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FISCAL IMPACT STATEMENT

INTRODUCTION NO. 962

COMMITTEE: Finance	

	TITLE: A Local Law to amend the administrative code of the city of New York, in relation to the resolution and enforcement of property tax collection and preservation of housing for certain properties

	SPONSOR(S): Council Members Brannan, Nurse, Williams, Farías and Hudson



SUMMARY OF LEGISLATION: This bill would make substantial changes to the way the City addresses property tax and water & sewer delinquencies to protect at-risk homeowners and tenants while encouraging the timely collection of outstanding debts from property owners who have the means to pay. These changes include extensive reforms to the tax lien sale process, additional notification and outreach requirements, the creation and expansion of various methods for property owners to resolve their delinquency and expanded reporting requirements coupled with a task force to identify further improvements.

First, the bill would take several steps to reduce the number of properties that would be subject to enforcement action. This includes a provision requiring the City’s Department of Finance (DOF) to send late notices to property owners after a bill is unpaid for 45 days, aligning with practices already in place at the City’s Department of Environmental Protection (DEP). The bill would also limit the types of liens that would be eligible for sale by excluding the liens on undevelopable vacant land from sale and by raising the threshold of when subsequent property tax liens can be sold for Class 1, cooperatives and condominiums to mirror the threshold of initial liens, which is 3 years of delinquency and $5,000 in debt, up from the current 1 year threshold (and any amount of debt). 

Second, the bill makes several changes to the outreach and notification process that precedes any lien sale. The City will be required to make good faith efforts to contact Class 1, cooperative and condominium property owners of properties in the lien sale, through in person and telephone, to inform them relevant services and provide assistance with applications. This provision aligns with a commitment by the Administration to dedicate $2 million annually to third party community-based organizations to assist with outreach. In addition, warning notices about the lien sale will now be required to include the minimum payment needed to remove the property from lien sale at risk pool in addition to the full amount owed, making it a bit easier for property owners to remove the risk of a lien on their property being sold.

Third, the bill establishes several new programs for property owners, in particular certain homeowners with incomes below the Enhanced STAR (E-STAR) threshold (currently $98,700, but is automatically updated every year pursuant to an index set in State law), to resolve their delinquency status. This includes the creation of Easy Exit, whereby Class 1 and Class 2 condominium homeowners with incomes below the E-STAR threshold, and who use their homes as their primary residence, would now be able to request to have their home removed from the lien sale up to three times over a 36-month period. The income threshold for the hardship installment plans (commonly known as PT AID) will be raised to the E-STAR threshold, up from the current $86,400 level. In addition, a new hardship plan is created based on the circuit breaker proposed by the NYC Advisory Commission on Property Tax Reform. This plan would allow homeowners, with incomes below the E-STAR threshold, to defer any property taxes that exceed 10 percent of their income, though with a minimum annual payment of $1,500. The bill also creates a new preservation track for homeowners, with incomes below E-STAR, who have exhausted all other options and are at risk of losing their home to foreclosure. Those homeowners would have the option to resolve their debt and stay in their home, by electing to transfer the title to a Qualified Preservation Purchaser (QPP) via the City’s in rem foreclosure process. The QPP would sign a regulatory agreement with the City’s Department of Housing Preservation and Development (HPD) and the property would be eligible for an Article XI tax break. The QPP then would sign a 99-year lease with the homeowner that would be affordable and would include an ability to transfer the lease to their heirs. The homeowner would also receive a limited equity note that could be redeemed when the original homeowner or their heirs, decide to vacate the property. At that point, the QPP would be able to resell the home to a new homeowner as part of an affordable program. 

For homeowners whose liens are sold, there are a few reforms that would make it easier to avoid foreclosure. First, the bill would allow any homeowner to submit an application for a tax break that would exempt them from the lien sale up to 90-days after the sale has occurred. If that homeowner is found to qualify for the exemption, the sale of their lien would be defected. Other homeowners, with incomes below the E-STAR threshold, would be able to have the 5 percent surcharge that gets added on when a lien is sold waived, if they are able to resolve all other debts with the trust.

Additional provisions would require HPD to inspect Class 2 multiple dwellings with high levels of debt that have appeared on the lien sale list at least twice over a four-year period, provide tenant rights information to all tenants in those buildings, and report the results of those inspections. The bill would also create and expand various reporting requirements to the City Council on outcomes of lien sales, the status of properties with liens sold to City-owned trusts, and the documents and agreements that govern the trusts. 

Finally, the bill would allow the Commissioner of DOF to conduct the lien sale up through December 31, 2028, and would establish a temporary 10-member task force comprised of City Council and Mayoral appointees to evaluate the City created trusts, and explore reforms or potential replacements to the trusts that could improve outcomes on collecting debts, preventing future delinquencies, and bolstering affordable housing and homeownership goals.

