
 Testimony of Reinvent Albany for the Joint Legislative Hearing 
 On Housing 

 February 14, 2024 

 Reinvent Albany advocates for open, accountable New York government and fact-based 
 public policy. 

 We strongly support increasing new housing construction across New York State, 
 including adding large amounts of housing near transit, and zoning that allows for 
 dense, mixed use development in town centers and former office and industrial areas. 
 We note that in many cases, especially in the New York City suburbs, there is huge 
 market demand for housing and the scarcity of housing is caused by extremely 
 restrictive zoning – not a lack of private capital. New York City’s irrational and grossly 
 unfair property tax system imposes a tax rate on multi-family properties that is five 
 times higher than one-, two-, and three-family homes. (According to Citizens Budget 
 Commission, per $100 market value, Class I pays $0.696 in taxes versus $3.83 for Class 
 II.) 

 This well-known discrimination against multi-family homes discourages the 
 construction of affordable housing and has perversely created the political logic for 
 huge, inefficient subsidies for market-rate housing developers, like the defunct 421-a 
 state law abating NYC property taxes. Two wrongs do not make for good public policy, 
 and we ask the Governor and Legislature to do no harm in the name of building 
 much-needed housing. 

 First, end New York’s $424 million a year Opportunity Zone (OZ) tax break 
 – stop subsidizing out of state and in-state luxury housing.  We urge the Senate 
 and Assembly to put  S543-A (Gianaris) / A2170-A (Dinowitz)  into your one-house 
 budgets, which would end the State’s Opportunity Zone (OZ) tax break. 

 Today’s hearing is about how to build more housing in New York. But what most New 
 Yorkers do not know is that under the state’s Opportunity Zone program, their tax 
 dollars are subsidizing out-of-state construction in luxury apartments across the 
 country. 

 www.reinventalbany.org 
 OPEN, ACCOUNTABLE, EFFECTIVE GOVERNMENT 
 377 Broadway, 9th Floor New York, NY 10013 

https://nyassembly.gov/leg/?bn=a02170


 In the federal 2017 Tax Cuts and Jobs Act, the Trump administration established 
 Opportunity Zones, which give capital gains tax breaks to some investments in areas 
 with low household incomes. Though supposedly intended to help needy people, there is 
 overwhelming evidence that the biggest  beneficiaries are the very wealthy and high-end 
 real estate  . Importantly, New-York-based investors  can receive state and city capital 
 gains tax breaks for investing in an Opportunity Zone  anywhere in the USA  . This means 
 New York tax dollars are potentially underwriting everything from gun distributors in 
 Florida and oil rigs in Texas to luxury developments in North Carolina. 

 The Citizens Budget Commission estimates New York’s Opportunity Zone tax-break  will 
 cost up to $424 million in abated tax revenue annually starting in 2029  ($284 million 
 from NYS, $140 million from NYC). One study’s sample found  more than half of OZ 
 investments going to real estate  , and a second study  found that  OZ investors “primarily 
 targeted the high end real estate market.”  It follows  that under OZs, a staggering 
 amount of NY tax dollars could go to luxury apartments in other states rather than to 
 NY’s schools, clean water, and public transit. 

 Second, ensure any successor to 421-a is vastly more efficient at converting 
 tax dollars into affordable housing.  Better still,  but politically unfeasible: fix New 
 York City’s irrational, grossly unfair tax code so affordable housing does not need a 
 trickle-down subsidy in which mega-tax breaks for super-rich real estate developers are 
 highly, imperfectly turned into affordable housing. 

 Third, stop Industrial Development Authorities from illegally and 
 unconstitutionally abating local property taxes for housing developments. 
 The NYS Constitution states that IDAs can only theoretically be allowed to help build 
 housing for “low-income persons.” (New York State uses the federal Housing Urban 
 Development  classification  of “low-income” as 80%  or less of the Area Median Income 
 [AMI]. We note that “low-income housing” is not the same as “affordable housing.”) 

