in 1996 to provide partial tax relief for dwelling units owned by
condominium owners or cooperative tenant-shareholders who, as of the applicable taxable status
date, own no more than three dwelling units in any one property held in condominium or
cooperative form of ownership. Units held by sponsors or their successors in interest are not
eligible for the abatement. Additionally, properties that already receive a tax exemption or
abatement based upon a State or local law are not eligible for this abatement except in certain
specified circumstances.

The abatement program had been scheduled to expire at the end of FY 2012 (July 1, 2011 — June
30, 2012), but 2013 legislation extended it until the end of FY 2015 and revised the benefits.
Under later legislation, the revised program has been extended until the end of FY 2023. Before
the revision, units with an average assessed value greater than $15,000 were eligible for an
abatement equal to 17.5 percent of the unit’s taxes, while units with an average assessed value of
$15,000 or less were eligible for a 25 percent abatement. Under the revised program, units that
are the owner’s primary residence are allowed benefits as follows:

Benefit Amount Per Year

Average Assessed Value of

NN FY 2015 —
Residential Unit
esidential Lnits FY 2013 FY 2014 FY 2023
$50,000 or less 25.0% 26.5% 28.1%
$50,001 - $55,000 22.5% 23.8% 25.2%
$55,001 - $60,000 20.0% 21.2% 22.5%
$60,001 and above 17.5% 17.5% 17.5%

Beginning with FY 2013, a unit that is not the owner’s primary residence is no longer eligible for
an abatement; however, if the owner had received an abatement in FY 2012, the abatement was
phased out over the next two years through a 50 percent reduction in FY 2013 and a 75 percent
reduction in FY 2014. Thus, beginning in FY 2015, the abatement is not available for units that
are not the owner’s primary residence.
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Under a 2021 State law that applies to City fiscal years beginning in and after 2022, buildings
seeking to qualify for the abatement must pay their building service employees the prevailing
wage rate and supplemental benefits, as determined annually by the City Comptroller. This new
requirement will not apply to buildings with an average unit assessed value of $60,000 or less, or
to buildings with an average unit assessed value of more than $60,000 but not more than
$100,000, and fewer than 30 dwelling units.

Recipients of the Class Two Cooperative and Condominium Partial Tax Abatement are ineligible
for the Clergy Exemption, J-51 exemptions, or benefits under Sections 420-c, 421-a, and 421-g
of the NYS Real Property Tax Law. Moreover, they may not participate in the Industrial and
Commercial Abatement Program, the Industrial and Commercial Incentive Program, Division of
Alternative Management Programs, or Urban Development Action Area Projects.

Distributional Information

A total of 56,143 condominium units and 253,122 cooperative apartments benefited from this
program in FY 2023. Additional distributional information appears in Appendix Il1.

Class Two Coop/Condo Partial Tax Abatement
by Property Type

Property Type Units Abatement
Condos 18.2% 24.5%
Coops 81.8% 75.5%
Total 100.0% 100.0%

Tax Expenditure

$656.1 million
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Clergy Exemption

Citation
NYS Real Property Tax Law, Section 460
Policy Objective

To provide Real Property Tax relief to members of the clergy engaged in the work of their
religious denominations.

Description

Real property that is owned by a member of the clergy who is engaged in the work of his or her
religious denomination is exempted from Real Property Taxation to the extent of $1,500 of
assessed value. The exemption also applies if the clergy member is unable to perform such work
due to impaired health or because he or she is over the age of 70, or if the property is owned by
the clergy member’s unremarried surviving spouse. To qualify for the exemption, the owner
must be a resident and inhabitant of New York State. Owners of co-ops are not eligible for the
clergy exemption.

Recipients of the Clergy Exemption are ineligible for benefits under Sections 420-c, 421-a, 421-
g, and 467-a (Class 2 Cooperative and Condominium Partial Tax Abatement) of the NYS Real
Property Tax Law and may not participate in the Industrial and Commercial Abatement Program,

the Industrial and Commercial Incentive Program, and Division of Alternative Management
Programs.

Tax Expenditure

$0.2 million
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Physically Disabled Crime Victims

Citation
NYS Real Property Tax Law, Section 459-b
Policy Objective

To provide Real Property Tax relief to crime victims or good Samaritans who suffer a disability
as a result of a crime.

Description

State law authorizes the City to provide a tax exemption for the assessed value of improvements
made to one-, two- or three-family homes that facilitate and accommodate the use and
accessibility needs of physically disabled crime victims or good Samaritans. A qualifying crime
victim is a person who personally suffers a physical injury as the direct result of a crime. A good
Samaritan is a person who is not a law enforcement officer, but who:

apprehends a person who committed a crime or a felony in his or her presence; or
acts to prevent or attempts to prevent a crime; or

assists a law enforcement officer in making an arrest; and

was physically disabled as a result of such crime

el N S

The qualifying crime victim or good Samaritan must be an occupant of the property for which an
exemption is sought and may be the property owner, a member of the homeowner’s household,

or aresident. The physical disability must be permanent and must substantially limit one or more
of the individual’s major life activities.

The amount of the exemption is based upon the assessed value of the improvements made to

accommodate the physically disabled person. The exemption continues for as long as the

improvements remain necessary to facilitate and accommodate the use and accessibility of the
disabled person.

Tax Expenditure

Less than $50,000
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Homeowner Rebate

Citation

NYS Tax Law Sections 606 (e-2) and 467-L; NYC Administrative Code, Title 11, Chapter 2,
Subchapter 1, Section 11-240.2

Policy Objective

To provide property tax relief to qualified homeowners in recognition of their contributions to
the city’s neighborhoods, economy, and quality of life.

Description

Homeowners whose NYC property is their primary residence and whose gross income was
$250,000 or less in 2020 qualify for a rebate of their annual real property tax for the fiscal year
beginning on July 1, 2021, up to $150. Homeowners with outstanding property taxes as of June
30, 2022 receive a credit to their account instead of a rebate.

The property must, beginning on or after June 15, 2022, serve as the primary residence of the
owner of such property, and have served as such owner’s primary residence during the ninety
days prior to such date. Additionally, the property must be a one-, two-, or three-family home or
a dwelling unit in a residential cooperative or condominium.

Gross income is computed as the adjusted gross income reported on the homeowner’s federal
income tax return with loses greater than $3,000 per schedule on schedules C, D, E, or F added
back. The adjusted gross income of homeowners who are not required to file a federal income
tax return is the income that would have been reported as adjusted gross income in the federal
return if a federal income tax return were required to be filed.

Homeowners who receive a real property tax exemption pursuant to section 425 of the real
property tax law or a school tax relief (STAR) credit pursuant to subsection (eee) of section 606
of the tax law for the fiscal year commencing on July 1, 2022, and satisfy the primary residency
and income requirements, receive the rebate automatically from the Department of Finance
without having to file an application.

Recipients of the homeowner rebate are not precluded from participation in other property tax
benefit programs.

Tax Expenditure

$55.2 million
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Childcare Center Abatement

Citation

NYS Real Property Tax Law, Title 6, Section 499-AAAAA through Section 499-FFFFF
Policy Objective

To create an equitable, accessible childcare and early childhood education experience for
NYC families.

Description

Applicable to tax years beginning on or after July 1, 2023, an abatement of real property
taxes is provided for certain eligible buildings in New York City that create or expand
childcare centers. The property tax abatement is available for eligible buildings where
construction, conversion, alteration, or improvement is completed on or after April 1, 2022,
and has resulted in the creation of a childcare center or an increase in the maximum number
of children allowed on the premises of an existing childcare center. The childcare center
must have a permit from the Department of Health and Mental Hygiene.

Only one abatement may be granted to an eligible building and be applied to the real property
tax liability of the building for the tax year. Any unused portion of the abatement can be
carried forward to four succeeding tax years; together with the initial tax year the abatement
is taken, this is referred to as the “abatement period.” The amount of abatement is equal to
the certified costs incurred in the construction, conversion, alteration, or improvement that
has created or expanded the childcare center. For any tax year, such abatement cannot exceed
$7 per square foot of the childcare center or the lesser of $20,000 or the real property tax
liability for the eligible building. During the abatement period, such abatement cannot exceed
$35 per square foot of the childcare center or $100,000.

In addition, an enhanced tax abatement is provided to an eligible building located within a
“childcare desert.” Childcare desert means a census tract in a city having a population of one
million or more where, at the time of an application for tax abatement, there are three or more
children under five years of age for each available childcare slot. The definition also applies
in cases where there are no available childcare slots as of the most recently published
determinations by the NYS Office of Children and Family Services. The amount of the
enhanced tax abatement is equal to the certified costs incurred in the construction,
conversion, alteration, or improvement that has created or expanded childcare centers within
a childcare desert. For any tax year, such abatement cannot exceed $15 per square foot of the
childcare center or the lesser of $45,000 or the real property tax liability for the eligible
building. During the abatement period, such abatement cannot exceed $75 per square foot of
the childcare center or $225,000. The enhanced tax abatement can also be carried forward
for four tax years if unexhausted.
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Because the Legislature capped the aggregate amount of the abatement at $25 million per year,
the Department of Finance, at its discretion, may reduce the abatement for some or all
applicants to adhere to the cap whether the eligible building is in a childcare desert or otherwise.
An application must be filed by March 15 before the tax year, beginning on July 1, for which

the tax abatement is sought (i.e., March 15, 2023, for the tax year beginning July 1, 2023)
but may not be filed later than March 15, 2025.

