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New York City Council Proposes
Ending Property Taxes for LowIncome Co-ops
The buildings, many badly mismanaged, would come under tighter rules in return

The Grinnell, a limited-income co-op at 800 Riverside Drive. PHOTO: CLAUDIO PAPAPIETRO FOR THE WALL STREET
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The New York City Council is proposing to eliminate property taxes for the city’s 1,271
limited-income co-ops in exchange for tighter rules, an effort designed to preserve an
unusual affordable-housing resource in the city.
Many of the co-ops were created in the 1980s and 1990s to boost homeownership among
the poor. People living in city-owned buildings were able to buy apartments for $250
each.
The new proposal is designed to address two issues that have emerged in recent years:
Some distressed buildings aren’t paying their property taxes and water bills; and some
successful buildings, though designated as limited-income co-ops, have sold apartments
for high prices. Some have gone for more than $1 million.
A 14-member City Council task force on affordable housing, including Speaker Melissa
Mark-Viverito, proposed the changes in a letter this month to Vicki Been, head of the
city’s Housing Preservation and Development Department.
The cost of the City Council proposal isn’t yet clear. The city’s Independent Budget
Office is studying the issue. In the fiscal year ending in June 2014, the city billed a group
of about 1,000 limited-income co-ops $21.1 million in property taxes, but collected only
$14.1 million, according to data from the budget office.
The new abatement proposals don’t address tax arrears.
“The members of this task force are concerned about alarming developments that may
risk the longevity of the program and the preservation of these affordable units,” the
letter noted.
The limited-income apartment buildings, which are known as Housing Development
Fund Corp., or HDFC, co-ops, were created over decades under state law. Many have
operated with limited or no city oversight. Most received partial property-tax

abatements when they were
set up, but the tax bills
automatically increased year
by year.
The proposed rules would
offer full tax abatements only
to co-ops that sign tougher
agreements on how the
buildings are operated. Strict
limits would be set on both
the income of buyers and the
price at which units could be
sold. The rules would also
require co-ops to hire outside
managers.
“The current situation both
imposes more taxes than we
think are necessary and leaves the public with far too-weak guarantees of long-term
affordability,” said Councilman Mark Levine of Manhattan, co-chairman of the task
force with Jumaane D. Williams of Brooklyn. “It is crying out for reform.”
In a statement, the city’s housing-preservation department said it has been working
with housing-advocacy groups to create more oversight of the buildings, “the vast
majority of which are currently unregulated.” But it didn’t specifically endorse a full tax
abatement.
The city agrees with the view that “we need both carrots and sticks to ensure the longterm financial viability of this critical housing stock,” the statement noted.
The HDFC co-ops, especially in expensive Manhattan neighborhoods, have long been
known in the brokerage community as a source of inexpensive housing for young people
with limited or no income, but with financial help from parents.
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A review by The Wall Street Journal of sales at 540 limited-income co-ops in Manhattan
since 2005 found 220 sales for more than $500,000 each, including 20 sales for more
than $1 million. The priciest was the $2.025 million sale of a three-bedroom apartment
last year at the Grinnell, a century-old Renaissance Revival building at Riverside Drive
and West 157th Street.
The limited-income building has no regulatory agreement with the city, as some others
do, city officials say. It uses a different interpretation of state law than the city does in
determining income limits for buyers. Several board members didn’t respond to a
request for comment.
Councilman Antonio Reynoso, said that as housing prices rose in Williamsburg, in his
district, limited-income co-op owners began selling co-ops at high prices there too, in
violation of city and state rules.
“They might have gotten the apartment for $250 and are selling it for $250,000,” he said.
“We are trying to build a policy so the entire building is invested in maintaining
affordability.”
Andy Reicher, executive director of the Urban Homesteading Assistance Board, which
works with low-income co-ops, said the cost of a full tax abatement for the preservation
of a co-op apartment would be a fraction of the cost to create an affordable unit under

the 421-a tax-abatement program for developers.
It is unclear whether the tax abatements would go far enough to help many very
troubled HDFC’s, nearly a third of which have at least some property-tax arrears.
At 501 W. 143rd St., a large group of shareholders struggled for years to oust a managing
agent and a three-member board that had run up more than $3.2 million in tax arrears,
water bills and other city charges, and had failed to provide annual financial statements.
In July, the new group got control of the building and has been fending off a city
foreclosure because of the tax bills owed. They are trying to persuade the city and
elected officials to give them a second chance.
Ronaldo Kiel, the new board president, said more rules may not always be the answer.
He said the city already had authority under his building’s bylaws to conduct an audit in
response to complaints but hadn’t intervened. An audit could have “prevented all this,”
he said.
Write to Josh Barbanel at josh.barbanel@wsj.com
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