NEW YORK…. NAKED

That is how it almost feels considering that New York City currently has no as-of-right tax exemption programs for new commercial, industrial or residential development.

As many of you know, the 421-a tax exemption program expired at the end of 2010.  This tax exemption program covered new construction of residential properties that contained four or more units. 

The 421-a program that passed in 2007 and 2008 had its flaws.  First of all, it was a dramatic change from an old program with uncomplicated benefits to a new program that was designed for a hot real estate market while containing a confusing benefit formula.  Unfortunately, the market at that point in time was already declining.  Second, it included exclusionary areas (requiring 20% on-site affordable housing) where the market rate housing could never subsidize the affordable housing.  Third, after three years, a commission was supposed to be formed to study the various real estate markets in the City to determine if the exclusionary zones should be changed (the study was never done).  Fourth, it eliminated three-family dwellings from eligibility, and these were supposed to be placed in a new 421-b program.  And finally, it reduced benefits and eliminated the negotiable certificate program.
Of course, the 421-b tax exemption program for one- and two- family homes was eliminated in 2006 and has never been renewed, even with a promise by the Mayor and the Speaker of the Council to work on a new program as part of its promise to include within it three-family dwellings that were being excluded under the 421-a program.

The Industrial and Commercial Abatement Program (ICAP), which provided a tax abatement for renovation or new construction of commercial and industrial properties, expired as of March 1, 2011.  ICAP had its flaws when compared with the old Industrial and Commercial Incentive Program (ICIP). ICAP reduced benefits when compared with ICIP and the ICAP law also set up a bureaucratic morass with a set of tricks designed to eliminate applications.  But it was still a useful program for most projects if you could steer through the hurdles placed in front of you.

Despite that, people could still use these programs, although the current real estate markets mostly have projects that are being completed under the old 421-a and ICIP programs.  However, as the real estate market in New York City struggles to move forward, the City has no programs to assist the development community in creating new buildings.  

We are going to push our State legislators to renew these programs.  In fact, the legislators should really improve them and correct flaws within them, but that might be asking for too much.  But in the interim, we are….

New York…. Naked.