Tax Expenditure

None; program begins in FY 2024.
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Industrial and Commercial Incentive Program (ICIP)/Industrial and Commercial
Abatement Program (ICAP)

Citation

NYS Real Property Tax Law, Sections 489-aaaa through 489-111l and 489-aaaaaa through 489-
kkkkkk; NYC Administrative Code, Sections 11-256 through 11-267 and 11-268 through 11-
278

Policy Objective

Encourage economic development by means of tax exemptions and abatements for
construction or rehabilitation of commercial, industrial, or mixed-use structures.

Description
Industrial and Commercial Incentive Program

The Industrial and Commercial Incentive Program (ICIP) replaced the Industrial and
Commercial Incentive Board (ICIB) in November 1984. ICIP differs from the original program
in two important respects: 1) benefits are granted on an “as-of-right” basis rather than at the
discretion of a board and are structured to encourage development outside Manhattan’s
business districts; and 2) the new program includes clear guidelines regarding the qualifying
conditions that determine eligibility for tax exemptions.

Industrial Projects

ICIP provides tax exemptions and, in some cases, abatements of pre-existing tax liability for
industrial construction work. An industrial property is any building or structure in which, after
completion of industrial construction work, at least 75 percent of the total net square footage is
used or immediately available and held out for manufacturing activities. Unlike commercial
projects, the eligibility requirements and benefits for industrial projects are uniform across the
City.

The exemption period consists of 16 years in which the increase in assessed value due to the
industrial construction work is fully exempt, followed by a nine-year phase-out period in which
the exemption percentage is reduced by 10 percentage points each year. To qualify for the
exemption, the minimum required expenditure (MRE) is equal to 10 percent of the initial
assessed value.

Industrial projects can also qualify for a tax abatement if their MRE is equal to 25 percent of
the initial assessed value. The abatement is equal to a percentage of the Real Property Tax
imposed on the property for the tax year immediately preceding the effective date of the
project’s Certificate of Eligibility and commences in the first tax year immediately following
completion of the industrial construction work. In tax years one through four, the abatement
percentage is equal to 50 percent; in tax years five and six, 40 percent; in tax years seven and
eight, 30 percent; in tax years nine and ten, 20 percent; and in tax years 11 and 12, 10 percent.
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Commercial Projects

With a few exceptions, ICIP benefits are targeted to encourage commercial development in
Manhattan above 96th Street, the Bronx, Brooklyn, Queens, and Staten Island. Through a
combination of legislation and designation by the ICIP Boundary Commission, the City has
been divided into development areas for the purpose of determining the availability of ICIP
incentives.

1. Excluded Area: With the exception of benefits for renovation projects and construction
of “smart” office buildings, there are currently no ICIP benefits available for commercial
construction work in Manhattan below 96" Street. Prior to January 1, 1993, a portion of
the Excluded Area had been designated as a Deferral Area. As the name implies, the tax
liability on the increase in assessed value resulting from commercial construction work for
eligible projects in the Deferral Area was postponed, not forgiven. Projects that received
deferral benefits are required to repay the obligation in 10 equal installments commencing
in the eleventh year following the effective date of the certificate of eligibility.

2. Renovation Area: Since February 1, 1995, the eligibility for ICIP benefits has been
limited to renovation projects south of 59" Street in Manhattan. Renovation construction
work encompasses rehabilitation, renovation, expansion or modernization of an existing
building or structure. Benefits are structured to provide an exemption equal to 100 percent
of the increase in assessed value resulting from the renovation construction work for the
first eight years, followed by a four-year phase-out in which the exemption percentage
declines by 20 percentage points in each year.

3. New Construction of “Smart” Office Buildings: As of December 31, 1996, tax
incentives for new construction of “smart” office buildings have been restricted to Lower
Manhattan (roughly, the area south of Murray Street). To qualify as a “smart” building,
the property must meet certain physical and technological requirements as set forth in the
statute. Such projects receive an exemption equal to 100 percent of the increase in assessed
value resulting from such construction work for four years followed by a four-year phase-
out, declining by 20 percentage points in each year.

The following designations and benefits apply to areas in Manhattan north of 96" Street as well
as the Bronx, Brooklyn, Queens, and Staten Island.

1. Special Exemption Areas: These areas are designated by the Boundary Commission
based on criteria that indicate such areas need deeper tax incentives to encourage
commercial construction work. Special Exemption Areas also include areas designated as
Empire Zones in accordance with Article 18-b of the General Municipal Law. Projects in
Special Exemption Areas receive the same tax exemption as industrial projects, i.e., 16
years of full exemption followed by a nine-year phase-out period.

2. Regular Exemption Areas: Areas not designated as Special Exemption Areas are
considered Regular Exemption Areas. Commercial projects receive a tax exemption equal
to 100 percent of the increase in assessed value for the first eight years following the
effective date of the certificate of eligibility. This is followed by a four-year phase-out
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period in which the exemption percentage declines by 20 percentage points each year. By
year 13, the exemption is fully phased-out.

3. Revitalization Areas: The ICIP program was amended as part of the City’s Commercial
Expansion Program. Within Regular or Special Exemption Areas, an area may be
designated as a Revitalization Area, which may be any area of the City, except in
Manhattan south of 96™ Street, that is zoned C4, C5, C6, M1, M2 or M3. The importance
of the Revitalization Area designation is that it eliminates the two- or four-year waiting
period for eligibility where commercial projects had more than 15 percent of the total net
square footage used for manufacturing; and it allows a pro rata tax abatement for the
industrial portion of a mixed-use project (commercial and industrial) in which less than 75
percent but at least 25 percent of the total square footage of the building or structure is used
for manufacturing or immediately available for manufacturing use. An abatement is
available outside Revitalization Areas only if at least 75 percent of the structure is used for
manufacturing or immediately available for manufacturing use.

In 2007, the State Legislature extended ICIP program sunset dates by one year, allowing
applications for benefits to be filed until June 30, 2008, and building permits to be obtained by
July 31, 2008.

Industrial and Commercial Abatement Program

In 2008, the ICIP program was replaced by a new Industrial and Commercial Abatement Program
(ICAP). However, the ICIP program will generally continue to apply to construction work
performed pursuant to a building permit issued before August 1, 2008, and to construction work
performed pursuant to additional building permits issued on or after August 1, 2008, if at least
one permit was issued before that date and the work was described in an application for a
certificate of eligibility filed on or before June 30, 2008.

Under the new ICAP program, tax abatements are available for qualifying commercial or
industrial construction work for varying periods ranging up to 25 years, depending on
geographical area, type of construction and other factors. Property used by a utility (other than
certain facilities known as “peaking units”) is not eligible for any abatement, and property used
partly for retail purposes is subject to certain limitations on benefits. In general, the ICAP benefit,
called the “abatement base,” takes into account the real estate tax on the property before and after
construction, referred to as the “initial tax” and the “post-completion tax.” No abatement is
allowed unless the post-completion tax exceeds the initial tax by more than 15 percent, and the
abatement is for only the amount by which the post-completion tax exceeds 115 percent of the
initial tax. In specified circumstances, the abatement may be increased during the benefit period
(referred to as “inflation protection™).

A sunset provision in the ICAP legislation requires benefit applications to be filed not later than
March 1, 2025, and building permits to be obtained not later than April 1, 2025.

In general, benefits are available if location and other requirements, described below, are met.
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Location Requirements
1. Industrial projects: Industrial projects can be located anywhere in the City.

2. New Commercial Construction: New commercial construction can be located
anywhere in the City, except in some parts of Manhattan. The area south of 96" Street
(including the south side of 96 Street) and north of Murray, Frankfort, and Dover Streets
does not qualify.

3. Commercial Renovations: Commercial renovations can be located anywhere in the
City, except in some parts of Manhattan. The area between 59th Street and 96th Street
(including the north side of 59th street and south side of 96th street) does not qualify. Below
59th Street, specific commercial renovation benefits are available and additional benefits
are provided in the Garment Center District and in Lower Manhattan between Murray
Street, Battery Place, South Street and West Street.

4. Special Areas of the City: Additional benefits may be granted for new commercial
construction or renovations in special areas of the City. Special areas of the City can be
viewed at the following webpage: https://www1.nyc.gov/site/finance/benefits/benefits-
industrial-and-commercial-abatement-program-icap.page

Other Requirements

Applicants must spend at least 30 percent of the property's taxable assessed value no later than
four years from the date the building permit was first issued, or from the start of construction, if
no permit is required. (Industrial construction projects that spend at least 40 percent of the
property’s taxable assessed value receive additional benefits.) Construction must be completed
no later than five years from the date of issuance of the first building permit, or if no permit is
required, from the start of construction.

