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The Coop/Condo Abatement and Residential Property Tax Reform in New York City 


In fiscal year 1997, the city began granting a partial property tax abatement to owners of coop and condominium apartments.  The abatement, which currently costs the city $156 million in foregone tax collections, was intended to reduce the differences in tax burdens between owners of apartments and houses.  Designed as a temporary three-year program intended to give way to a permanent solution to fully eliminate those differences, the abatement is scheduled to expire at the end of this fiscal year.  As a result, the Mayor and the City Council will soon decide whether to ask the State Legislature to extend the program or find a new way to deliver the desired tax benefits.  IBO has prepared this fiscal brief to provide policy makers and the public with information to help in evaluating the existing abatement and alternative proposals for residential property tax reform.  Key findings include:

· The tax treatment of different types of residential property varies widely and owners of coops and condos generally face higher burdens than do the owners of class 1 (one-, two-, and three-family) homes.  Because a provision of state law forces the city to undervalue coops and condos, however, the disparity in tax treatment between class 1 and coops and condos is not nearly as great as initially appears.

· Tax burdens on coops and condos in Manhattan are much lower than coop and condo burdens in other boroughs.  In fact, tax burdens on many Manhattan coops and condos are below the burdens on class 1 homes—even before taking the tax abatement into account.

· Another motivation for the current abatement was to assist coops, primarily outside of Manhattan, that were having financial difficulties in the wake of the collapse of housing prices during the last recession.  However, more than three-quarters of all tax abatement dollars flow to Manhattan.
· Because so much of the difference in tax burdens between coops and condos and class 1 homeowners is attributable to differences in assessment procedures, an abatement is a particularly ineffective tool for bridging the gap.  The current abatement has seriously worsened the already significant inequities in tax burdens facing coops and condos in different areas of the city.

· IBO estimates that $29 million—or 19 percent of the $156 million expended on the abatement during the current fiscal year—is being spent unnecessarily given the goal of the program is to equalize the tax treatment between coops and condos on the one hand and class 1 houses on the other.

· Of that $29 million, $19 million flows to Manhattan coop and condo owners whose burdens are so low that they were being effectively taxed below the class 1 level before the abatement.  An additional $10 million is being wasted where the abatement results in burdens being reduced below class 1 levels.

· If reducing property taxes for coop and condo owners continues to be viewed as a desirable goal of city policy, then in the near term, these inefficiencies could be mitigated by reducing tax abatements for coops and condos in some Manhattan neighborhoods.  An efficient and equitable long-term solution would require changing how coop and condo buildings are valued and assessed.

Introduction

The current coop/condo abatement was intended as an interim step towards fixing one of the problems with the city’s treatment of residential property for tax purposes: the difference in tax burdens between owners of houses and owners of apartments.  With so much effort and tax expenditure directed towards reforming the tax treatment of coops and condos, policy makers have paid less attention to other problems in the residential class in recent years.  These include strikingly slow growth in the property tax base due to assessment caps, statute-driven shifts of burdens from small to large apartment buildings, and very wide variations in property tax burdens between different types of residential properties, with rental buildings facing the highest.

Homeowners nationwide have received preferential tax treatment at all levels of government, the most substantial preference being the exclusion from income taxation of the imputed rental income from homeownership.  Local practices vary widely in offering preferences to homeowners through the property tax, although in many areas private homes—and sometimes all residential property—do have lower effective tax rates than commercial properties.  The relative burdens faced by rental properties vary depending on whether they are included with homeowners in an overall residential class and the extent of any homeowner or residential preferences.

New York City has always given preferential property tax treatment to one-, two-, and three-family houses, with the benefit made more explicit in recent decades.  As shown below, even before the abatement program was put in place there was a less generous, but still substantial tax benefit given to owners of coop and condo apartments.  However, as the city looks to extend the definition of those enjoying the full property tax benefits of homeownership, action may also be needed to reduce the very high burden on rental properties, in which over 65 percent of the city’s population resides.

Organization of the Report.  To provide a context for a discussion of the tax treatment of coops and condos, this fiscal brief begins with a review of how different types of residential property are taxed under the city’s property tax system.  This is followed by analysis of the extent to which tax burdens differ between coops and condos on the one hand, and one-, two-, and three-family homes on the other.  Next we examine the development of the abatement and evaluate its effectiveness using equity and efficiency as criteria.  The following section presents options for short- and long-term reforms that would be more effective than the current abatement at bringing tax burdens for coop and condo owners in line with those of conventional homeowners.  Finally, a concluding section briefly touches broader issues in residential property tax reform. 
Tax Classes and Assessments

How the city assesses and taxes real property is largely determined by provisions in the state’s real property tax law.  The city’s property tax last underwent fundamental reform in 1981 when the current structure of four classes—each with its own assessment procedures, ratios, and tax rates—was created, although there has been almost constant tinkering over the years.  The 1981 law (S-7000a) was enacted in response to a court decision affirming the requirement under long-standing state law that property be assessed at a uniform percentage of market value with a single tax rate.  The city had long ignored the requirement of uniform assessments, taxing houses more lightly than commercial properties.  With a classified system, uniformity of assessment is only required within each class, avoiding the massive shift in burdens from commercial and apartment properties to homes that would have occurred had a single uniform ratio been imposed for all properties.  The 1981 legislation also introduced caps on assessment increases for houses in class 1, a process for phasing in assessment changes in the other classes, and a complex system to minimize changes in the share of the final tax levy borne by each class.

Under the 1981 law, which took effect for the 1983 fiscal year, residential property was divided among two of the newly created classes: class 1, consisting of one-, two- and three-family homes including small coop and condo buildings; and class 2, made up of rental apartment buildings and most coops and condos.  In class 1, market values are determined using sales prices.
  Assessment increases are capped at 6 percent per year and not more than 20 percent over five years.  Although there is a target ratio of assessments to market values for the class—currently 8 percent—many properties were well below that level when classification was introduced, and with the assessment caps in place, many properties are still below it even after 15 years.  While there is considerable variation across the city, the citywide average assessment ratio for one-, two-, and three-family houses is 7.42 percent.

Assessment practices are very different for class 2 properties.  The target assessment ratio for class 2 property is 45 percent of market value.  Although there are no caps on assessment increases for buildings with more than ten apartments, assessment increases (excluding those due to physical improvements) are phased in over five years.
  Market values in class 2 are set by capitalizing a building’s stream of income, net of expenses.  To underscore that coops and condos were to be assessed by the same income-based methods used for the rest of class 2, rather than the sales-based method more suitable for such owner-occupied property, the 1981 legislation added a new section to the state’s real property tax law.

