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Explanation of the Banking Commission
Interest Rate Exercise

» Discount Rate: Property owners can pre-pay their property tax bills and receive a
discount.

» Late Payment Rates: The City of New York is required to charge interest on any
amount of tax that is past due.

» By May 13th, the NYC Banking Commission (“Banking Commission”) recommends a
discount rate and penalty rates for the forthcoming fiscal year beginning on July 1.

» The purpose of this presentation is to present key data from the current Discount and
Late Payment Interest Rate analysis and explain the FY2023 recommendations.




History of Prior Years’ Adopted Rates

Fiscal Year Discount Rate Interest. Charged to Interest Fharged to
Properties <=$250K Properties >$250K
FY2017 0.50% 6.00% 18.00%
FY2018 0.50% 6.00% 18.00%
FY2019 0.50% 6.00% 18.00%
FY2020 0.50% 7.00% 18.00%
FY2021 0.50% 3.25% / 5% 18.00%
Intersst Charged to Interest Charged to Interest Charged to
. . roperties . Properties
Fiscal Year Discount Rate <=$250K Properties >$450K
>$250K but <=$450K
FY2022 Recommendation 0.50% 3.25% / 4.50% 12.00% 18.00%
FY2022 Adopted 0.50% 3.0% 6.00% 13.00%
FY2023 Recommendation 0.50% 6.0% 12.00% 18.00%

The Banking Commission is recommending:

0.50% discount rate

6% penalty rate for the properties with assessed values of $250K or less;
12% penalty rate for properties with assessed values between $250K and $450K; and
18% penalty rate for properties with assessed values greater than $450K.




DISCOUNT RATE ANALYSIS




FY2022 DISCOUNTS

Quarterly Discounts:

« 0.50% on the full amount of property tax if the entire amount of taxes owed is paid by the July due date
(or grace period due date).

. 0.33% discount on the last three quarters if the outstanding balance is paid by the October due date.
« 0.17% discount on the last six months if the outstanding balance is paid by the January due date.

Semi-Annual Discounts:

* 0.50% discount if the entire amount of taxes owed is paid by July 1.




NYC CASH BALANCE IN FISCAL YEAR 2022
NYC- s Pvse e

Department of Finance

« The Discount Rate is a tool to encourage prepayments and accelerate the City’s cash flow
FY22 projected year-end cash flow is $1.7 billion lower than FY21
FY22 forecast is comparable to FY20 when Discount Rate was set at 0.50%




Real Property Taxes Collected in FY22

Real Property Taxes Collected in FY22
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Real property taxes collected to date in FY22 totaled $30.04 billion,
a decrease of $1.52 billion from FY21.



Real Property Taxes Paid Early in FY22

Real Property Taxes Paid Early in FY22
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Property Taxes Paid Early in FY22 ($2.47 billion) exceeded what was prepaid in FY21 (52.30 billion);
This is a 7.4% increase in taxes paid early from FY21 to FY22.

Billions




Early Payment Discount in FY22

Discount Given to Taxpayers in FY22
Discount Rate at .50%
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m Early Payment Discount

In FY22 taxpayers availed themselves of $10.38 million in discounts, an increase over the $9.83
million they saved in FY21. This is a 5.6% increase in discounts given to taxpayers from FY21 to FY22.



Discount Rate Recommendation

» The Discount Rate has been held steady at 0.50% since 2015
» NYC’s cash flow projects an approximately $7 billion balance year-end

» FOMC Interest rates have increased this year and further increases are
expected

» The recommended discount rate is very close to the City Council Default Rate
(0.53%)

Given the above considerations, there is no compelling reason to increase the
discount rate, nor to reduce or eliminate it.

We recommend that the Discount Rate remain at the current level of 0.50%.
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PENALTY RATES ANALYSIS




FY2022 PENALTY RATES

Pandemic Impacted

Annual Interest .
Rate Assessed Value of Property Effective Dates

3% Less than or equal to $250,000 July 1, 2021 through June 30, 2022

Greater than $250,000 but less th I
reater than 5250,000 butless than orequal |\ 1 5051 4 0uoh June 30, 2022

6%
to $450,000

13% Greater than $450,000 July 1, 2021 through June 30, 2022




RPT Collected Early

		Fiscal Year		Discount Rate		Delinquent Property Tax Large Properties		Delinquent Property Tax Small Properties



		FY2018		0.50%		$   0		$   0

		FY2019		0.50%		$   0		$   0

		FY2020		0.50%		$   0		$   0

		FY2021		0.50%		$   0		3.25% and 5%

		FY2022 Recommendation		?		?		?