ICAP benefit schedules vary according to the type of project. A summary of these schedules
appears below.
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SUMMARY OF ICAP BENEFIT SCHEDULES

amount

Length of
Work Project Retail Use Abatement Benefit Schedule
Commercial construction outside a special . 100% of abatement base in the first
. No restriction 15 years .
commercial area 11 years, phasing out over 4 years
Commercial construction in special commercial 100% of abatement base in the first
10% or less 25 years .
area 16 years, phasing out over 9 years
Commercial construction in special commercial 100% of abatement base in the first
. . Ower 10% 15 years .
area - schedule for retail portion over 10% 11 years, phasing out over 4 years
Commercial construction work on new - 100% of abatement base in the first
L . No restriction 8 years .
construction in certain areas of Manhattan 4 years, phasing out over 4 years
. . 100% of abatement base in the first
Industrial construction 10% or less 25 years 0 .
16 years, phasing out over 9 years
Industrial construction - schedule for retail 100% of abatement base in the first
) Ower 10% 15 years .
portion over 10% 11 years, phasing out over 4 years
Renovation in Renovation Areas (Lower 5% or less’ 12 vears 100% of abatement base in the first
Manhattan and Garment District) o oriess y 8 years, phasing out over 4 years
Renovation in Renovation Areas (south of 59th .
( 1 100% of abatement base in the first
Street, except Lower Manhattan and Garment 5% or less 10 years _
. 5 years, phasing out over 5 years
District)
Additional industrial abatement on the initial tax - Rgdqces the |n|t|gl tax ‘.Dn the
No restriction 12 years building by 50% in the first 4 years,

phasing out over 8 years

1. Retail space in excess of 5% receives no abatement.

ICIP and ICAP participants are ineligible for the Senior Citizen Homeowner Exemption,
Disabled Homeowner Exemption, Veterans Exemption, Clergy Exemption, J-51, or any benefits
under Sections 420-c, 421-a, 421-g, and 467-a (Class 2 Cooperative and Condominium Partial
Tax Abatement) of the NYS Real Property Tax Law and may not participate in the Division of

Alternative Management Program or Urban Development Action Area Projects.

ICAP

participants are also ineligible for the “Green Roof” Abatement and the Solar Electric Generating
System and Electric Energy Storage Equipment Abatement.

Tax Expenditure

ICIP exemptions: $399.0 million
ICAP: $442.6 million
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Major League Sports Facilities - Madison Square Garden

Citation

NYS Real Property Tax Law, Section 429

Policy Objective

Ensure the viability of a major league sports facility in New York City.

Description

The City has provided a full Real Property Tax exemption for Madison Square Garden. The

exemption is contingent upon the continued use of the Garden by professional major league
hockey and basketball teams for their home games.

Tax Expenditure

$42.4 million
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The Cooper Union/Chrysler Building

Citation

Chapter 279, 8§11, NY Laws of 1859, as amended
Policy Objective

Provide revenue to support the educational mission of The Cooper Union for the Advancement of
Science and Art.

Description

The Chrysler Building, a landmarked commercial office building on East 42nd Street in
Manhattan, is situated on land owned by The Cooper Union for the Advancement of Science and
Art, an educational institution in Manhattan’s East Village. Under the terms of the exemption
provision contained in Cooper Union’s statutory charter (Chapter 279, §11, NY Laws of 1859), as
interpreted by the New York courts (Cooper Union v. Sexton, 247 A.D. 371 (1936) and Cooper
Union v. Wells, 180 N.Y. 537 (1905)), the Chrysler Building, although not itself used for
educational purposes, is exempt from Real Property Taxation. In accordance with the terms of the
lease between Cooper Union and the operator of the building, amounts equivalent to the real estate
taxes that would be due on the building but for the exemption are payable to Cooper Union to
further its educational purposes.

Two Cooper Union-owned sites (three tax lots) on Astor Place in the East Village were leased
to developers under arrangements similar to those in effect for the Chrysler Building. A luxury
residential building was constructed on one site and an office building on the other. While the
two properties are fully tax-exempt, certain payments in lieu of taxes are made to the City under
the terms of a negotiated agreement. This report has included the leased properties under the
Cooper Union exemption since Fiscal Year 2016.

Tax Expenditure (net after PILOTS)

$28.2 million
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“Green Roof” Abatement

Citation

NYS Real Property Tax Law, Sections 499-aaa through 499-ggg

Policy Objective

Help control and capture storm water to reduce the burden on the City’s sewer system.

Description

A real estate tax abatement is provided for the construction of a “green roof” on a Class One, Two
or Four building in the City. Generally, a “green roof” is an addition to a roof, covering at least
50 percent of the rooftop space, which includes, among other things, a growth medium and a
vegetation layer. For City fiscal years beginning on and after July 1, 2014, the abatement amount
is $5.23 per square foot, limited to the lesser of $200,000 or the building’s annual tax. However,
effective June 30, 2019, if the amount of the abatement exceeds the building’s total tax liability
for the year, the excess may be applied to tax liability in succeeding years, up to a maximum of
five years. For city fiscal years beginning on and after July 1, 2019, an enhanced tax abatement is
available for buildings within specifically designated New York City community districts that
meet certain conditions. The enhanced abatement amount is $15 per square foot of green roof, but
not exceeding $200,000. If the amount of the abatement exceeds the building’s total tax liability
for the year, the excess may be applied to tax liability in succeeding years up to a maximum of
five years.

For the fiscal year beginning July 1, 2014, the aggregate amount of all abatements allowed is
limited to $750,000; for subsequent fiscal years, the total of all abatements is limited to $1 million
per year. If total annual abatements exceed these ceilings, approved applicants will receive pro
rata abatements as determined by the Department of Finance.

Recipients of the “Green Roof” Abatement are ineligible for benefits under Sections 420-c, 421-
a, and 421-g of the NYS Real Property Tax Law and may not participate in the Industrial and
Commercial Abatement Program.

The “Green Roof” Abatement is scheduled to sunset at the end of FY 2024.
Tax Expenditure

None
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Solar Electric Generating System and Electric Energy Storage Equipment
Abatement

Citation

NYS Real Property Tax Law, Sections 499-aaaa through 499-gggg

Policy Objective

Help reduce greenhouse emissions and provide cleaner energy and more efficient energy systems.
Description

A four-year tax abatement is provided for the construction of a solar electric generating system in
a Class One, Two or Four building in the City. If the system is placed in service on or after August
5, 2008, and before January 1, 2011, the amount of the abatement is 8.75 percent of eligible solar
electric generating system expenditures. For systems placed in service on or after January 1, 2011,
and before January 1, 2013, the amount of the abatement is 5 percent of the eligible expenditures.
For systems placed in service on or after January 1, 2013, and before January 1, 2014, the amount
of the abatement is 2.5 percent of the eligible expenditures. For systems placed in service on or
after January 1, 2014, and before January 1, 2024, the amount of the abatement is 5 percent of the
eligible expenditures. The abatement is claimed in the City fiscal year following the approval of
the abatement and in the following three fiscal years. The abatement in any year is, however,
limited to the lesser of $62,500 or the taxes payable on the building in that year. Eligible system
expenditures include reasonable expenditures for materials, labor costs and certain other costs
directly related to the construction or installation of the system. Abatement applications must be
filed no later than March 15, 2024.

Under legislation enacted in 2018, this abatement program was extended to electric energy
storage equipment, which is defined as a set of technologies capable of storing electric energy
and releasing that energy as electric power at a later time. The abatement applies to eligible
equipment placed in service on or after January 1, 2019, and before January 1, 2024. The
amount of the abatement is 10 percent of eligible equipment expenditures but cannot exceed
the lesser of the annual real property taxes on the property or $62,500. Applications for this
new abatement must be filed no later than March 15, 2024.

Recipients of the Solar Electric Generating System and Electric Energy Storage Equipment
Abatement are ineligible for benefits under NYS Real Property Tax Law Sections 420-c, 421-
a, and 421-g, and may not participate in the Industrial and Commercial Abatement Program.

Tax Expenditure

$30.5 million
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Solar, Wind or Farm Waste Energy System Exemption

Citation

NYS Real Property Tax Law, Section 487

Policy Objective

Help reduce greenhouse emissions and provide cleaner energy.

Description

Real property that includes a solar or wind energy system or farm waste energy system can qualify
for a 15-year exemption on the increase in the value of the property attributable to the installation
of the system. To qualify for the exemption, the system must meet guidelines established by the
New York State Energy Research and Development Authority. In addition, the exemption applies
only to systems that (a) existed or were constructed prior to July 1, 1988, or (b) are constructed
after January 1, 1991, but before January 1, 2030. Under the law, local jurisdictions granting the
exemption can require property owners to enter into contracts for payments in lieu of taxes during
the exemption period.

Under legislation enacted in 2017 and 2018, this exemption is extended to the following systems,
as defined in section 487: micro-hydroelectric energy systems; fuel cell electric generating
systems; micro-combined heat and power generating equipment systems; fuel-flexible linear
generator electric generating systems; electric energy storage equipment; and electric energy
storage systems. The new exemption applies only to systems constructed after January 1, 2018,
and before January 1, 2030.

