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Introduction

On November 15, 2017, the New York City Council Committee on Finance (Committee), chaired by Council Member Julissa Ferreras-Copeland, will hold a hearing to consider Intro. 1750, sponsored by Council Member Ferreras-Copeland, A Local Law to amend the administrative code of the city of New York, in relation to requiring the department of finance to provide new homeowners with information about real property taxes and exemptions. This is the first hearing on the legislation. Representatives from the New York City Department of Finance (DOF) and other interested parties have been invited to testify at today’s hearing.
Background
In 1981, the State Legislature adopted Senate bill, S.7000A, which created Article 18 of the Real Property Tax Law (“RPTL”).
 For purposes of taxation, Article 18 established four classes of property
 and allows special assessing units (New York City and Nassau County) to apply different fractional assessment percentages to each class of property.
 The main provisions contained in S.7000A established the framework for the City’s present property tax system. 

Calculating Market and Assessed Values

Pursuant to Article 18, there are four classes of property. Class 1 consists primarily of one-, two and three-family homes; Class 2 consists of other residential property that is not in Class 1 including rental, cooperative and condominium apartments (but not including motels and hotels); Class 3 consists of utility property of regulated utilities and holders of franchises, such as cable television providers; and Class 4 consists of real property not designated Class 1, 2, or 3, and generally consists of commercial properties.

Each year, DOF estimates the value of every taxable property in the city.
 The determination of value assigned to a property is termed an “assessment,”
 and is commonly referred to as the “market value”
 of the property. Pursuant to Section 305 of the Real Property Tax Law, each class of property must be assessed at the same percentage of full value, which in turn is commonly referred to as the “assessed value” of the property. To comply with this statute, DOF calculates the assessed value of a property by multiplying a property’s market value by a set percentage – six percent for Class 1 properties and 45 percent for Class 2, 3 and 4 properties.
 
To prevent wide, year-to-year fluctuations in assessed values due to market conditions, Article 18 sets forth limits on how much a property’s assessed value can increase each year for Class 1 and some Class 2 properties. For Class 1 properties, assessed increases are subject to a six percent annual cap and a 20 percent cap over five years.
 For small Class 2 properties (buildings with 4-10 units), the assessed value increases are subject to an eight percent annual cap and a 30 percent cap over five years.
 For large Class 2 properties (buildings with more than 10 units) and Class 4 properties, no caps are in place, but the increases in assessed value are phased in over five years.
 These caps and phase-ins apply only to changes due to market conditions, and do not apply to changes due to physical improvements or changes on a property.
 
After each property’s assessed value has been calculated, DOF applies any exemptions for which the property or property owner is eligible and qualifies. This amount is the “taxable value” of the property.
  

All property owners may file an appeal of their assessments with the Tax Commission, an independent review board responsible for the administrative review of real property tax assessments set by DOF.

Determining the Tax Rate and the Amount of Property Tax Bills

The Council is responsible for setting the tax rates for each class every year.
 This is generally done in conjunction with adoption of the budget.
 A property’s tax bill is calculated by applying the applicable tax rate to the taxable value, less any available abatements.

Helping Homeowners Understand the Property Tax System

New York City’s property tax system is very complex, and the laws governing the system are equally as complex and difficult to understand. In an effort to assist the public in understanding the property tax system and how the administration of the property tax leads to amount that each homeowner is required to pay each year, the Council passed Local Law 62 of 2012 which required DOF produce and publish an informational brochure on property taxes. 

Specifically, the law requires DOF to produce and publish brochures for Class 1 and Class 2 properties containing the following information:

· a description of the way DOF determines market value and assessed value for all Class 1 and Class 2 property in the City, and the way the property tax assessment determined by such values affects a property owner’s property tax bill; 

· a description of the statement of account, notice of property value or similar document that provides a property owner with a description of his or her property, applied exemptions, and the assessed and market values of such property, and an explanation of the content contained therein; 

· a description of property tax exemptions and abatements administered by DOF, and the eligibility requirements and application deadlines of such property tax exemptions and abatements; 

· a timeline of deadlines in the fiscal year as they relate to property tax assessment and payment of property taxes; and 

· a description of the property tax dispute process.