Section 581 stipulates that coops and condos are to be valued by imputing an income to the building from comparable rental buildings.  In many parts of the city, however, the comparable buildings(based on age, size, and geographic proximity(are rent regulated.  This is particularly true in the prime coop neighborhoods in Manhattan and Brooklyn where the coops tend to be older (pre-war) buildings with large apartments.  Unlike rents in many parts of the city, regulated rents in these prime coop neighborhoods are usually well below market rate rents, so that the incomes imputed to the affected coops are significantly lower than they would be otherwise.  Even in condos, which tend to be newer buildings, the appropriate comparable property is often rent regulated. As shown below, section 581 created significant tax benefits for coop and condo owners, even before the current abatement was put in place.

Comparing Tax Burdens Using Effective Tax Rates

To compare tax burdens for different types of residential property, IBO uses the effective tax rate (ETR) which measures the final tax levy as a percentage of the property’s market value.  Because section 581 requires the city to use imputed rental income to determine market values, however, the official estimates of market value contained in the city’s assessment data files are virtually meaningless and cannot be used to compute true effective tax rates.  To overcome this limitation, IBO estimated true, sales-based market values for coops and condos using a simple sales price methodology.
   Although the city’s assessors would use more complex comparative models and more comprehensive data, our approach is consistent with assessment procedures the city would use were coop and condo apartments shifted to class 1.

Figure 1 illustrates how section 581 artificially depresses official market values for coops and condos.  The ETRs shown in Figure 1 are computed without the current abatement.  The per unit market values and ETRs in the first two columns are derived from market values determined by the Department of Finance under the constraints of the law.

In contrast, the third and fourth columns contain IBO’s estimates of true, sales-based market values.  The difference is widest in Manhattan, where the average official market value is discounted by 75 percent from the sales-based market value.  Discounts are highest in neighborhoods where the multi-family housing stock consists largely of coops, condos, and rent-regulated buildings, including the areas east and west of Central Park and in Greenwich Village.  For example, on the Upper West Side between 59th and 79th streets, the average market value according to the city’s assessment files is $86,296, but IBO’s estimate of the average unit’s market value is 4.8 times higher at $414,260.  The average effective tax rate of 0.92 percent translates into a tax bill of approximately $3,810 for the typical apartment in the neighborhood ($414,260 times 0.0092).

The discounts are smaller but still substantial outside of Manhattan, ranging from 64 percent in Brooklyn to 41 percent in the Bronx.  As a result of this discounting of market values, true sales-based effective tax rates are also significantly lower than the official rates.

With true effective tax rates computed for coops and condos, we can now compare the tax burdens on different types of property in the city.  For tax classes 1 and 4, and for the rental buildings in tax class 2, we have used the city’s official market values in computing the ETRs.  Effective tax rates for 1999 for major types of property are shown in Figure 2.  For coops and condos, ETRs with and without the section 581 constraint are shown.  The differences between property types are striking, particularly in relation to class 1.  The highest burden is on large rental buildings where the ETR is 5.1 times larger than that on class 1.

Coops and condos also have ETRs that are significantly higher than the average for class 1 houses: 1.6 times higher for coops and 1.95 times higher for condos.  It is these differences in tax burdens among homeowners that have spurred the interest in property tax reform for coops and condos.  For the balance of this fiscal brief we have assumed that the ultimate goal of long-term reform is to eliminate this difference in tax burdens—which we refer to as the “class 1 gap”—for owner-occupants of coops and condos.  To measure this gap we use a target class 1 effective rate of 0.8679.
  The gap for each coop or condo property is measured by subtracting the target class 1 ETR from the ETR on the building.  Based on 1999 values, entirely eliminating the class 1 gap in 1999 for owner-occupied apartments would cost $270 million in lost revenues.

The Coop/Condo Abatement

Background.  Reducing or eliminating the class 1 gap for coops and condos—particularly those in the boroughs other than Manhattan—has dominated discussions of property tax reform since the Property Tax Reform Commission chaired by Stanley Grayson issued its report in December 1993.
  While the need for tax relief for coop and condo owners was one of several problems cited by the Grayson Commission, it is the only one that has been addressed.  In the spring of 1994, the Mayor and the City Council agreed to work together to develop a plan to gradually eliminate the gap over a number of years, beginning in fiscal year 1996.
  The phasing in of the gap reduction was intended to ease the fiscal impact to the city, then projected to be over $500 million.  It was assumed that ultimately coops and condos—at least owner-occupied units—would be shifted from class 2 to class 1 and then valued using sales prices.

Although the cost of eliminating the gap was a significant obstacle, there were also substantial administrative problems to be resolved as well.  Most coop and condo buildings have units that were never sold and are instead rented by the building sponsor (the company that originally converted or developed the building).
  Earlier this decade, the share of unsold units was over 50 percent in much of the city, particularly in coops outside of Manhattan that had been converted in the late 1980s.
  Many such buildings came on the market just as housing prices collapsed during the last recession.  Although the share of unsold units has fallen in recent years as the economy improved, IBO estimates that the median share of unsold units remains high(23 percent in Manhattan 43 percent elsewhere.  If long-term reform is to extend only to owner-occupied (or perhaps non-sponsor owned) apartments and not the unsold units being rented by the sponsor, reform will have to implemented in such a way as to avoid giving an undesired windfall to sponsors.
  The alternative of extending class 1 treatment to entire coop and condo buildings, regardless of how many units are sold, would raise the cost of eliminating the class 1 gap by more than 50 percent.

After nearly two years of consideration, the administration and the council agreed on legislation that was enacted in 1996 for the 1997 fiscal year.  Although the objective of eventually moving coops and condos to tax class 1—or at least assessing and taxing such properties as if they were in class 1—remained in the legislation, the previous system was left intact for at least three more years. The law called upon the Mayor to submit a report to the New York State Legislature by the end of 1996 detailing how they would accomplish long-term reform for coop and condo owners.  In December 1996, the city submitted a letter explaining that given the limited data available, it would not be possible to prepare such a report.