Tax Expenditure

Less than $50,000
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Table 3
STATE PROGRAMS
REAL PROPERTY TAX EXPENDITURES
Fiscal Year 2023

Exempt Gross Tax Net Tax
Number of Assessed Value Expenditure PILOTs Expenditure
Exemptions ($ millions) ($ millions) ($ millions) ($ millions)
Limited Profit Housing Cos. 274 3,270.5 398.2 108.0 290.3
Residential 226 3,079.0 377.9 108.0 269.9
Commercial 48 1914 204 0.0 20.4
Limited Dividend Cos. 21 101.3 12.4 34 9.0
Redevelopment Cos. 244 1,055.6 129.2 47.0 82.1
Residential 227 1,034.3 126.9 47.0 79.9
Commercial 17 21.4 23 0.0 23
Housing Development Fund Cos. 236 661.3 76.6 33.0 43.6
Residential 161 382.1 46.9 33.0 13.9
Commercial 75 279.2 29.7 0.0 29.7
Special Incentive Programs 1,928 2,717.2 3325 47.0 285.5
Residential 1,862 2,639.6 3243 47.0 277.3
Commercial 66 775 8.3 0.0 8.3
Urban Development Action
Area Projects 4,541 94.5 153 0.0 153
Miscellaneous State Assisted Housing 32 101.5 119 2.7 9.2
Residential 17 66.3 8.1 2.7 5.4
Commercial 15 35.2 3.8 0.0 3.8
Housing Trust Fund Purchase of
Damaged Sandy Parcels® 363 2.4 0.5 0.0 0.5
TOTAL: STATE PROGRAMS 7,639 8,004.3 976.7 241.1 735.5
Total Residential 7,418 7,399.5 912.3 241.1 671.2
Total Commercial/lndustrial 221 604.7 64.4 0.0 64.4

1 As of FY 2023, some of these parcels are owned by NYC Department of Parks & Recreation or other NYC agencies.
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Table 4
STATE PROGRAMS
REAL PROPERTY TAX EXPENDITURES BY BOROUGH
Fiscal Year 2023

CITYWIDE MANHATTAN THE BRONX
Number Net Tax Number Net Tax Number Net Tax
Program of Expenditure of Expenditure of Expenditure
Exemptions ($ millions) Exemptions  ($ millions) Exemptions ($ millions)
Limited Profit Housing Companies 274 290.3 61 114.0 83 67.9
Limited Dividend Companies 21 9.0 2 35 14 2.3
Redevelopment Companies 244 82.1 51 47.4 102 8.5
Housing Development Fund Companies 236 43.6 62 135 59 10.9
Special Incentive Programs 1,928 285.5 595 125.9 756 82.3
Urban Development Action Area Program 4,541 15.3 274 14 603 0.8
Miscellaneous State Assisted Housing 32 9.2 10 3.3 11 11
Housing Trust Fund - Sandy Parcels 363 0.5 0 0.0 0 0.0
TOTAL: STATE PROGRAMS 7,639 735.5 1,055 309.0 1,628 173.9
BROOKLYN QUEENS STATEN ISLAND
Number Net Tax Number Net Tax Number Net Tax
Program of Expenditure of Expenditure of Expenditure
Exemptions ($ millions) Exemptions  ($ millions) Exemptions  ($ millions)
Limited Profit Housing Companies 95 67.8 30 38.9 5 17
Limited Dividend Companies 5 3.2 0 0.0 0 0.0
Redevelopment Companies 76 145 14 11.7 1 0.1
Housing Development Fund Companies 89 13.2 18 4.5 8 1.6
Special Incentive Programs 487 335 69 40.6 21 3.2
Urban Development Action Area Program 2,200 5.7 1,461 7.4 3 0.0
Miscellaneous State Assisted Housing 6 24 5 24 0 0.0
Housing Trust Fund - Sandy Parcels® 0 0.0 0 0.0 363 0.5
TOTAL: STATE PROGRAMS 2,958 140.2 1,597 105.5 401 7.0

1 As of FY 2023, some of these parcels are owned by NYC Department of Parks & Recreation or other NYC agencies.
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Limited-Profit Housing Companies

Citation

NYS Private Housing Finance Law, Article 2; NYS Real Property Tax Law, Section 414
Policy Objective

Maintain and increase low- and middle-income housing stock in New York State.
Description

The Limited-Profit Housing Companies Law was originally adopted in 1955 to assist in the
construction of low- and middle-income housing. These privately managed rental and co-op
projects, commonly known as Mitchell-Lama housing, were constructed with financing
assistance from the City or the State. In return for 40- to 50-year mortgages at interest rates of
four to eight percent, the respective government maintains supervisory rights to establish
tenant-income restrictions, set rent levels, impose co-op resale restrictions, and establish
waiting list procedures.

Real property taxes for Mitchell-Lama projects are based on the greater of 10 percent of shelter
rent (gross rent less utilities) or a specified percentage of the assessed value of the property
multiplied by the applicable tax rate. In addition, the City receives payments in lieu of taxes
(PILOTS) from a small number of Mitchell-Lama projects.

The enabling legislation does not have a sunset provision.
Distributional Information

In FY 2023, there were 226 residential and 48 commercial exemptions under this program.
The residential properties contained 88,301 units with a total exempt assessed value of $3.1
billion. Sixty-seven percent of units receiving benefits were co-ops. Twenty-five percent of
units were Bronx co-ops (the location of Co-op City). Rental units receiving benefits were
primarily located in Brooklyn, the Bronx, and Manhattan. Twenty-seven percent of the exempt
assessed value was attributable to Manhattan co-ops. More distributional information appears
in Appendix 1.
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Limited-Profit/Mitchell-Lama (Residential Only)
Benefits by Property Type

Exempt
Property Type Units  Assessed Value
Co-ops 66.5% 65.4%
Rentals 33.5% 34.6%
Total 100.0% 100.0%

Tax Expenditure (net after PILOTS)

$290.3 million
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Limited-Dividend Housing Companies

Citation

NYS Private Housing Finance Law, Article 4; NYS Real Property Tax Law, Section 414
Policy Objective

Maintain and increase low- and middle-income housing stock in New York State.
Description

The Limited-Dividend Housing Companies (LDHC) program, dating from the 1920’s, was one
of the earliest attempts to channel private investment into affordable housing for low- and
middle-income households. Private developers, who financed garden apartment cooperative
developments for which they were receiving a limited return on investment, received a 50-year
Real Property Tax exemption. However, they were required to comply with State regulations
on eligibility of purchasers, co-op sale prices, and operating surpluses. Although the original
exemptions for all LDHC projects have expired, the then-existing Board of Estimate approved
a 14-year phase-in of full taxation, recognizing the hardship an abrupt change in tax liability
would have on co-op owners.

The enabling legislation does not have a sunset provision.

Distributional Information

Distributional information for this program is grouped with several other programs under the
label “Other Residential” and can be found in Appendix IlI.

Tax Expenditure (net after PILOTS)

$9.0 million
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Redevelopment Companies

Citation

NYS Private Housing Finance Law, Article 5; NYS Real Property Tax Law, Section 423
Policy Objective

Encourage low- to moderate-income housing through private financing.

Description

This program was a precursor to the Limited-Profit Housing Company Program (Mitchell-
Lama). The participants are largely institutional investors, such as insurance companies and
pension funds, which provide financing for the development of rental and co-op units.
Participants are granted a 25-year tax exemption that may be extended through City Council
action in exchange for accepting a limited rate of return on their investment and for complying
with City regulations regarding tenant eligibility, rent levels and restrictions of co-op sales.
The enabling legislation does not have a sunset provision.

Distributional Information

Distributional information for this program is grouped with several other programs under the
label “Other Residential,” and can be found in Appendix Ill.

Tax Expenditure (net after PILOTS)

$82.1 million
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Housing Development Fund Companies (HDFC) and Special Incentive
Programs

Citation

NYS Private Housing Finance Law, Articles 11 and 18-A; NYS Real Property Tax Law,
Section 414

Policy Objective

To provide low- and moderate-income housing, both publicly and privately financed, through
a variety of programs.

Description
Housing Development Fund Companies

Housing Development Fund Companies (HDFC) is an umbrella term for a wide range of
projects developed by non-profit organizations. Special exemptions are adopted by the City
Council under the authority of Article 11, depending upon the nature of the program in which
the project is involved. For additional information on HDFC-related exemptions, please see
the Division of Alternative Management Programs (DAMP) page in the report.

Projects that are entitled to full exemptions include housing constructed in the 1960s and early
1970s under the federal Section 236 program, housing renovated through the Capital Budget
Homeless Housing Program, and some properties participating in the SRO Loan Program. In
addition, new housing for the elderly and handicapped developed under Federal Section 202
also receives this tax benefit.

In 1995, this legislation was amended by adding a provision granting local legislative bodies
the authority to exempt from Real Property Taxes projects to which the municipality has made
loans under Section 576 of the Private Housing Finance Law (for acquisition, rehabilitation, or
construction) for housing for low-income households. Thirty percent of a project’s residents
must be households previously residing in emergency shelter facilities.