Pursuant to Local Law 62, DOF created two informational brochures (one for Class 1 and one for Class 2) and published them on its website.
 There is currently no requirement that such brochures be provided directly to new homeowners at the time that they purchase their homes. This local law would impose such a requirement in an effort to ensure that new homeowners understand how their property taxes are calculated, and made aware of any exemptions or abatements that they could qualify for, as well their right to appeal their assessment to the Tax Commission.
Intro. 1750

Section one of Intro. 1750 would require that, whenever a document transferring ownership of a one-to-four family home or a residential cooperative and condominium is recorded with the City Register or Staten Island County Clerk, DOF would have to mail, and if possible e-mail, a copy of the property tax informational brochure it is required by law to produce to the new homeowners.

Section two of Intro. 1750 would establish that the local law takes effect 60 days after it becomes law.
Int. No. 1750
 
By Council Members Ferreras-Copeland, Constantinides and Menchaca
 
A Local Law to amend the administrative code of the city of New York, in relation to requiring the department of finance to provide new homeowners with information about real property taxes and exemptions
 
Be it enacted by the Council as follows:
 
Section 1. Section 11-135 of the administrative code of the city of New York, as added by local law number 62 of the year 2012, is amended by adding a new subdivision 4 to read as follows:
§ 11-135 Informational brochure. 1. The department of finance shall publish on its website a brochure or brochures written in plain English that contains the following information:
(a) A description of the way the department determines market value and assessed value for all class one and class two property in the city of New York, and the way the property tax assessment determined by such values affects a property owner's property tax bill.
(b) A description of the statement of account, notice of property value or similar document that provides a property owner with a description of his or her property, applied exemptions, and the assessed and market values of such property, and an explanation of the content contained therein.
(c) A description of property tax exemptions and abatements administered by the department, and the eligibility requirements and application deadlines of such property tax exemptions and abatements.
(d) A timeline of deadlines in the fiscal year as they relate to property tax assessment and payment of property taxes.
(e) A description of the process specified in sections one hundred sixty-four, one hundred sixty-four-a, and one hundred sixty-four-b of the New York city charter to dispute assessments determined by the department.
2. The brochure or brochures required by this section shall be published on the department's website as follows:
(a) for class one properties, no later than January fifteenth, two thousand thirteen; and
(b) for class two properties, no later than January fifteenth, two thousand fourteen.
3. Such brochure or brochures shall be updated by the department on a periodic basis.
4. Upon the recording of any document with the city register or the office of the Richmond county clerk transferring an ownership interest in any class one property or in any class two property that is a residential condominium or residential cooperative or a four family residential property, as such classes of property are defined in subdivision one of section eighteen hundred two of the real property tax law, the department shall send by mail, and if possible by electronic mail, the relevant brochure to the grantee or grantees of such ownership interest.
§ 2. This local law takes effect 60 days after it becomes law.
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� See Chapter 1057 of the Laws of 1981


� See Real Property Tax Law § 1802(1)


� See Real Property Tax Law § 305(2)


� See Real Property Tax Law § 1802(1)


� See New York City Charter § 1508


� See Real Property Tax Law § 102(2). See also New York City Charter § 1506. The term "assessment" shall mean a determination by the assessors of (a) the taxable status of real property as of the taxable status date; and (b) the valuation of real property, including the valuation of exempt real property, and where such property is partially exempt, the valuation of both the taxable and exempt portions.


� See � HYPERLINK "http://www1.nyc.gov/site/finance/taxes/calculating-your-property-taxes.page" �http://www1.nyc.gov/site/finance/taxes/calculating-your-property-taxes.page� (last accessed November 14, 2017)


� See id.


� See Real Property Tax Law § 1805(1)


� See Real Property Tax Law § 1805(2)


� See Real Property Tax Law § 1805(3)


� See Real Property Tax Law § 1805(5)


� See � HYPERLINK "http://www1.nyc.gov/site/finance/taxes/calculating-your-property-taxes.page" �http://www1.nyc.gov/site/finance/taxes/calculating-your-property-taxes.page� (last accessed November 14, 2017)


� See New York City Charter, §§ 153, 1504-a


� See New York City Charter §§ 1516, 1516-a


� See id.


� See � HYPERLINK "http://www1.nyc.gov/site/finance/taxes/calculating-your-property-taxes.page" �http://www1.nyc.gov/site/finance/taxes/calculating-your-property-taxes.page� (last accessed November 14, 2017)


� See � HYPERLINK "http://www1.nyc.gov/site/finance/taxes/property-assessments.page" �http://www1.nyc.gov/site/finance/taxes/property-assessments.page� (last accessed November 8, 2017)
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