As an interim step to provide some tax relief for owners of coop and condo apartments before long-term reform could be implemented, the 1996 legislation established a partial property tax abatement for fiscal years 1997, 1998, and 1999.  The value of the abatement is equal to a percentage of an apartment’s property tax bill, with a lower percentage for buildings with average per unit assessments above $15,000.  For 1997, the abatements were 1.25 percent (buildings with average per unit assessments above $15,000) and 2.0 percent (buildings with average per unit assessments less than or equal to $15,000); for 1998 they were 10.75 percent and 16.0 percent; and for 1999 they are 17.5 percent and 25.0 percent.  Without new action by the city and state, the abatement will expire in fiscal 1999.  IBO projects that the abatement will cost the city $156 million in 1999, thereby eliminating 58 percent of the class 1 gap for owners of coops and condos.

Problems of Using an Abatement.  By using an abatement, the city was able to speed tax relief to apartment owners, but at the cost of being able to target the relief to those with the biggest class 1 gaps.  The coop/condo abatement, like most abatements, is applied against a property’s tax bill and has no effect on the assessment procedures and tax rates used to generate the tax bill.  In this case, the pre-abatement tax bills are based on the section 581-constrained assessments.  As we have seen above, the impact of section 581 is unevenly distributed across the city, leaving ETRs much lower in Manhattan than in the other boroughs.  Using an abatement to deliver relief means that apartments with small—or even no—class 1 gaps get the same percentage reduction in their tax bills as do apartments with higher ETRs and hence larger class 1 gaps.

A second problem with an abatement as a tool for equalizing ETRs is their lack of flexibility.  When the abatement percentages were set in 1996, it was expected that the class 1 gaps would be reduced by approximately 25 percent by 1999.  In the intervening years, however, coop and condo values have appreciated faster than projected—although the growth has been uneven and concentrated in Manhattan—so that ETRs are lower and the resulting class 1 gaps to be addressed are smaller.  With the abatement percentages fixed in the law, however, the ETR reductions cannot be recalibrated to take these smaller class 1 gaps into account.  As noted above, the current abatement will eliminate 58 percent of the estimated class 1 gap in 1999, as compared with the 25 percent reduction originally forecast.  Conversely, if coop and condo prices were to collapse as they did in the early 1990s, the fixed abatement percentages might be too low to achieve the desired reduction in the class 1 gap.  While this inflexibility may be acceptable when the abatement is an interim measure, it would be much less so if the abatement were to become the tool for permanently reducing the class 1 gap.

Distribution of Benefits

IBO estimates that 278,600 apartment owners citywide will benefit from the abatement in fiscal year 1999 at a cost to the city of $156 million.
  The average savings for each apartment is $560.  Thanks to a higher share of eligible units, coops—with 83 percent of the eligible apartments—account for 87 percent of the apartments receiving the abatement.  However, because coops have lower tax burdens, and therefore smaller tax bills to be abated, their share of the benefits is slightly lower at 84 percent.

Manhattan, with 50 percent of the eligible apartments, accounts for over half of the recipients and over three-quarters of all the abatement dollars.  Manhattan apartment owners who qualify for the abatement will receive an average of $762.  This concentration of benefits reflects the concentration of apartments with higher assessments and taxes—even with the constraints imposed by section 581—in the borough and the fact that the borough’s share of qualified units is above the citywide average.  Measured either by recipients or dollar benefits, Queens ranks second, followed by Brooklyn and the Bronx.  In these three boroughs, the share of qualified units is also well below the level in Manhattan.  Staten Island, with very few eligible buildings, ranks last in both the number of recipients and amount of benefits.  The average tax savings for each of the boroughs outside of Manhattan is less than one-half the Manhattan level.

Figure 3 also reports these measures for selected neighborhoods in which the number of eligible buildings is large enough to make the analysis statistically reliable.  Manhattan shows the widest differences in average benefits across neighborhoods.  The two east side neighborhoods bordering Central Park account for 13 percent of eligible apartments in the city but receive 30 percent of all 1999 abatement dollars.  The average benefit in each neighborhood is over $1,000.  Once again, the high concentration of benefits reflects the higher assessments and taxes in these neighborhoods and their higher than average share of qualifying units.  If we include the neighborhoods to the west of the park, 26 percent of all abatement recipients live between 59th Street and 96th Street in Manhattan; this group will receive 38 percent of the total abatement.  The two midtown neighborhoods have high shares of benefits compared to the number of qualified units, reflecting the higher assessments and tax bills in these areas.  Although Tribeca has a relatively small share of the benefit dollars, the average benefit is the largest in the city at $1,203.  Of the neighborhoods shown, eligible apartments in the East Village have the lowest average benefit in Manhattan, $339 per unit.

In Brooklyn and Queens there is less variation in average benefits within each borough than there is in Manhattan.  Unlike most of the Manhattan neighborhoods, those in both Brooklyn and Queens generally have smaller shares of citywide benefits than they do of recipients.  Again, this is because assessments and tax bills are usually lower outside of Manhattan and the value of the abatement is determined as a percentage of the bill for qualified apartments.

Evaluating the Abatement

Closing the Gap.  The public policy goal of coop/condo reform is to diminish or eliminate the disparity in tax treatment between coops and condos on the one hand and class 1 properties on the other.  By measuring the class 1 gaps before and after the abatement,  we can evaluate how successful the current program has been in achieving this goal.



      IBO estimates that overall the abatement reduces the class 1 gap for qualified owners by 57.8 percent in 1999.  Qualified units in higher value buildings (average assessed value per apartment over $15,000) have their gaps cut by 59.9 percent, while those in lower value buildings have reductions of 48.9 percent.  These reductions are more than twice as large as were originally projected when the abatement was enacted.

This doubling in the extent of the reduction is largely due to sharp increases in sales prices in the intervening years that have produced lower effective tax rates and hence smaller than expected class 1 gaps.  However, as noted above, a fall in coop and condo prices would widen the gap, leaving apartment owners worse off relative to class 1 owners.  Likewise, even doubling the value of the abatement—which would close the gap today—would not guarantee that it remained closed. 

Equalizing Coop/Condo Tax Burdens by Borough and Neighborhood.  Unfortunately, the coop/condo abatement as currently implemented has seriously worsened the already significant inequities in tax burdens facing coops and condos in different areas of the city.  Inequities have widened because the chosen policy tool—an abatement whose value is determined by taxes computed under section 581 constraints—cannot reflect the extensive differences in pre-abatement effective tax rates across the city.  Given these variations in effective tax rates, and hence the size of the class 1 gaps, a uniform percentage reduction in tax bills produces uneven reductions in the class 1 gaps.  Moreover, the areas of the city receiving the smallest reductions in the class 1 gaps are those which had the largest gaps and the greatest need for relief.