						RPT Collected Early

				FY17		$24,170,000,000

				FY18		$26,080,000,000

				FY19		$28,080,000,000

				FY20		$29,850,000,000

				FY21		$31,560,000,000

				FY22		$30,044,827,215





 Real Property Taxes Collected in FY22

 



 RPT Collected Early 	

FY17	FY18	FY19	FY20	FY21	FY22	24170000000	26080000000	28080000000	29850000000	31560000000	30044827214.700001	









RPT Paid Early



						RPT Paid Early

				FY17		$2,470,000,000.00

				FY18		$2,930,000,000.00

				FY19		$2,160,000,000.00

				FY20		$1,790,000,000.00

				FY21		$2,300,000,000.00

				FY22		$2,465,249,444.49















































































































































 Real Property Taxes Paid Early in FY22 



 RPT Paid Early 	

FY17	FY18	FY19	FY20	FY21	FY22	2470000000	2930000000	2160000000	1790000000	2300000000	2465249444.4899998	FY17	FY18	FY19	FY20	FY21	FY22	



Billions







Early Payment Discount

								Early Payment Discount		Discount Rate

						FY17		$11,360,000.00		0.50%

						FY18		$11,700,000.00		0.50%

						FY19		$9,640,000.00		0.50%

						FY20		$7,360,000.00		0.50%

						FY21		$9,830,000.00		0.50%

						FY22		$10,384,869.61		0.50%



Discount Given to Taxpayers in FY22

Discount Rate at .50%



 Early Payment Discount 	

FY17	FY18	FY19	FY20	FY21	FY22	11360000	11700000	9640000	7360000	9830000	10384869.609999999	











Accounts Paid Early

						Total Accounts Paid Early 		Total NYC Accounts		% Paid Early

				FY18		201,874		1,058,312		19%

				FY19		176,400		1,058,485		17%

				FY20		146,760		1,066,481		14%

				FY21		169,010		1,073,296		16%

				FY22		177,966		1,080,027		16%





Number of Accounts that Paid Property Taxes Early



 Total Accounts Paid Early  	

FY18	FY19	FY20	FY21	FY22	201874	176400	146760	169010	177966	Total NYC Accounts	

FY18	FY19	FY20	FY21	FY22	1058312	1058485	1066481	1073296	1080027	% Paid Early	

FY18	FY19	FY20	FY21	FY22	0.19075093167232349	0.16665328275790398	0.13761145299353669	0.15746821007438769	0.16477921385298702	











Quarterly Vs. Prime Rate

				Quarterly Late Payment Interest Rate Recommendations for Subsequent FY		Prime Rate

		FY17		6.00%		4.50%

		FY18		6.00%		4.75%

		FY19		7.00%		5.50%

		FY20		5.00%		3.25%

		FY21		4.50%		3.25%

		FY22		3.00%		4.00%

				*FY2020 - Quarterly interest rate recommended for FY21 Q1 was 3.25% but was subsequently raised to 5% for Q2-Q4.



Quarterly Late Payment Interest Rate vs. Prime Rate



Quarterly Late Payment Interest Rate Recommendations for Subsequent FY	

FY17	FY18	FY19	FY20	FY21	FY22	0.06	0.06	7.0000000000000007E-2	0.05	4.4999999999999998E-2	0.03	Prime Rate	

FY17	FY18	FY19	FY20	FY21	FY22	4.4999999999999998E-2	4.7500000000000001E-2	5.5E-2	3.2500000000000001E-2	3.2500000000000001E-2	0.04	









Foregone Interest



																Month		Average Rates		Quarter

																JULY

																AUGUST		0.13%		Q1

																SEPTEMBER

																OCTOBER

																NOVEMBER		0.13%		Q2

																DECEMBER

																JANUARY

																FEBRUARY		0.12%		Q3

																MARCH

																APRIL

																MAY		0.12%		Q4

																JUNE

																11-Month
Investment Avg.		0.13%

						Foregone Interest

				FY19		$   14,887,160

				FY20		$   12,659,554

				FY21		$   1,192,299





Foregone Interest	

FY19	FY20	FY21	14887160	12659554	1192299	







Comparable Cities

				New York City < $250,000		4.5%

				Washington, D.C.		10.0%

				Detroit, MI		12.0%

				Boston, MA		14.0%

				Philadelphia, PA		15.0%

				Chicago, IL		18.0%

				New York City > $250,000		18.0%

				Houston, TX		20.0%

				Los Angeles County		20.0%

				San Francisco, CA		20.0%



Fiscal Year 2022 Late Payment Interest Rates for NYC and Comparable Cities

 