This enabling legislation does not have a sunset provision.
Special Incentive Programs
Tax benefits are also available to projects receiving grants or loans for the construction or

rehabilitation of turnkey/enhanced rental projects for low-income persons under Article 18-A
of the Private Housing Finance Law.
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Distributional Information

There were 161 residential and 75 commercial exemptions under the HDFC program, with a
total of 14,755 units and an exempt assessed value of $661.3 million. Units in rental properties
made up 81 percent of the program. These benefits were distributed by property type as shown
below. Additional distributional information appears in Appendix I11.

Housing Development Fund Company
Benefits by Property Type

Exempt
Property Type Units  Assessed Value
1 - 3 Family 0.1% 0.1%
Condos 0.0% 0.0%
Co-ops 0.9% 1.2%
Rentals 81.4% 56.5%
Mixed Use 17.6% 42.2%
Total 100.0% 100.0%

Under Special Incentive Programs, there were 1,928 exemptions, with 68,584 units and an
exempt assessed value of $2.7 billion. Over 90 percent of the units were in rental buildings.

Tax Expenditure (net after PILOTS)

HDFC: $43.6 million
Special Incentive Programs: $285.5 million
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Urban Development Action Area Projects (UDAAP)

Citation

NYS General Municipal Law, Section 696

Policy Objective

To encourage the construction of residential housing in designated areas.

Description

This exemption is granted to property developed on formerly City-owned land in designated
Urban Development Action Area Projects (UDAAP). While UDAAP encompasses a wide
range of housing development programs, the most notable examples are the Nehemiah and the
Mutual Housing Association of New York (MHANY) Programs, which provide housing in the
Brownsville and East New York sections of Brooklyn.

UDAAP sites receive Real Property Tax exemptions only on the assessed value of
improvements: 10 years at 100 percent of assessed value, followed by a 10-year declining
exemption. In 1999, the State Legislature amended the statute to provide that for projects
consisting of new construction the land value shall be the lesser of: (a) the assessed value
immediately prior to commencement of construction; or (b) the assessed value of the land
appearing on the assessment roll in the first year after completion of construction.

UDAAP participants are ineligible for benefits under Sections 420-c, 421-a, 421-g, and 467-a
(Class 2 Cooperative and Condominium Partial Tax Abatement) of the NYS Real Property
Law and may not participate in the Industrial and Commercial Incentive Program, Industrial
and Commercial Abatement Program, or the Division of Alternative Management Program.
The enabling legislation does not have a sunset provision.

Distributional Information

In FY 2023, there were 4,541 exemptions under this program representing 5,424 units with an

exempt assessed value of $94.5 million. Brooklyn and Queens received the largest proportion
of UDAAP benefits. Additional distributional information appears in Appendix I11.
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Urban Development Action Area Project

Benefits by Property Type

Exempt
Property Type Units  Assessed Value
1 - 3 Family 70.9% 48.5%
Condos 8.3% 14.8%
Co-ops 0.3% 0.3%
Rentals 13.7% 33.7%
Mixed Use 6.8% 2.7%
Total 100.0% 100.0%

Tax Expenditure

$15.3 million
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Miscellaneous State-Assisted Housing

Citation

NYS Real Property Tax Law, Section 422

Policy Objective

Encourage the creation of housing for a target population.

Description

Section 422 provides tax exemptions for real property owned by not-for-profit corporations
and used exclusively to provide housing and auxiliary facilities for a target population. This
population includes, but is not exclusive to, faculty members, students, and employees (and
their immediate families) attending or employed by a college or university; nurses, interns,
resident physicians and other related personnel at hospitals and medical research institutions;
and handicapped or elderly persons with low incomes. For Section 8 projects providing
housing for the elderly, the City Council is authorized to grant a full exemption during
construction, followed by a partial exemption.

The laws relating to these programs do not have sunset provisions.

Distributional Information

Distributional information for this program is grouped with several other programs under the
label “Other Residential” and can be found in Appendix IlI.

Tax Expenditure (net after PILOTS)

$9.2 million
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Housing Trust Fund Purchase of Damaged Sandy Parcels

Citation

NYS Private Housing Finance Law, Section 45-a

Policy Objective

Assist property owners whose properties were damaged or destroyed by Superstorm Sandy.
Description

Section 45-a of the NYS Private Housing Finance Law established the Housing Trust Fund
Corporation (HTFC) as a subsidiary of the NYS Housing Finance Agency. In the aftermath of
Superstorm Sandy, which occurred on October 29 and 30, 2012, the Housing Trust Fund
Corporation purchased from private property owners some properties in the City that had been
damaged or destroyed by the storm. While those properties are owned by the HTFC, they are
exempt from local real estate taxes. Some of these parcels are now owned by NYC Department
of Parks and Recreation or other NYC agencies.

Tax Expenditure

$0.5 million

65



Real Property Tax

Table 5
PUBLIC AGENCIES

REAL PROPERTY TAX EXPENDITURES

Fiscal Year 2023

Number of Exempt Gross Tax Net Tax
Exemptions & Assessed Value Expenditure PILOTS® Expenditure
Abatements ($ millions) ($ millions) ($ millions) ($ millions)
Industrial Development Agency1 334 5,433.3 578.4 228.0 350.4
Economic Development Corp. 222 3,462.5 370.9 145.0 2259
NYC Housing Authority 1,154 5,979.0 731.7 0.0 731.7
Residential 998 5,839.3 716.8 0.0 716.8
Commercial 156 139.7 14.9 0.0 14.9
Urban Development Corporation 842 3,645.9 413.3 0.0 413.3
Residential 793 1,552.2 190.4 0.0 190.4
Commercial 49 2,093.7 2229 0.0 2229
Brooklyn Bridge Park Development Corp. (BBPDC)2 874 N/A 21.6 0.0 216
Residential 698 N/A 15.7 0.0 15.7
Commercial 176 N/A 59 0.0 59
NYS Power Authority 30 1,143.7 140.0 0.0 140.0
Battery Park City Authority 3,826 2,735.1 310.5 155.0 155.5
Residential 3,758 1,190.1 146.0 72.9 73.1
Commercial 68 1,545.1 164.5 82.1 824
World Trade Center, Port Authority 20 1,869.0 199.0 55.0 144.0
Teleport, Port Authority 20 94.3 10.0 0.0 10.0
Trust for Cultural Resources 249 156.4 17.8 2.0 15.8
TOTAL: PUBLIC AGENCIES 7,571 24,519.3 2,793.3 585.0 2,208.3
Total Residential 6,247 8,581.6 1,068.9 72.9 996.0
Total Commercial/lndustrial 1,324 15,937.7 1,7244 512.1 1,212.3

1. PILOT includes $200 million for FY 2022 and FY 2023 from the Hudson Yards Infrastructure Corporation (HYIC).
2. Abatement applied to the entire tax bill is equal to the PILOT payment. The PILOT is paid directly to the BBPDC.

3. Based on the January Financial Plan for Fiscal Year 2023.
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Table 6
PUBLIC AGENCIES
REAL PROPERTY TAX EXPENDITURES BY BOROUGH
Fiscal Year 2023

CITYWIDE MANHATTAN THE BRONX
Number Gross Tax Number Gross Tax Number Gross Tax
of Expenditure of Expenditure of Expenditure
Exemptions ($ millions) Exemptions ($ millions) Exemptions ($ millions)
Industrial Development Agency 334 578.4 89 275.2 47 137.2
Economic Development Corp. 222 370.9 87 272.6 15 155
NYC Housing Authority 1,154 731.7 236 333.8 254 123.3
Urban Development Corporation 842 413.3 629 236.7 2 13
Brooklyn Bridge Park Development Corp. 874 21.6 0 0.0 0 0.0
NYS Power Authority 30 140.0 3 3.0 4 121
Battery Park City Authority 3,826 310.5 3,826 310.5 0 0.0
World Trade Center, Port Authority 20 199.0 20 199.0 0 0.0
Teleport, Port Authority 20 10.0 0 0.0 0 0.0
Trust for Cultural Resources 249 17.8 249 17.8 0 0.0
TOTAL: PUBLIC AGENCIES 7,571 2,793.3 5,139 1,648.6 322 289.4
BROOKLYN QUEENS STATEN ISLAND
Number Gross Tax Number Gross Tax Number Gross Tax
of Expenditure of Expenditure of Expenditure
Exemptions ($ millions) Exemptions ($ millions) Exemptions ($ millions)
Industrial Development Agency 84 141 102 150.9 12 1.0
Economic Development Corp. 39 715 6 5.6 75 5.7
NYC Housing Authority 473 204.9 176 58.3 15 11.4
Urban Development Corporation 12 108.9 199 66.4 0 0.0
Brooklyn Bridge Park Development Corp. 874 21.6 0 0.0 0 0.0
NYS Power Authority 3 9.1 16 112.9 4 3.0
Battery Park City Authority 0 0.0 0 0.0 0 0.0
World Trade Center, Port Authority 0 0.0 0 0.0 0 0.0
Teleport, Port Authority 0 0.0 0 0.0 20 10.0
Trust for Cultural Resources 0 0.0 0 0.0 0 0.0
TOTAL: PUBLIC AGENCIES 1,485 430.1 499 394.1 126 31.2
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Industrial Development Agency (IDA)

Citation

NYS General Municipal Law, Section 917; NYS Real Property Tax Law, Section 412-a
Policy Objective

Encourage business expansion and increase employment in New York City.