Looking first at the borough statistics in Figure 4, we see that Manhattan, which had a small class 1 gap to begin with, has had the gap virtually eliminated by the abatement.  The median effective tax rate for the borough is now just slightly above the class 1 target, which means that nearly half of all Manhattan coop and condo owners now pay lower property taxes than they would pay if their property were a single family home.

In contrast, the abatement reduced but did not eliminate the class 1 gap in the other boroughs. In the Bronx, where the median pre-abatement ETR of 2.6 is 75 percent larger than the citywide median of 1.49, the abatement yields the smallest percentage reduction in tax bills and in the class 1 gaps.  For a coop apartment in the Bronx with a market value of $50,000, the abatement reduces the tax bill from $1,300 to $995.  However, if the same unit were actually assessed and taxed as a class 1 home, the tax would be $434.  This $561 difference—the remaining class 1 gap—is 3.5 times larger in percentage terms than it is for the city as a whole.  In Queens, the abatement produces a 23.1 percent reduction in median tax bills and a 39.1 percent reduction in the class 1 gap.  Taxes on a $100,000 apartment were cut by $490 to $1,630.  The class 1 gap has been reduced from $1,250 to $760.  However, if we compare the gap for Queens to the gap for the city as a whole, it has actually grown from 1.9 times as large to 2.4 times as large.  Brooklyn, with its abundance of four to ten unit coops (tax class 2C) which benefit from assessment caps, had a relatively low overall ETR before the abatement of 1.6; after the abatement, Brooklyn’s ETR fell to 1.23, reducing the class 1 gap by 49.6 percent.  Although the change was smaller than in the Bronx and Queens, the ratio of the gap in Brooklyn to the gap for the city as a whole is also larger than it was before the abatement.

The neighborhood statistics in Figure 4 follow these same patterns.  In Manhattan neighborhoods with low ETRs before the abatement, the class 1 gap has been entirely eliminated.  Other Manhattan neighborhoods show large percentage reductions in their gaps.  In Queens and Brooklyn, with the exception of Park Slope (which has many small coop buildings with relatively low ETRs), the reductions in the gap are smaller than in Manhattan.

Taxing Efficiently.  Policy initiatives should be designed so that tax expenditures are targeted at those who need them as defined by the goals of the program.  In the case of the coop/condo abatement, the goal is to begin reducing the class 1 gap for apartment owners.  IBO estimates that $29.2 million—or 19 percent of the $155.9 million spent on the abatement—is being wasted if the goal of the program is to give coop and condo owners no more than class 1 treatment.  Of the $29.2 million, $19.3 million is flowing to apartments with ETRs already below the class 1 target before the abatement.  For these apartments, the abatement is working to further reduce tax rates, bringing them even more below the class 1 target.  An additional $9.9 million is being spent on reductions below the class 1 target for apartments whose abatements are larger than their class 1 gaps.  As shown in the rightmost column of Figure 4, virtually all of this unnecessary spending is occurring in Manhattan, particularly in the prime neighborhoods east and west of Central Park.



      Such inefficiency is all but inevitable given the choice of an abatement based on the section-581 constrained assessments and tax bills as the tool for reducing tax burdens.  Although this level of waste may be acceptable as part of an interim solution, it would presumably be unacceptable in any long-term solution.

One potential consequence of spending $29 million to bring some Manhattan apartments below the class 1 target rate is that tax reductions in other parts of the city are less than they would be otherwise.  If the city were spending all of the $156 million on apartments with positive class 1 gaps, then gap reductions for everyone else could be larger.  Such a change would also shift more of the benefits from Manhattan to the other boroughs where the class 1 gaps are widest.

Legislative Options

As shown above, the abatement as currently structured is seriously flawed.  Benefits cannot be effectively targeted at buildings with the widest class 1 gaps and there is no way to avoid giving benefits to buildings once the class 1 gap has been closed.  Although these flaws can be diminished, it is not possible to eliminate them entirely because an abatement simply reduces the final tax bill and does nothing to reduce the large differences in the underlying effective tax rates.

Because any long-term solutions to the class 1 tax gap for coops and condos are likely to require significant lead-time to implement, however, a temporary tax abatement could be used to provide interim relief.  One possible abatement plan that reduces—but does not eliminate—the most glaring problems with the current abatement program is discussed below.

In the long run, however, eliminating the gap in a way that is both efficient and helps to equalize tax burdens for coop and condo apartments requires changing how these buildings are valued and assessed.  One potential long-term solution that efficiently targets the benefits on owner-occupied apartments while enhancing horizontal equity within the coop/condo class is discussed below.

Improving the Temporary Abatement.  As shown in Figure 4, most of the unneeded coop and condo abatement dollars flow to Manhattan neighborhoods east and west of Central Park.  Buildings in these areas have very low effective tax rates; the median ETR before the abatement is 1.1 and many buildings are taxed at less than the class 1 target rate.  By comparison, the citywide median effective rate for units qualifying for the abatement is 1.5.  Lower effective tax rates translate into smaller class 1 gaps.  Because their class 1 gaps are smaller, apartment-owners on the Upper East Side and Upper West Side of Manhattan have relatively less need for tax relief than do their counterparts elsewhere in the city.

IBO has modeled a change in the current program that defines a reduced abatement zone running from 59th Street to 116th Street from Central Park West to the Hudson River and from 59th Street to 110th Street from Fifth Avenue to the East River.
  For buildings in the reduced abatement zone, the abatement percentage would be cut from 17.5 percent to 12.5 percent for buildings with average assessed values between $25,000 and $50,000 per unit, while buildings with average assessed values over $50,000 per unit would receive no abatement.  While eliminating the abatement for buildings with average assessed values over $50,000 may appear harsh, it is important to bear in mind that assessed values computed under the constraints of section 581 bear little relation to market values.  On the Upper West Side, where market values are approximately four times higher than official city market values, an apartment with an assessed value of $50,000 would sell for nearly $450,000.

IBO estimates that these geographic restrictions would reduce the annual cost of the abatement by over a third to $92 million.  The geographically restricted abatement would be significantly more efficient than the current abatement program; the amount of unneeded benefits would be cut by nearly 75 percent—from $29.2 million to $7.2 million.  Even with the less-generous abatement, the median effective tax rate in the zone would be reduced to 1.04, which means that the class 1 gap would be closed by 28 percent—that is nearly equal to the originally intended reduction of 25 percent.

