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Debate in Albany and New York City on whether and how to create a successor to 421-a misses two 

important realities: most of the revenue would not exist absent the program; and ending the program 

now will not free up $1.8 billion to spend next year.1 First, most development projects receiving 421-a 

benefits, particularly under the current version of the program, would not have been built without the 

incentive. Furthermore, CBC’s analysis shows that the foregone revenue will decrease by less than 

$100 million per year through fiscal year 2029, and it will take until fiscal year 2043 for $1 billion of the 

currently foregone revenue to be returned to the tax roll.2 

CBC analyzed the costs of seven different types of rental projects built under the current version of 

421-a and found the vast majority would not be financially feasible without the 421-a tax exemption.3 

For these projects and many others like them, there would be no incremental increase in property tax 

to collect absent development incentivized by the exemption. 

Notably, nearly all 421-a properties pay some property taxes. The 421-a program exempts only the 

increase in assessed value attributable to new construction. Property owners continue to pay taxes on 

the assessed value of the site prior to development, a policy commonly referred to as the “mini tax.” For 

fiscal year 2023, CBC estimates that 421-a properties will pay $123 million in “mini tax” property taxes.  

Second, ending the 421-a program will not free up $1.8 billion in tax revenue that the City could spend 

immediately. (See Figure 1.) Tax exemptions already granted will continue for the remainder of the 

term allowed at the time of the original exemption. Based on the tentative fiscal year 2023 property tax 

assessment roll, 60,149 tax lots are expected to receive 421-a exemptions worth over $1.7 billion in 

the upcoming fiscal year.4 These properties are at various stages in their exemption period. While some 

exemptions are near expiration, others, particularly those granted under the current version of 421-a, 

will not expire until the 2050s. (See Figure 2.) As a result: 
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 Less than $100 million annually in foregone revenue becomes “available” over the next seven 

years, as foregone tax revenue decreases from $1.74 billion in fiscal year 2023 to $1.65 billion 

in fiscal year 2029; 

 The “available” tax revenue averages $451 million annually from fiscal year 2030 to fiscal year 

2036; 

 The “available” annual tax revenue does not exceed $1 billion until fiscal year 2043, when the 

exemptions still in force decline to $700 million; and 

 The longest exemption period is 35 years, resulting in foregone revenues through at least fiscal 

year 2057. 

To improve affordability and catch up to past population and job growth, New York City needs to 

produce more housing of every kind, including both affordable and market-rate rental units. A 

successor to 421-a is a key component of a broader package of policies and programs needed to boost 

housing production, which should also include reducing construction and operating costs, increasing as-

of-right zoning capacity, and reforming the property tax. Allowing 421-a to expire without a successor 

will result in less rental housing construction, significantly less affordable housing development (both 

overall and especially in high opportunity areas), and in the long run, less property tax revenue for the 

City. 
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ENDNOTES 
 

[1] City of New York Department of Finance, Annual Report on Tax Expenditures Fiscal Year 2022 (February 

2022), https://www1.nyc.gov/assets/finance/downloads/pdf/reports/reports-tax-

expenditure/ter_2022_final.pdf. 

[2] The availability of revenue is a function of both the estimated value of exempt properties, which continue to 

increase along with assessed values, offset by properties returning to the tax roll as their exemptions expire. 

[3] Sean Campion, Amend it, Don’t End It: Improve 421-a to Spur Rental and Affordable Housing 

Development (Citizens Budget Commission, March 15, 2022), https://cbcny.org/research/amend-it-dont-end-

it. 

[4] The total value of exemptions reported in the fiscal year 2023 tentative assessment roll report a total 

exemption value of $1.74 billion for 421-a properties in fiscal year 2023. This figure will likely change by the 

adoption of the final roll based on appeals of market values, new projects receiving 421-a benefits, and other 

factors. The estimate for fiscal year 2023 is lower than the total reported in the Fiscal Year 2022 Tax 

Expenditure Report. This could result from several factors, including differences in the final tax rate, changes 

in the number of projects receiving benefits or the value of the benefits, or year-to-year changes in assessed 

values. 
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