Description

The City’s Industrial Development Agency (IDA) assists eligible manufacturing, industrial and
commercial businesses interested in large-scale expansion or modernization through the
purchase of land, buildings, machinery, and equipment. The IDA helps businesses gain access
to the capital markets through the sale of industrial revenue bonds, the interest from which is
exempt from some or all taxes. The result is lower-cost project financing.

All real property acquired or constructed with the use of IDA financing is exempt from Real
Property Taxation. The exemption benefits are passed on to the project owners through
leaseback arrangements. Lease payments are equivalent to debt service on bonds plus
payments in lieu of taxes (PILOTS) on land and buildings.

The enabling legislation does not have a sunset provision.

Tax Expenditure (net after PILOTS)

$350.4 million
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Economic Development Corporation (EDC)

Citation
NYS Real Property Tax Law, Section 412
Policy Objective

To encourage real estate development that protects and enhances the City’s job and income
base.

Description

The Economic Development Corporation (EDC) is a non-profit local development corporation,
acting as an independent entity under contract to the City to assist and promote real estate
development. EDC assists developers in all the stages of a project, from planning and design
to negotiations, financing, and construction. A major focus of EDC efforts is development
outside Manhattan. EDC also leases City-owned property and then subleases it to private
developers for construction of commercial and industrial projects. Ground lease agreements
include a rental formula for payments in lieu of taxes (PILOTS) on both the land and project
buildings.

The enabling legislation for EDC does not have a sunset provision.
Tax Expenditure (net after PILOTS)

$225.9 million
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New York City Housing Authority (NYCHA)

Citation

NYS Public Housing Law, Section 52; NYS Real Property Tax Law, Section 414
Policy Objective

Provide housing for low-income residents of New York City.

Description

Except for New York State-assisted projects, NYCHA property is exempt from direct taxation.
City-aided projects are exempt for a period of 50 years and Federally aided projects may be
exempt for up to 60 years. (Upon the expiration of the initial 50- or 60-year exemption period,
an additional 50- or 60-year exemption period may be granted.) However, by law, the City
may require payments in lieu of taxes (PILOTs) from NYCHA projects and collected these
payments through FY 2014. The City waived payments for FY 2015 and subsequent years to
help stabilize NYCHA'’s financial crisis.

Until FY 2014, the fixed annual PILOT for NYCHA’s City-funded projects was $109,000. For
the Federally aided projects, NYCHA paid a PILOT based on net routine operating expenses,
which may vary annually. As assessed value for the State projects has been held constant for
many years, there was a substantial implicit tax expenditure.

As of June 30, 2022, NYCHA operated 277 developments with 162,143 apartments with
approximately 336,498 residents. NYCHA also administers a citywide Section 8 Leased
Housing Program in private rental apartments for 93,047 households.

Distributional Information

In FY 2023, there were 998 residential exemptions representing 195,302 housing units with an
exempt assessed value of $5,839.3 million. There were 156 commercial exemptions with an
exempt assessed value of $139.7 million. NYCHA benefits were distributed throughout all
boroughs. Manhattan, Brooklyn, and the Bronx had the greatest proportion of NYCHA
residential exempt value. Rental properties comprised 99 percent of NYCHA residential
exemptions. Additional distributional information appears in Appendix I1I.

NYCHA provided household income data for 156,289 households living in public housing as
of June 30, 2022. Based on these data, the income distribution of households is as follows:
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Number of Percentage of
Household Income Households Households
Annual Income Under Review 4,063 2.6%
$0 - $9,999 30,766 19.7%
$10,000 - $12,499 26,665 17.1%
$12,500 - $14,999 10,514 6.7%
$15,000 - $19,999 19,528 12.5%
$20,000 - $24,999 13,126 8.4%
$25,000 - $29,999 10,251 6.6%
$30,000 - $34,999 8,274 5.3%
$35,000 - $39,999 6,549 4.2%
$40,000 - $44,999 5,411 3.5%
$45,000 - $49,999 4,577 2.9%
$50,000 and Over 16,565 10.6%
Total 156,289 100.0%

Source: New York City Housing Authority, Department of Research and Management

Analysis.

Tax Expenditure

$731.7 million.
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Urban Development Corporation (UDC)

Citation
NYS Unconsolidated Laws, Title 16, Chapter 24; NYS Real Property Tax Law, Section 412
Policy Objective

To create and retain jobs in New York State, with particular emphasis on targeting
economically distressed areas.

Description

Created in 1968, the Urban Development Corporation (UDC) is a New York State agency that
finances, constructs and operates residential, commercial, industrial, and civic facilities. An
important tool in the State’s economic development program, the UDC provides financing and
technical assistance to businesses and local governments. Examples of UDC-assisted projects
include the Columbia University Telecommunications Center, the Jacob K. Javits Convention
Center, and the Roosevelt Island housing development.

The UDC exemption does not have a sunset provision.
Distributional Information
In FY 2023, there were 793 residential and 49 commercial exemptions under this program.

The properties contained 19,324 units with an exempt assessed value of $3,645.9 million, of
which $2,093.7 million was commercial.

UDC Benefits by Property Type

Exempt
Property Type Units Assessed Value
Condos 3.9% 2.1%
Coops 48.6% 16.7%
Mixed Use 0.8% 57.4%
Rentals 46.7% 23.7%
Total 100.0% 100.0%

Tax Expenditure

$413.3 million

72



Real Property Tax

Brooklyn Bridge Park Development Corporation (BBPDC)

Citation

New York State Urban Development Corporation Act (UDCA) Section 16-n2; the UDCA was
enacted by Chapter 174 of the Laws of 1968, as amended

Policy Objective

Create the mechanism to fund the operation, maintenance, and improvement of Brooklyn
Bridge Park.

Description

Parcels within the Brooklyn Bridge Park Civic Project, which include the 85-acre public park
on the Brooklyn waterfront, residential condominium units, and commercial parcels, receive a
full tax abatement, following application of other abatements. The condominium units and
commercial parcels then remit payments in lieu of taxes (PILOTS) to the BBPDC equivalent to
that of real estate tax payments otherwise payable, with the funds administered by BBPDC and
dedicated specifically to the improvement, operation, and maintenance of Brooklyn Bridge
Park.

Section 16-n2 of the UDCA concerns collection of PILOTSs within the Project and provides the
following:

() requires that each lease for a parcel on which residential condominium units are located
must provide for PILOTSs by each residential unit owner in an amount equal to the amount
of real property taxes that would otherwise be payable with respect to such unit if the parcel
were not located within the Project;

(b) permits the lease for a parcel on which a non-residential condominium unit is located to
provide for PILOTs by non-residential unit owners of amounts corresponding to real
property taxes that would otherwise be payable if the parcel were not located within the
Project;

(c) permits such leases to require payment of interest on overdue PILOTS equivalent to
amounts provided for payment of interest on overdue real property taxes in the City;

(d) requires that all PILOTS, and all interest and earnings thereon, (i) from the effective date
of this section until the twentieth anniversary thereof, shall be used to improve, maintain
and operate the Park and (ii) from such anniversary, or earlier by agreement between the
BBPDC, the City, and the State (acting by an entity designated by the Governor), shall be
used (1) to improve, maintain and operate the Park, (2) to fund reserve accounts for
improvement, operation and maintenance of the Park, or (3) be paid into the City’s general
fund to be used for general public purposes; and
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(e) permits the engagement of any State or City agency, department, or authority to provide
PILOTSs collection and enforcement services.

Distributional Information

In FY 2023, 697 condominiums and 1 rental parcel received tax abatements. There were 176
commercial abatements.

Tax Expenditure (net after PILOTS)

$21.6 million
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New York Power Authority

Citation
NYS Public Authorities Law, Article 5, Title 1; NYS Real Property Tax Law, Section 412
Policy Objective

Provide low-cost electric energy through seven investor-owned utilities and 51 municipal and
cooperative systems.

Description

The New York Power Authority finances, constructs, and operates electric generating and
transmission facilities. Construction is financed through the sale of tax-exempt bonds.
Revenues from the sale of power to public agencies, industries, investor-owned utilities, and
municipalities throughout the State cover the costs of debt service and project operations. In
the New York metropolitan area, the Authority directly provides low-cost power to government
agencies promoting economic development.

The Power Authority’s enabling legislation does not have a sunset provision.

Tax Expenditure

$140.0 million
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Battery Park City Authority (BPCA)

Citation

NYS Public Authorities Law, Section 1981; NYS Real Property Tax Law, Section 412
Policy Objective

Manage the development of a mixed commercial/residential community whose amenities serve
the larger New York community.

Description

The Battery Park City Authority (BPCA) was created in 1968 by the Battery Park City Act. In
cooperation with the City and the private sector, the Authority has developed a mixed-use
community, combining residential and commercial properties with public facilities (schools,
parks, etc.) and utilities. Under a 1981 agreement with a developer, four office towers
containing six million square feet of space were completed in 1987.