Long-Term Solutions.  Although the current abatement program can be made more efficient, no abatement program can address inequities that are attributable to differences in assessment procedures.  If reducing property taxes for coop and condo owners is seen as a desirable goal of city policy, an effective long-term solution will require changing how coop and condo buildings are valued and assessed.  One possible long-term solution would be to shift coops and condos to a new tax class and then tax them in a way that gives apartment owners the benefits of effective class 1 treatment while avoiding major tax reductions for sponsor-owned units.
  Coop and condo buildings would be valued with sales-based methods, but the assessment ratio would be set at 14 percent rather than the class 1 target ratio of 8 percent.  This higher ratio, in combination with the class 1 tax rate, yields an effective tax rate that is close to revenue-neutral, at least citywide (some rental units in coops and condos would face tax increases while others would receive reductions).
  Adding a homestead exemption equal to 6 percent of true market value lowers the effective rate for owner-occupants to the class 1 target.
  Depending on how buildings presently below the class 1 effective rate are treated, the cost of this option would range from $249 million to $270 million.  Because the exemption is only available for apartment owners, the average tax burden on sponsor-owned rental units is essentially unchanged.

The program’s benefits are targeted only to owner-occupants, and although it requires a two-step process to get apartment owners to the class 1 effective rate, the flaws inherent in an abatement would be avoided.  The program is more equitable than an abatement, because using sales prices to determine the initial values along with the homestead exemptions equalizes effective tax rates.  The program is also more efficient than an abatement, because there would be no additional benefits for buildings currently below the class 1 target.

Under such a program, the distribution of benefits among coop and condo owners would be remarkably different from the distribution resulting from the current abatement.  Manhattan, which currently receives 76 percent of the abatement dollars would receive only 63 percent of the tax savings under this option.  As shown in Figure 5, the other boroughs receive larger shares of the benefits.  The reductions in effective tax rates are also much larger in the boroughs outside Manhattan than they are in Manhattan.  This is not surprising, given that this option works to eliminate the class 1 gaps and the gaps are smaller or even negative in Manhattan.

One potential problem with this option stems from the property tax law’s complex process for allocating shares of the tax levy among the four tax classes.  Fixing the shares of the levy is the final step in setting the tax rates each year.
  In recent years, the City Council has used its role in manipulating the tax rates to protect not only class 1, but also to moderate class 2 rate increases.  If coops and condos are shifted out of class 2, however, the constituency for keeping class 2 rates low would be weakened and already-high class 2 tax burdens could well grow through discretionary shifting in the levy shares.

A Final Thought

Property tax reform has been framed in terms of the inequitable tax treatment of owner-occupied properties in class 1 and class 2.  But over two-thirds of all the taxable housing units in New York City are rentals, and the nearly one million households in large conventional (unconverted) class 2 buildings is more than the total of class 1 and 2 homeowners combined.  Is residential tax equity achieved when class 2 rentals are left out of the reform?

As we saw above, the effective tax rate for large class 2 rental properties is over three times the rate on class 2 coops, two and one-half times the rate for condos and five times the rate for class 1 housing (see Figure 2).  At the same time, the average household income of tenants in buildings taxed as large class 2 rentals (approximately $33,000) is barely more than half of the average income of class 1 homeowners ($60,000) and less than a fifth of the average for coop-condo apartment owners ($177,000).

The higher effective rates on large rental properties have been implicitly justified by the assumption that the taxes on rentals are borne by the property owners, who—unlike homeowners—are recipients of rental incomes assuring an ability to pay.  However, the relatively heavy tax burden on large rental buildings has consequences not only for the landlords who own the buildings, but also for the rents paid by tenants who reside in them.
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Figure 1.  Effect of Section 581 on Coop/Condo Market Values and Effective Tax Rates
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Avg Market Value�
Effective


Tax Rate�
�
�
�
�
�
�
�
Citywide�
$59,716�
4.48�
$209,928�
1.27�
�
�
�
�
�
�
�
Manhattan�
88,612�
4.50�
352,981�
1.13�
�
East Side 59-79�
157,194�
4.62�
676,261�
1.07�
�
East Side 79-96�
117,055�
4.62�
525,616�
1.12�
�
West Side 59-79�
86,296�
4.43�
414,260�
0.97�
�
West Side 79-96�
70,025�
4.43�
349,234�
0.92�
�
West Side 96-116�
39,534�
4.32�
261,215�
0.66�
�
Chelsea�
76,760�
4.63�
318,913�
1.19�
�
Midtown West�
85,409�
4.60�
286,654�
1.38�
�
Midtown East�
110,583�
4.65�
382,626�
1.44�
�
Murray Hill�
78,382�
4.50�
270,864�
1.42�
�
Gramercy Park�
72,719�
4.48�
283,271�
1.18�
�
Flatiron District�
140,933�
4.46�
520,760�
1.35�
�
West Village�
79,579�
4.52�
352,281�
1.02�
�
Greenwich Village�
103,553�
4.47�
453,887�
1.04�
�
East Village�
50,013�
4.46�
200,372�
1.08�
�
SoHo�
140,564�
4.40�
633,504�
0.98�
�
Tribeca�
151,805�
4.48�
598,935�
1.27�
�
�
�
�
�
�
�
Bronx�
25,997�
4.61�
44,371�
2.70�
�
Riverdale�
43,170�
4.38�
70,179�
2.71�
�
�
�
�
�
�
�
Brooklyn�
31,232�
4.39�
85,647�
1.60�
�
Park Slope�
51,819�
3.22�
141,292�
1.18�
�
Brooklyn Heights�
76,736�
4.13�
210,454�
1.50�
�
Midwood�
25,674�
4.32�
70,677�
1.57�
�
Bay Ridge�
39,264�
4.02�
107,964�
1.46�
�
Fort Greene�
29,613�
3.54�
80,761�
1.29�
�
Prospect Heights�
32,092�
3.84�
87,095�
1.41�
�
�
�
�
�
�
�
Queens�
33,170�
4.39�
69,287�
2.10�
�
Jackson Heights�
28,034�
4.16�
57,642�
2.03�
�
Flushing�
35,903�
4.06�
81,747�
1.90�
�
Forest Hills�
38,440�
4.22�
78,553�
2.09�
�
Rego Park�
32,650�
4.22�
70,274�
2.02�
�
Bayside�
33,657�
4.26�
69,343�
2.09�
�
Elmhurst�
29,359�
4.39�
65,814�
2.06�
�
�
�
�
�
�
�
Staten Island�
26,793�
4.62�
48,591�
2.55�
�



SOURCES:	Independent Budget Office (values without Section 581);  NYC Department of Finance (values with Section 581).