 IDAs were created in 1969 to promote “economically sound commerce and industry.” 
 Article 18-A of the General Municipal Law lists specific potential activities for IDAs 
 including various ways to promote “manufacturing, warehousing, commercial and 
 research facilities.” The law pointedly does not include subsidizing housing as part of the 
 mission of “industrial” development authorities. Currently, IDAs are structured to 
 subsidize for-profit businesses – not housing for low-income people, which in most 
 cases may never turn a profit or break even. 

 Reinvent Albany believes IDAs’ ideology, experience, and outlook makes them the 
 wrong part of government to be creating housing, especially low-income housing – 
 which is more of a social service than a job creation program. Further, we believe it is 
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 illegal for IDAs to be subsidizing anything other than potentially low income housing, 
 though they are anyway. A study by the IDA trade group, the Economic Development 
 Council, found that  only 25% of units subsidized by  IDAs were “affordable”  – and even 
 the affordability of these apartments is  questionable  . 

 We note that there are numerous public authorities already dedicated to fostering 
 affordable housing, including: 

 State Authorities 
 ●  Homeless Housing Assistance Corporation 
 ●  Housing Trust Fund Corporation 
 ●  New York State Affordable Housing Corporation 
 ●  New York State Housing Finance Agency 

 Local Authorities 
 ●  New York City Housing Development Corporation 
 ●  New York City Public Housing Preservation Trust 

 Local Development Corporations 
 ●  Albion Housing and Economic Development Corporation 
 ●  Ulster County Housing Development Corporation 

 Why add IDAs to this extensive list of housing-related authorities? IDA tax breaks 
 already drain  $1.8 billion a year  from public schools  in New York State. We believe it is 
 completely illogical to allow IDAs to give away yet more local property tax revenue to 
 encourage housing that will draw more residents and create more demands on public 
 schools and other services. 

 Our take is that IDA subsidies are politically attractive because they are off-budget and 
 appear to be free money – but there is no such thing as a free subsidy or free money. 
 What is really happening here is a complicated shifting of the costs of low-income 
 housing away from the very large and diverse state tax base to local governments and 
 local schools that rely on property taxes. Housing for low-income people is essential, 
 and it’s worth paying for with real, on-budget tax dollars, not fiscal gimmicks. 

 The Constitution 
 Reinvent Albany believes Article VII and Article XVIII of  the New York State 
 Constitution  make it very clear that Industrial Development  Authorities can only 
 subsidize housing for “persons of low income.” 

 Article VII of the New York State Constitution speaks to economic development and 
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 authorizes the State to finance or fund businesses, and for the State to do things like 
 pass the 1969 law creating Industrial Development Authorities. 

 Importantly, Article VII Section 8(3) specifically prohibits public corporations, 
 including Industrial Development Authorities, from subsidizing housing (emphasis 
 added): 

 Such plants, buildings or facilities or machinery and equipment [financed by 
 public corporations] therefor  shall not be  …  (ii) used  primarily as a hotel, 
 apartment house or other place of business which furnishes dwelling 
 space or accommodations to either residents or transients 

 Article XVIII of the State Constitution is dedicated to housing. Article XVIII Section 1 
 authorizes the State Legislature to provide for: 

 Low rent housing  and  nursing home accommodations for  persons of 
 low income  as defined by law, or for the  clearance,  replanning, 
 reconstruction and rehabilitation of substandard and insanitary 
 areas  , or for both such purposes. 

 Article XVIII Section 6 emphasizes that any state housing aid is restricted to low-income 
 housing: 

 The occupancy of any such project shall be restricted to persons of 
 low income 

 Article XVIII Section 10 makes clear that housing subsidies are for low-income people: 

 Nothing in this article contained shall be deemed to authorize or 
 empower the state, or any city, town, village or public corporation 
 to engage in any private business or enterprise other than the 
 building and operation of low rent dwelling houses for persons of 
 low income  or the loaning of money to owners of existing multiple 
 dwellings as herein provided  . 
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