PILOT payments remitted annually by the Authority, as stipulated in the 1986 Amendment to
the Settlement Agreement between BPCA and the City of New York, are currently used as
additional support for City housing programs. The Housing New York Agreement provides
for BPCA revenues to back bond issues as well; in this regard, $400 million in net proceeds
from bonds issued by the Housing New York Corporation will allow for the increase of low-
and moderate-income housing production throughout the City. The enabling legislation does
not have a sunset provision.

Distributional Information
In FY 2023, there were 3,758 residential exemptions with an exempt value of $1.2 billion,
providing tax relief for 3,746 condominiums and 4,270 rental apartments. There were 68

commercial exemptions with an exempt value of $1,545.1 million. Additional distributional
information appears in Appendix I11.

BPCA Benefits by Property Type

Exempt
Property Type Units  Assessed Value
Condos 46.2% 23.1%
Mixed Use 1.1% 56.5%
Rentals 52.7% 20.4%
Total 100.0% 100.0%
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Tax Expenditure (net after PILOTS)

$155.5 million
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World Trade Center, Port Authority of NY and NJ

Citation
NYS Unconsolidated Laws, Title 17, Chapter 5, Section 6611
Policy Objective

To encourage economic development in the New York-New Jersey region, and, specifically,
in the Lower Manhattan area.

Description

The World Trade Center (WTC), owned and operated by the Port Authority of New York and
New Jersey, is in the process of being redeveloped in the aftermath of the events of September
11, 2001.

Although exempt from taxation, the WTC makes payments in lieu of taxes (PILOTS) to the
City. The PILOTSs are based on the rental of private space in the WTC multiplied by a fixed
amount per square foot. The PILOTSs are adjusted to reflect increases in assessments of
comparable office buildings in the financial district and tax rate changes.

The enabling legislation that exempts World Trade Center property from taxation contains no
sunset provision.

Tax Expenditure (net after PILOTS)

$144.0 million
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Teleport Center, Port Authority of NY and NJ

Citation
NYS Unconsolidated Laws, Title 17, Chapter 26; NYS Real Property Tax Law, Section 412
Policy Objective

Provide state-of-the-art communications technology with the goal of encouraging the economic
development of the New York-New Jersey region.

Description

The Teleport Center, located on land owned by the Port Authority of New York and New
Jersey, is a joint venture among the Authority, Merrill Lynch and Western Union, developing
and utilizing the latest technology in worldwide telecommunications. The Center provides
fiber-optic links with the participating companies’ Manhattan offices.

The Port Authority’s enabling legislation does not contain any sunset provisions.

Tax Expenditure

$10.0 million
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Trust for Cultural Resources of the City of New York - Museum of Modern Art

Citation

NYS Arts and Cultural Affairs Law, Sections 20.33 and 21.11
Policy Objective

To support the expansion and operating costs of cultural institutions deemed to be essential for
the general and economic welfare of the State and City.

Description

In 1976, the legislature enacted legislation that provides for the creation of cultural trusts
(public benefit corporations). The legislation further provides that: (1) the trust shall submit
annual financial reports to the governor and mayor; and (2) the State comptroller and the City’s
chief fiscal officer are authorized to examine the books and records of the trust at least once
every three years or, in lieu thereof, accept from the trust an external examination made by a
certified public accountant acceptable to such officer.

The only trust that has been created to date is for the Museum of Modern Art in New York
City. Asaresult, a 52-story tower was developed adjacent to the museum, containing six floors
dedicated to the Museum and 260 residential condominiums.

The residential portion of the building is exempt from City Real Property Taxes. However, the
condominiums make payments to the trust, equivalent to Real Property Taxes. These payments
are used primarily to defray administrative costs of the trust, fund the debt service on the mixed-
use facility and provide the cultural institution with funds for operating expenses.

Tax Expenditure (net after PILOTS)

$15.8 million
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PART llI

BUSINESS INCOME AND EXCISE TAX EXPENDITURES

Overview

The tax expenditures in this section derive from provisions of New York City tax law concerning the
following business income and excise taxes: Business Corporation Tax; General Corporation Tax;
Unincorporated Business Tax; Banking Corporation Tax; Utility Tax; Mortgage Recording Tax; Real
Property Transfer Tax; and Commercial Rent Tax. Appendix Il has descriptions of each tax, including
the tax rate and base.

Certain tax benefits are explicitly designed to foster economic development. Other tax expenditures,
while created for economic development purposes, are also intended to reflect the unique economic
activity in which certain industries are engaged. For example, there are special rules for allocating net
income for the broadcasting, publishing, and mutual fund industries. Still other tax expenditures are
created for social objectives, such as to assist the dramatic arts or to promote certain types of scientific
research.

Table 7 summarizes business income and excise tax expenditures for the most recent available tax year.
Estimates are based on Department of Finance data, unless otherwise noted. The estimates are stated
on a tax year rather than New York City fiscal year basis. Tax expenditures are not quantifiable for some
programs.

Following the summary table is a description of each program. Descriptions include legal citations

and, where applicable, information regarding the years to which tax benefits can be carried forward.
The number of businesses that benefit from tax expenditure programs is provided where available.
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Table 7

BUSINESS INCOME AND EXCISE TAX EXPENDITURES
(in millions of dollars)

Program Amount
Business Income Taxes (TY 2019)

Insurance Corporation NON-TaXation............oeiniiiii e 613
Business and Investment Capital Tax Limitation.............cc.coooiiiiiii e, 161
Special Lower Tax Rate on Capital of Cooperative Housing Corporations...............cccovevvenennn.n. 63
Special Deduction in Determining Entire Net Income of Certain Banking Institutions................... 40
Reduced Corporate Tax Rates for Qualified Manufacturers and Other Small Businesses............. 33
Relocation and Employment Assistance Program (REAP) ... ..o 30
Special Allocation Rule: Regulated Investment Company (RIC) Management Fees..................... 20
Special Lower Tax Rate on Capital of Utilities and Insurance Corporations...............cccccoviennnn. 6
Three-Factor Method for Allocation of Business Income & Capital..............ccocceeiiiiiiiiiiiiinnnn., 2
Beer Production Credit for Beer Produced in NYC.......coouiiiiiiiiiiiiii e <1
Employment Opportunity Relocation Costs Credit and Industrial Business Zone Credit............... <1
Real Property Tax Escalation Credit............oouviiiiiii e 0
International Banking Facility DeduCtion.......... ..o 0
Excise and Other Taxes (TY 2021)

Housing Development Fund Company Transfers............oviuiiiiiiiie e 64
Small BuSINESS CRT Credit . ....iiiieiiiiieeei et e e e e e e eaen s 16
Commercial Revitalization Program............c.iiii i 11
Energy Cost Savings Program Credit......... ..o 10
Real Estate INvestment TrustS. ... ... e 4
Dramatic or Musical Arts Performance Exemption.............coooiiiiiiiiiii e <1
B 1o ] - 1 1,072

Not Quantifiable
Air Pollution Control Facilities Deduction
Credit Line Mortgages
Owner, Lessee or Fiduciary that Holds, Leases or Manages Real Property
Purchase and Sale of Property or Financial Instruments for Taxpayers' Own Account
Small Corporation Exemption from Alternative Taxes
Special Allocation Rules:
Credit Card Interest
Newspaper and Periodical Publishers' Advertising Sales Receipts
Radio/TV Commercial Receipts and Subscriber Charges
Certain Senice Receipts of Registered Securities or Commodities Brokers or Dealers

Not Applicable in TY 2019
Childcare Credit Against Certain Business Income Taxes (starts TY 2021)
Small Business Grants Exclusion from Business Income Taxes (starts TY 2023)

* This program has an excise tax component.
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Insurance Corporation Non-Taxation

Citation

Chapter 649, Section 11, NYS Laws of 1974

Policy Objective

Promote the New York City insurance industry.

Description

Corporations with income allocable to New York City are normally subject to City taxation.
Except for out-of-state insurance companies insuring City property against fire loss or damage,
insurance companies operating in the City are not subject to taxation on income from their
insurance services, or on income from their non-insurance activities, such as real estate or

financial services activities.

Prior to 1974, New York City taxed all insurance companies on premiums received on risks
located or resident in the City. This tax was discontinued in 1974.

Taxes Affected

General Corporation Tax
Business Corporation Tax

Tax Expenditure

$613 million
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Business and Investment Capital Tax Limitation

Citation
NYC Administrative Code, Sections 11-604 (1)(F) and 11-654(1) (e)(1)(ii)
Policy Objective

Limit the City tax liability of corporations that have large net worth and relatively little taxable
income.

Description

General Corporation Tax

A corporation subject to taxation in New York City determines its tax liability by making three
alternative calculations (net income, net income plus compensation paid to certain shareholders
and business and investment capital), comparing the results to a sliding scale fixed minimum
amount and paying the largest of the four amounts. Beginning in TY 2009, a corporation’s tax
on New York City allocated business and investment capital is limited to a maximum of $1
million.