NOTE:  	Population is all coop/condo buildings eligible for abatement.





Figure 2.  Average Effective Tax Rates for 1999





�
Avg ETR


with 581�
Avg ETR


w/o 581�
Ratio to


Class 1�
�
�
�
�
�
�
Class 1 (one-, two-, three-family houses)�
0.741�
�
1.00�
�
�
�
�
�
�
Class 2A (4-6 unit rentals)�
2.500�
�
3.37�
�
Class 2B (7-10 unit rentals)�
3.332�
�
4.50�
�
Large rentals (11 or more units)�
3.794�
�
5.12�
�
Small coops and condos (4-10 units)�
4.111�
0.947�
1.28�
�
Large coops (11 or more units)�
4.373�
1.185�
1.60�
�
Large condos (11 or more units)�
4.106�
1.445�
1.95�
�
�
�
�
�
�
Class 4 (commercial property)�
3.665�
�
4.95�
�



SOURCES:	Independent Budget Office; NYC Department of Finance, RPAD and Open Balance Files. 





NOTES:	Effective tax rates reflect J-51 and SCRIE abatements but exclude coop/condo abatement.  Population is all taxable properties.








Figure 3.  Distribution of Coop/Condo Abatement Recipients and Benefits:


Citywide, Borough, and Selected Neighborhoods





�
Units in Eligible 


Buildings�
Share of Units Qualifying�
Units   Qualifying  for Abatement�
% of Total Units


Qualifying�
Amount of Abatement


($ millions)�



% of Total Abatement�
Average Per Unit Savings�
�
�
�
�
�
�
�
�
�
�
Citywide�
453,661�
61.4%�
278,554�
�
155.9�
�
$560�
�
Coops�
376,498�
64.4%�
242,511�
87.1%�
130.9�
83.9%�
540�
�
Condos�
77,163�
46.7%�
36,043�
12.9%�
25.0�
16.1%�
695�
�
�
�
�
�
�
�
�
�
�
Manhattan�
224,726�
69.2%�
155,578�
55.9%�
118.5�
76.0%�
762�
�
East Side 59-79�
30,564�
75.8%�
23,158�
8.3%�
24.4�
15.6%�
1,052�
�
East Side 79-96�
28,559�
77.2%�
22,047�
7.9%�
22.9�
14.7%�
1,038�
�
West Side 59-79�
23,593�
69.7%�
16,449�
5.9%�
11.3�
7.3%�
688�
�
West Side 79-96�
15,902�
74.7%�
11,876�
4.3%�
7.5�
4.8%�
632�
�
West Side 96-116�
7,648�
70.1%�
5,359�
1.9%�
1.9�
1.2%�
345�
�
Chelsea�
8,891�
55.1%�
4,901�
1.8%�
2.7�
1.8%�
558�
�
Midtown West�
9,079�
60.1%�
5,453�
2.0%�
4.3�
2.8%�
792�
�
Midtown East�
19,560�
78.4%�
15,338�
5.5%�
13.5�
8.7%�
883�
�
Murray Hill�
8,705�
69.1%�
6,015�
2.2%�
3.2�
2.1%�
537�
�
Gramercy Park�
7,565�
66.2%�
5,007�
1.8%�
2.7�
1.7%�
532�
�
Flatiron District�
3,788�
73.1%�
2,770�
1.0%�
1.9�
1.2%�
668�
�
West Village�
7,877�
68.7%�
5,414�
1.9%�
3.1�
2.0%�
575�
�
Greenwich Village�
10,411�
77.4%�
8,061�
2.9%�
5.3�
3.4%�
652�
�
East Village�
1,655�
47.4%�
785�
0.3%�
0.3�
0.2%�
339�
�
SoHo�
2,322�
62.7%�
1,457�
0.5%�
1.1�
0.7%�
780�
�
Tribeca�
1,591�
51.2%�
814�
0.3%�
1.0�
0.6%�
1,203�
�
�
�
�
�
�
�
�
�
�
Bronx�
36,383�
39.3%�
14,310�
5.1%�
3.8�
2.4%�
265�
�
Riverdale�
10,264�
49.9%�
5,118�
1.8%�
1.9�
1.2%�
362�
�
�
�
�
�
�
�
�
�
�
Brooklyn�
64,908�
49.8%�
32,325�
11.6%�
9.8�
6.3%�
304�
�
Park Slope�
3,758�
64.3%�
2,418�
0.9%�
0.8�
0.5%�
344�
�
Brooklyn Heights�
4,669�
75.7%�
3,535�
1.3%�
1.6�
1.0%�
439�
�
Midwood�
10,807�
40.3%�
4,353�
1.6%�
1.2�
0.8%�
283�
�
Bay Ridge�
6,738�
47.7%�
3,211�
1.2%�
0.9�
0.6%�
295�
�
Fort Greene�
3,648�
50.1%�
1,826�
0.7%�
0.5�
0.3%�
260�
�
Prospect Heights�
1,722�
56.0%�
965�
0.3%�
0.3�
0.2%�
276�
�
�
�
�
�
�
�
�
�
�
Queens�
123,841�
59.7%�
73,939�
26.5%�
23.1�
14.8%�
312�
�
Jackson Heights�
12,975�
67.0%�
8,698�
3.1%�
2.4�
1.6%�
282�
�
Flushing�
11,405�
55.7%�
6,348�
2.3%�
1.9�
1.2%�
303�
�
Forest Hills�
14,312�
61.4%�
8,794�
3.2%�
2.9�
1.8%�
325�
�
Rego Park�
11,132�
52.1%�
5,804�
2.1%�
1.8�
1.2%�
309�
�
Bayside�
10,800�
78.2%�
8,445�
3.0%�
2.8�
1.8%�
327�
�
Elmhurst�
5,298�
42.4%�
2,247�
0.8%�
0.7�
0.4%�
299�
�
�
�
�
�
�
�
�
�
�
Staten Island�
3,803�
63.2%�
2,402�
0.9%�
0.7�
0.5%�
305�
�



SOURCES: 	Independent Budget Office; NYC Department of Finance Open Balance File. 