New York City 	<	 $250,000	Washington, D.C.	Detroit, MI	Boston, MA	Philadelphia, PA	Chicago, IL	New York City 	>	 $250,000	Houston, TX	Los Angeles County	San Francisco, CA	4.4999999999999998E-2	0.1	0.12	0.14000000000000001	0.15	0.18	0.18	0.2	0.2	0.2	







Mortgage & HELOCs

		Mortgage (30 Years Fixed)						Home Equity Line of Credit (HELOC)

		Bank Name		Fiscal Year				Bank Name		Fiscal Year

				2022						2022

		Amalgamated Bank		NA				Amalgamated Bank		NA

		Bank of America		3.68%				Bank of America		4.77%												Avergage of 2022 by Loan Type

		Better		3.91%				Bethpage Federal CU		4.25%

		Chase		NA				Better		NA										Loan Type

		Citi		NA				Capital One		NA										Home Equity Line of Credit										4.24%

		Citibank		3.75%				Chase		NA

		Citizens Bank NA		NA				Citibank		4.55%

		Connect One		3.63%				Citizens Bank NA		NA

		Flushing		NA				Connect One		3.75%

		HSBC Bank USA NA		3.18%				Flushing		3.75%

		JPM Chase		NA				HSBC Bank USA NA		NA

		KeyBank		NA				JPM Chase		NA

		M&T Bank		3.63%				KeyBank		NA										30 Year Fixed Mortgage										3.63%

		MUFG Union Bank		3.75%				Lower.com		4.00%

		Malvern FSB		NA				M&T Bank		4.14%

		NBT Bank NA		NA				MUFG Union Bank		4.49%

		PNC Bank		3.75%				PNC Bank		4.09%

		People's United Bank, NA		NA				People's United Bank, NA		NA

		Popular Bank		3.50%				Popular Bank		4.63%

		Quicken Loans		NA				Reliant		NA

		Reliant		3.55%				Santander Bank NA		NA

		Rocket Mortgage		NA				Signature Bank		NA

		Santander Bank NA		NA				Sterling National Bank		NA

		Signature Bank		NA				Suntrust		NA

		Sterling National Bank		NA				TD Bank NA		NA

		Suntrust		NA				The Provident Bank		NA

		TD Bank NA		NA				ThirdFederal Savings and Loan 		NA

		The Provident Bank		NA				US Bank		NA

		US Bank		NA				Valley National Bank		NA

		Valley National Bank		NA				Wells Fargo		NA

		Wells Fargo		3.63%				Average		4.24%

		Average		3.63%





Interest Charged Accounts

						Total Citywide Accounts		Total Interest-Charged (Delinquent) Accounts		Overall Percent Charged Interest

				FY18		1,058,312		97,109		9%

				FY19		1,058,485		107,630		10%

				FY20		1,066,481		134,979		12.66%

				FY21		1,073,296		106,115		9.89%

				FY22		1,080,027		232,505		21.53%







Delinquent Accounts



Total Citywide Accounts	

FY18	FY19	FY20	FY21	FY22	1058312	1058485	1066481	1073296	1080027	Total Interest-Charged (Delinquent) Accounts	

FY18	FY19	FY20	FY21	FY22	97109	107630	134979	106115	232505	Overall Percent Charged Interest	

FY18	FY19	FY20	FY21	FY22	9.1758385050911259E-2	0.10168306589134471	0.12656484269293125	9.8868345731280088E-2	0.21527702548177036	











Sheet1

				Annual Interest Rate		Assessed Value of Property		Effective Dates

				3%		Less than or equal to $250,000		July 1, 2021 through June 30, 2022

				6%		Greater than $250,000 but less than or equal to $450,000		July 1, 2021 through June 30, 2022

				13%		Greater than $450,000		July 1, 2021 through June 30, 2022
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Actual Interest Collected on FY22 Late Payments

» Quarterly Properties Interest

Penalty Assessed

(<=5250K) | 2019 | 2020 | 2021 | 2022 |%Change]

$7,680,966  $8,624,290 $4,968,986  $2,812,302 (43.40%)

» Semi-annual Properties Interest
" Penalty Assessed

(3230 but <3500 e paa

$1,816,474

» Semi-annual Properties Interest
Penalty Assessed

*
(>5450K)  me [ mw [ mn [ mm [ucum
Semi-Annual (>$250K) EemlAnnual[>$250K Semi-Annual (>$250K) | Semi-Annual (>$450K)

$14,627,227 $44,318,156 $18,609,678

NIA

*The two semi-annual categories were newly created in FY22. Therefore, they cannot strictly be compared to prior years.
*Interest Rates were lowered for the new mid-tier Semi-annual tranche (>250K but <=$450K) from the 18% of previous years
and the 12% (Recommended last year) to 6% (Adopted) for FY22.