Business Corporation Tax

A taxpayer determines its tax liability by making two calculations (net business income and
business capital), comparing the results to a sliding scale fixed minimum amount and paying
the largest of the three amounts. Under the Business Corporation Tax, a corporation’s tax on
allocated business capital is limited to a maximum of $10 million.

Taxes Affected

General Corporation Tax
Business Corporation Tax

Tax Expenditure

General Corporation Tax: $4 million
Business Corporation Tax: $158 million

Number of Beneficiaries

Fewer than 10 corporations
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Housing Development Fund Company (HDFC) Transfers

Citation

NYC Administrative Code, Section 11-2106.9

Policy Objective

Encourage investment in low-income housing developments.

Description

Under legislation enacted in 2016, and effective August 19, 2016, qualifying transfers of real
property by or to housing development fund companies organized pursuant to Article 11 of the
NYS Private Housing Finance Law (or by or to entities they control) are exempted from the
City Real Property Transfer Tax. The exemption is retroactive to transfers occurring on or after
January 1, 2010.

To qualify for the exemption, the property must be subject to a regulatory agreement with New
York State or one of its municipal or public corporations. Among other conditions, the
agreement must, for at least 30 years, restrict more than 50 percent of the property’s floor area
(other than common areas) to residential use, and restrict at least two-thirds of the residential
space to use by low-income individuals or families. If less than 100 percent of the property’s
floor area is to be used by low-income residents, a partial transfer tax will apply based on the
percentage of the space that is not so used.

If a regulatory agreement is not in place at the time a transfer occurs, the transfer tax must be

paid; however, if the property is made subject to a qualifying regulatory agreement within the
following two years, a refund can be applied for.

Taxes Affected
Real Property Transfer Tax
Tax Expenditure

$64 million, representing 94 transactions
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Special Lower Tax Rate on Capital of Cooperative Housing Corporations

Citation

NYC Administrative Code, Sections 11-604 E(a)(2) and 11-654 (1)(e)(1)(ii)(B)

Policy Objective

Promote cooperative housing corporations in New York City.

Description

Capital allocated to New York City is normally taxed at the rate of 0.15 percent. However,
cooperative housing corporations are taxed at a rate of 0.04 percent on capital allocated to the
City under the Business Corporation Tax and General Corporation Tax.

Taxes Affected

General Corporation Tax
Business Corporation Tax

Tax Expenditure

General Corporation Tax: less than $100,000
Business Corporation Tax: $63 million

Number of Beneficiaries

4,784 corporations
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Special Deduction in Determining Entire Net Income of Certain Banking
Institutions

Citation

NYC Administrative Code, Section 11-652.8(q), (r), (s) and (t)
Policy Objective

Encourage local lending in New York City.

Description

The Business Corporation Tax allows qualifying banking institutions to claim certain
deductions in calculating entire net income subject to tax. The types of institutions that can
qualify for benefits under this program include (1) small thrift institutions and qualified
community banks that make New York City small business loans and New York City
residential mortgage loans; (2) thrifts and qualified community banks holding qualified
residential loan portfolios; and (3) institutions with less than $150 billion of assets that make
or purchase loans secured by residential real property in the City used for affordable housing
or located in a low income community. The allowable deduction may be for a portion of the
interest income received on qualifying loans or a percentage of entire net income determined
with reference to the amount of the federal bad debt deduction claimed. Special rules may
apply to a small thrift or qualified community bank that maintained a captive REIT as of April
1, 2014.

Taxes Affected

Business Corporation Tax

Tax Expenditure

Institutions that make NYC small business and residential mortgage loans: $7 million
Institutions that hold qualified residential loan portfolios: $2 million

Institutions with less than $150 billion of assets that make or purchase loans secured by
residential real property in the City used for affordable housing or located in a low-income

community: $13 million
Institutions that maintained a captive REIT as of April 1, 2014: $17 million

Number of Beneficiaries

51 corporations

87



Business Income and Excise Taxes

Reduced Corporate Tax Rates for Qualified Manufacturers and Other Small
Businesses

Citation
NYC Administrative Code, Section 11-654.1(j) and (k)
Policy Objective

Encourage manufacturing firms and small businesses to conduct their operations in New York
City.

Description

Under the Business Corporation Tax, the rate of the tax on allocated business income is 8.85
percent (or 9 percent for financial corporations with assets exceeding $100 billion that meet
certain other criteria). Manufacturing companies and small businesses that meet certain
conditions can, however, qualify for lower rates, but not lower than 4.425 percent or 6.5
percent, respectively.

Qualified New York Manufacturing Corporations

A qualified New York manufacturing corporation is a firm that derives more than 50 percent
of its gross receipts from the sale of goods that it manufactures, and that either (1) has
manufacturing property in New York State with an adjusted basis of at least $1 million, or (2)
has more than 50 percent of all its real and personal property in the State.

If a qualified manufacturing corporation’s business income allocated to the City is less than
$10 million and unallocated business income is less than $20 million, its tax rate is 4.425
percent. Under a statutory formula, that lower rate is phased out for firms with allocated
business income between $10 million and $20 million and business income before allocation
between $20 million and $40 million.

Other Small Businesses

A firm’s status as a small business depends on the amount of its business income. If a
corporation’s business income allocated to the City is less than $1 million and unallocated
business income is less than $2 million, its tax rate is 6.5 percent. That lower rate is phased out
for firms with allocated business income between $1 million and $1.5 million and business
income before allocation between $2 million and $3 million.

Taxes Affected

Business Corporation Tax
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Tax Expenditure

Manufacturers: $2 million
Other Small Businesses: $31 million

Number of Beneficiaries

Manufacturers: 1,080 corporations
Other Small Businesses: 46,234 corporations
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Relocation and Employment Assistance Program (REAP)

Citation

NYC Administrative Code, Sections 11-503(i), 11-503(f), 11-604.17, 11-604.19, 11-643.7, 11-
643.9, 11-654.17, 11-654.19, 11-1105.2, 11-1105.3, and Chapters 6-b and 6-c of Title 22

Policy Objective

Promote business development in Manhattan north of 96th Street, in Lower Manhattan and in
the other boroughs of New York City.

Description

A credit is available for certain taxpayers that relocate all or part of their business operations
to eligible premises in Upper Manhattan (the area above 96th Street), Lower Manhattan
(approximately the area below Houston Street), or the other boroughs, from outside New York
City. Under the original program, a business income tax credit of $500 per eligible employment
share, generally the equivalent of one full-time employee, was available for the year of
relocation and for a maximum of eleven succeeding tax years. Legislation enacted in 1995
increased the business income tax credit to $1,000 per eligible employment share for recipients
that received their certificate of eligibility on or after July 1, 1995. Under legislation enacted
in 2000, firms that relocate to “revitalization areas” in Upper Manhattan or the other boroughs
may qualify for a credit of $3,000 per eligible employment share; starting in 2004, a $3,000
credit is also available to eligible firms that relocate to Lower Manhattan. Taxpayers subject
to the Business Corporation Tax, enacted in 2015, can also qualify for the REAP credit.

Taxpayers must be certified annually by the City to participate in this program. A firm must
receive its certificate of eligibility or file a preliminary application and fulfill certain
requirements before July 1, 2025, to be eligible to receive REAP benefits.

Distributional Information

The data below are from business income tax returns that received the REAP credit and met all
documentation requirements for the program.
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REAP RECIPIENTS BY INDUSTRY SECTOR
TAX YEAR 2019

Filers REAP Credit
Amount

Industry Sector Number Percent ($ millions)  Percent
Finance & Insurance, Real Estate, Information 22 11% 4.3 15%
Senices 96 48% 9.2 31%
Trade 38 19% 3.2 11%
Manufacturing 14 7% 2.2 8%
Other 30 15% 10.6 36%
Total 200 100% $29.5 100%

Taxes Affected

Banking Corporation Tax
General Corporation Tax
Business Corporation Tax
Unincorporated Business Tax
Utility Tax

Tax Expenditure

$30 million

Number of Beneficiaries

200 firms
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Special Allocation Rule: Regulated Investment Company (RIC) Management

Fees

Citation
NYC Administrative Code, Sections 11-508(e-2), 11-604.3(a)(5) and 11-642(a)(G)(2)
Policy Objective

Promote the activities of managers of RICs (commonly known as mutual funds) in New York
City.

Description

In determining their business allocation percentage, under the Banking Corporation Tax,
General Corporation Tax, and Unincorporated Business Tax, taxpayers normally determine the
source of receipts from services based upon where the services were performed. However, a
mutual fund management company’s receipts from management, administration or distribution
services rendered to the mutual fund are allocated based on the percentage of the RIC’s
shareholders domiciled in New York City. For this purpose, a shareholder’s mailing address
is presumed to be the shareholder’s domicile.

The allocation of receipts is based upon the RIC’s average “monthly percentage,” which is
calculated by dividing (a) the number of shares in the RIC that are owned on the last day of the
month by shareholders domiciled in the City by (b) the total number of shares in the RIC
outstanding on that date. Once calculated, the RIC’s average monthly percentage for the
taxable year is multiplied by the management company’s receipts from management,
administration, or distribution services.

Comparable rul