NOTE:	Population is all buildings eligible for the abatement.
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Figure 4.  Gap Between Median Coop/Condo and Class 1 Effective Tax Rates: 


Citywide, Borough, and Selected Neighborhoods





�
Before Abatement�
After Abatement�
% Reduction�
Abatement�
�
�
ETR�
Class 1 Gap�
ETR�
Class 1 Gap�
In Gap�
($ millions)�
�
�
�
�
�
�
�
�
�
Citywide�
1.49�
0.63�
1.19�
0.32�
49.2%�
29.2�
�
�
�
�
�
�
�
�
�
Manhattan�
1.16�
0.29�
0.95�
0.08�
72.4%�
29.0�
�
East Side 59-79�
1.21�
0.35�
1.00�
0.13�
61.5%�
3.8�
�
East Side 79-96�
1.04�
0.18�
0.85�
-0.01�
a�
8.5�
�
West Side 59-79�
1.05�
0.18�
0.87�
0.00�
a�
5.2�
�
West Side 79-96�
0.87�
0.00�
0.71�
-0.15�
b�
5.0�
�
West Side 96-116�
0.60�
-0.27�
0.49�
-0.38�
b�
1.4�
�
Chelsea�
1.18�
0.31�
0.96�
0.10�
68.9%�
0.2�
�
Midtown West�
1.36�
0.49�
1.12�
0.25�
50.0%�
0.1�
�
Midtown East�
1.27�
0.41�
1.05�
0.18�
55.2%�
0.0�
�
Murray Hill�
1.50�
0.63�
1.24�
0.37�
41.4%�
0.1�
�
Gramercy Park�
1.23�
0.37�
1.01�
0.14�
61.2%�
0.1�
�
Flatiron District�
1.56�
0.70�
1.29�
0.42�
39.4%�
0.1�
�
West Village�
1.04�
0.18�
0.85�
-0.01�
a�
0.6�
�
Greenwich Village�
1.03�
0.16�
0.83�
-0.03�
a�
1.1�
�
East Village�
1.10�
0.23�
0.82�
-0.04�
a�
0.1�
�
SoHo�
1.01�
0.15�
0.83�
-0.03�
a�
0.4�
�
Tribeca�
1.11�
0.24�
0.91�
0.04�
83.0%�
0.1�
�
�
�
�
�
�
�
�
�
Bronx�
2.60�
1.73�
1.99�
1.12�
35.1%�
0.0�
�
Riverdale�
2.80�
1.93�
2.31�
1.44�
25.5%�
0.0�
�
�
�
�
�
�
�
�
�
Brooklyn�
1.58�
0.71�
1.23�
0.36�
49.6%�
0.2�
�
Park Slope�
1.37�
0.50�
1.11�
0.25�
51.3%�
0.1�
�
Brooklyn Heights�
1.57�
0.71�
1.25�
0.38�
45.6%�
0.0�
�
Midwood�
1.60�
0.74�
1.20�
0.33�
54.5%�
0.0�
�
Bay Ridge�
1.62�
0.75�
1.25�
0.38�
49.7%�
0.0�
�
Fort Greene�
1.58�
0.71�
1.19�
0.32�
55.5%�
0.0�
�
Prospect Heights�
1.56�
0.69�
1.22�
0.35�
49.5%�
0.0�
�
�
�
�
�
�
�
�
�
Queens�
2.12�
1.25�
1.63�
0.76�
39.1%�
0.0�
�
Jackson Heights�
2.09�
1.22�
1.57�
0.70�
42.7%�
0.0�
�
Flushing�
2.09�
1.22�
1.64�
0.77�
36.9%�
0.0�
�
Forest Hills�
2.19�
1.32�
1.74�
0.87�
34.1%�
0.0�
�
Rego Park�
2.20�
1.33�
1.67�
0.80�
39.8%�
0.0�
�
Bayside�
2.06�
1.20�
1.61�
0.74�
38.1%�
0.0�
�
Elmhurst�
2.25�
1.38�
1.71�
0.84�
39.5%�
0.0�
�
�
�
�
�
�
�
�
�
Staten Island�
2.85�
1.98�
1.98�
1.11�
43.8%�
0.0�
�



SOURCE:	Independent Budget Office.





NOTES:	Population is apartments receiving the abatement.


	Class 1 ETR is 0.87.


	a) Median ETR is below the target class 1 ETR after the abatement; entire gap is eliminated.


	b) Median ETR is below the target class 1 ETR before the abatement; there is no gap.














Figure 5.  Comparison of Current Law (without abatement) and New Tax Class Option





�



Current Law (w/o abatement)�
�
Option: New Class with Exemption�
�
�
�
�
Levy Gap�
Share of�
Median�
�
Tax Savings�
Share of�
Median�
�
Change in�
�
�
($ millions)�
Citywide�
ETR�
�
($ millions)�
Citywide�
ETR�
�
Median ETR�
�
Borough�
�
�
�
�
�
�
�
�
�
�
 Manhattan�
171.4�
63.4%�
1.16�
�
-168.1�
62.6%�
0.87�
�
-24.9%�
�
 Bronx�
12.4�
4.6%�
2.60�
�
-12.6�
4.7%�
0.85�
�
-67.4%�
�
 Brooklyn�
20.5�
7.6%�
1.58�
�
-20.9�
7.8%�
0.86�
�
-45.4%�
�
 Queens�
63.7�
23.6%�
2.12�
�
-64.9�
24.2%�
0.84�
�
-60.5%�
�
 Staten Island�
2.2�
0.8%�
2.85�
�
-2.1�
0.8%�
0.83�
�
-70.9%�
�
�
�
�
�
�
�
�
�
�
�
�
Citywide�
270.2�
�
1.49�
�
-268.7�
�
0.86�
�
-42.2%�
�



SOURCE:	Independent Budget Office.





NOTE:	Option assumes that taxpayers currently below class 1 ETR will not be raised to target ETR.


	Levy gap is difference between current law tax bills and tax bills computed with target class 1 ETRs.








� The impact of capping assessment increases on the growth in property tax revenues is discussed in IBO’s Fiscal Outlook (February 1997), pp 31-34.


� Rather than relying on simple comparable sales to determine market values, the city uses sophisticated computer models that take into account both quantitative and qualitative features of each property.  Jack Eichenbaum, “Location as a Factor in Determining Property Values,” Property Tax Journal, Vol. 8, No. 2, June 1989.