EFFECTIVE DATE: This bill would take effect 90 days after it becomes law, provided that DOF and HPD may promulgate rules as necessary for the implementation of this local law before it shall take effect, and provided that subdivision b, paragraph 3 of subdivision g, paragraph 1 of subdivision j, and paragraph 2 of subdivision k of section 11-322.1 of the administrative code of the city of New York as amended by sections 12, 15, 20, 21 of this local law and subdivisions f-1 and n-1 of section 11-322.1 of such code, as added by sections 14 and 22 of this local law, shall not take effect until 180 days after it becomes law; and provided that section 26 of this local law takes effect immediately.

FISCAL YEAR IN WHICH FULL FISCAL IMPACT ANTICIPATED: Fiscal 2025
FISCAL IMPACT STATEMENT:

	

	Effective FY25

	FY Succeeding Effective FY26
	Full Fiscal Impact FY25

	Revenues
	$352,800,000
	$324,000,000
	$352,800,000

	Expenditures
	$715,000
	$715,000
	$715,000

	Net
	$352,085,000
	$323,285,000
	$352,085,000



IMPACT ON REVENUES: The Fiscal 2025 revenue impact associated with this bill is estimated at $352.8 million. This figure excludes revenues from the collection of outstanding water and sewer charges, which go to the New York City Water Board. This revenue impact for Fiscal 2025 reflects the fact that the City has not embarked on any concerted effort to collect delinquent property tax and other related charges since the last lien sale in December 2021, resulting in higher than typical uncollected prior year charges that the next lien sale will be able to collect. Therefore, revenues in Fiscal 2026 and subsequent years are projected to be somewhat lower at $324 million as lien sale revenues begin to reflect a more typical revenue stream of an annual lien sale and will not have as much of prior accumulated debts to collect. The City’s adopted financial plan currently reflects $183 million of the $352.8 million fiscal impact in Fiscal 2025 and $80 million of the $324 million revenue impact in Fiscal 2026.

The revenues from the lien sale stem from both voluntary payments triggered by the notification and outreach efforts to avoid the sale of liens on the property as well as revenues from the sale of any remaining property tax liens. It is projected that the delinquency rate will be normalized from the anticipated 2.4% in Fiscal 2025 without a lien sale down to approximately 1.6% which is the annual average delinquency rate that was experienced during the last five fiscal years when a lien sale took place. This delinquency reduction in Fiscal 2025 in addition to the anticipated collection for prior year debts account for a total of $334 million in property tax charges that is expected to be collected with the passing of this bill due to outreach efforts, installment agreements, voluntary full or partial payments to avoid the lien sale and the sale of any remaining property tax liens following the notification period. Total estimated emergency repair program charges that are expected to be collected is $12.3 million, and another $6.5 million to be collected due to other property related charges in Fiscal 2025 based on the average collections from the last five lien sales.

While the collection of water and sewer charges do not impact the City’s budget, this Fiscal Impact Statement provides some background on the collection of those charges for the New York City Water Board for context. DEP estimates there are currently over 19,000 parcels with an aggregate delinquent balance of $556 million that could be included in the lien sale pool based on the criteria for water and sewer debt. In prior lien sales, on average over 14,000 parcels with $196 million in water and sewer charges were included in the at-risk pool, which resulted in $126 million in additional annual revenues for the Water Board. 

IMPACT ON EXPENDITURES: It is estimated that passing this bill would cost the City $185,000 in additional personnel services (PS) to cover the hiring needs of DOF for 2 additional staff members to assist in the reporting and customer service elements of the bill in Fiscal 2025. In addition, the cost associated with this bill for other than personnel services (OTPS) is estimated at $530,000 to cover for the cost of approximately 530,000 past-due notices that is anticipated to be sent by DOF per year, including the cost of postage and return envelopes. In aggregate, total annual PS and OTPS expenditures associated with this bill are projected to be at $715,000 in Fiscal 2025 and each of the subsequent years. 

In addition, the Council expects that the Administration will spend $2 million in expense on outreach activities per the agreement surrounding the deal, but this is not required directly by the legislation.

HPD will be able to execute the reporting and inspection provisions required by the bill with existing resources, and therefore does not anticipate any additional personnel services cost associated with this bill.
	



SOURCE OF FUNDS TO COVER ESTIMATED COSTS: General Fund

SOURCE OF INFORMATION: 		New York City Council Finance Division
					Department of Finance (DOF)
					Department of Environmental Protection (DEP)
					Department of Housing Preservation & Development (HPD)
					
ESTIMATE PREPARED BY:		Andrew Wilber, Supervising Economist
Dilara Dimnaku, Chief Economist/Assistant Director

ESTIMATE REVIEWED BY: 	Emre Edev, Deputy Director
	Mike Twomey, Assistant Counsel
	Jonathan Rosenberg, Managing Director

LEGISLATIVE HISTORY: This bill was heard as a pre-considered introduction by the Committee on Finance on June 18, 2024 and laid over. It was then introduced by the Council on June 20, 2024 and referred to the Committee on Finance. It will be considered by the Committee on June 30, 2024, upon successful vote by the Committee, Introduction 962 will be submitted to the full Council for a vote on June 30, 2024.

DATE PREPARED:  June 29, 2024 
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