� In 1985, rental buildings with four to six units were given the benefit of caps that paralleled those in class 1: assessment increases are capped at 8 percent per year and no more than 30 percent over five years.  In 1988, the benefit was extended to rental buildings with seven to ten units.  Finally, in 1994, coops and condos with four to ten units were added to the subclass benefiting from assessment caps.


� Some advocates for coop and condo owners have argued that sales-based valuation is not appropriate for their properties since the goods (apartments) being purchased are encumbered with common benefits and obligations that distort the price.  These advocates would have the city continue with an income-based assessment method.  This argument is not persuasive for a number of reasons.  First, in the case of condos, what one buys when purchasing a unit is full ownership rights in a particular apartment along with the right to use some commonly held property.  Such a transaction is only slightly different from the purchase of a single family home and can be readily used in comparative sales modeling.


   Second, while purchasing a coop entails buying both more (a share of the underlying mortgage and a share of the burden of capital improvements for the building) and less (stock in the corporation and tenancy in the apartment rather than ownership of real property), these negative aspects of coop ownership are reflected in sales prices.  Indeed, a coop equal in size and quality to a condo will almost always sell at a discount.


   Third, to the extent that the limitations and restrictions imposed on owners of apartments reduce their desirability compared to conventional homes, this too will be captured in sales prices.  Assuming that the city has appropriate data on the characteristics of apartments being sold (some of this data was collected when processing the current abatement applications), and that a sufficient number of arms-length sales occur (a condition easily met in most parts of the city each year), it should be quite feasible for the Finance Department to develop sales-based models to derive fair market values for such buildings.


� This assumes assessment at the city’s target of 8.0 percent of full market value multiplied by the 1997/98 class 1 tax rate of 0.10849.  (The 1998/99 tax rates were  set in late November—too late to be used for this study—due to disagreements between the City Council and the Mayor over how the shares of the levy should be distributed.)  Due to caps on assessment increases, many class 1 properties are currently assessed at less than 8 percent of market value, which results in the average effective tax rate of 0.741 for one-, two-, and three-family houses.  However, since new homes coming on the tax rolls are initially assessed using an 8 percent assessment ratio, were coops and condos shifted to class 1 treatment, they too would begin with an 8 percent assessment ratio.


� If, as part of the shift to class 1 treatment, taxes for those apartments already below the target class 1 ETR were raised to the target level, the resulting $21 million in new revenues would reduce the cost of eliminating the gap to $249 million.  


� Final Report of the Property Tax Reform Commission, December 31, 1993.


� New York City Executive Budget Fiscal Year 1995, Message of the Mayor, May 1994, p. 13.


� There are many additional apartments that were purchased from sponsors but are now rented out by their new owners.  Providing the owner of a rented apartment owns no more than three apartments in a building and has no connection to the sponsor who originally sold or developed the building, these units are eligible for the abatement even though they are not owner-occupied.  When we refer to owner-occupied units in this brief these units are included.


� When buildings are converted from rental status to coop or condo status with a non-eviction plan, the sponsor only needs commitments to purchase from 15 percent of the current tenants.  In the case of rent-regulated buildings that are converted, unsold units shift to unregulated status once the tenant at the time of conversion moves out.  This provision creates an incentive for landlords to begin the process of conversion, even if they don’t really intend or expect to be able to sell all of the units.


� An additional complication in implementing long-term reform is that, while for condos each unit is a taxable entity and receives its own tax bill, for coops the taxable entity is the entire building, rather than the individual apartments.  Therefore, to distribute any benefit intended only for apartment owners (other than the sponsor) in a coop, a mechanism must be established to ensure that the sponsor passes on the benefits to the intended recipients through lower maintenance fees.


� Because the number of apartments qualifying for the abatement is much higher than the city projected when the program was enacted in 1996, the cost has ballooned as well.  The original estimate for the 1999 cost was $120 million.


� Class 1 gaps or the change in gaps for a group of buildings (such as all coops in a borough or neighborhood, or coops with per unit average assessed value over $15,000) are measured using the median effective tax rate for the group.


� Although property tax law generally assumes that similar properties throughout the city are treated equally, there are other city tax benefit programs that are defined geographically.  For example, the abatements offered as part of the downtown commercial revitalization program, the ICIP exemption, and the J-51 exemption include geographic boundaries in defining eligibility.


� Because this solution would alter the distribution of market value and tax levy among the tax classes, it would require a careful re-calibration of the existing class share system.  Approximately $60 billion in previously unrecognized market value would be brought into the system while the class 2 share of market value and the levy would be reduced by the shift of coops and condos to the new class.


� IBO’s analysis indicates that the revenue-neutral assessment ratio is closer to 13.5 percent.  However, given the possibility that effective rates might once again climb if apartment prices slacken, it seems prudent to round this figure up.


� As a result of the current abatement, recently changed eligibility for veteran’s and senior citizen exemptions in coops, and the new STAR exemption, the city has gained significant experience with processing tax benefits directed at owner-occupied units of coops.  Given this experience, the city is capable of administering a homestead exemption directed at individual coop apartments.  (Because condo units are treated as discrete pieces of real estate, it has always been fairly easy for the city to direct tax benefits to specific condo units.)


� If all coop and condo units were shifted to class 1, $167 million in tax cuts would flow to sponsor-owned units.  The other alternative—shifting owner-occupied units to class 1 while remaining sponsor-owned units remain in class 2—would impose significant administrative burdens on the Department of Finance, whose assessors would be forced to value the same property using two different assessment methods.


� While change in the relative class shares is capped at no more than 5 percent per year, the City Council is free to allocate any increase that exceeds the cap among the other classes.  In recent years, with market value growth in class 1 exceeding that in the other classes, the Council and the Mayor have worked together in Albany to secure passage of a series of one-year stopgap laws lowering the cap on class share changes.  By lowering the cap, the potential increase in the class 1 tax rate has been moderated, although with some of the excess shifted to other classes, their tax rates are higher than they would have otherwise been.


� These estimates are based on data originally compiled for the 1993 Grayson Commission, updated to reflect income growth in the intervening years.





� It should be noted that IBO estimated mean per unit market values using neighborhood and borough averages of per unit sales prices from publicly available data on coop and condo transactions from 1995 to 1997.  Access to property sales data recorded by the Department of Finance would have permitted more robust estimates of apartment market values.  