*Interest rates were lowered for Semi-annual properties (>$450K) from 18% (Recommended) to 13% (Adopted) for FY22.




Actual Interest Collected on FY22 Late Payments (Cont.)

Penalty Assessed

$22,308,193 $38,851.,574 $49,287.,142 $23,238,454 (43.40%)

Interest collected on penalties decreased for both quarterly properties and semi-annual properties as the
rates were significantly lowered for both categories for FY22 compared to FY21. Penalty interest assessed
decreased by $26 million (43.4%) in FY22 compared to FY21.




Comparable Rates
Late Payment Interest Rates

Fiscal Year 2022 Late Payment Interest Rates for
MNYC and Comparable Cities

25.0%

2000% 20.0% 20.0%
20.0%
15.0%

10.0%

New York City’s FY22 late payment rates are significantly less than those
assessed in comparable Cities.

Note: Many comparable Cities have additional penalties assessed in addition to interest.




Long Term Fixed Mortgage Rates
&
Home Equity Lines of Credit (HELOCS)

National Residential Real Estate Interest Rates

Loan Type
Home Equity Line of Credit 5.88%
30 Year Fixed Mortgage 5.27%

HELOC is based on a 20-year interest rate, as of May 4, 2022 (Source: Bankrate.com)

30-Year Fixed Rate Mortgage rate is from the Federal Reserve Bank of St. Louis, as of
May 5, 2022 (Source: St. Louis Federal Reserve Bank)




Interest-Charged Accounts

The number of interest-charged accounts has ranged from 9% to 22% of all accounts

The number of accounts that paid interest increased significantly from FY21 to FY22

Delinguent Accounts

5300 5464 25%
5450
5400
5350
5300
5250
5200
5150
5100
550

21.53%
20%

15%

10%

5100
. )
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mm Ave. Interest Per Account m—— Percentage of Accounts Charged Interest

However, the average amount owed per account decreased by $364 from FY21 to FY22.




FY22 Foregone Interest

Foregone Interest

516,000,000
14 B87 160

514,000,000
512,000,000 512,659,554
510,000,000
$8,000,000
$6,000,000
54,000,000
52,000,000

5

$1,192.299

51,268,761

Frl% FY20 Fr21 Fy22

NYC lost approximately the same amount of potential income in FY22
as in FY21 on interest that was NOT EARNED because the property
taxes were NOT COLLECTED due to exceptionally low interest rates.




FY2022 Late Payments Impact

05/02/2022 Fiscal Year 2022 Late Payments Impact

Quarterly (<=$250K) Semi-Annual ($250K- | Semi-Annual (>$450K)
$450K)

Property Type Number of Delinquent Amount Interest on Delinquent Foregone Interest
Accounts Delinquent/Balance Property Tax (Penalty) Income Net Interest Income

(Net Penalty)
$18,164.451

semi-Annual (>$450K) £.331 $320,797 596 $18,600,678 (5445 227)

Semi-Annual ($250K- 0,143 $67,374,810 $1,616,474 ($90,956) $1,725518
$450K)

Quarterly {«=5$250K) 221,01 $369,367,183 52,812,302 ($732,578) 52,079,724
Total 232,505 $766,539,889 $23,238,454 ($1,268,761) $21,969,693

The City’s overall net revenue due to interest on all outstanding FY22 property taxes
was $21.9 million to date. The decrease of the penalty interest rates for FY22 resulted
in a substantial decline in penalty income compared to FY21 ($49.3M in FY21 - $23.2M
in FY22), culminating in a $26M reduction in penalty income.




FY2023 Penalty Rate Recommendations

Quarterly (<$250K) Semi-Annual ($250K-$450K) | Semi-Annual (>$450K)

6% 12% 18%

FOMC interest rates have climbed .75% this calendar year with further increases projected

Local Law 30 of 2015 dictates that the Quarterly and mid-tier Semi-Annual recommendations must
be increased

= Commission-recommended Quarterly recommendations must be at least 4% (Prime Rate)

= Commission-recommended mid-tier Semi-annual recommendations must be at least 8% (Prime Rate + 4%)
NYC’s economy is recovering
Most public sector and many private sector employees have resumed normal work schedules

NYC rates for FY22 were lower than all other comparable Cities.

Given the above considerations:

«  We recommend that the Penalty Rate for properties with accessed values <=250K be set to 6%.
«  We recommend that the Penalty Rate for properties with accessed values >250K but <=450K be set to 12%.

«  We recommend that the Penalty Rate for properties with accessed values >450K be set to 18%. ’




APPENDIX |
Local Law 30 of 2015: Determination of Discount Percentage

fed) Ifthe council does not adopt a discount percentage prior to the date that the statement

of account or other similar bill or statement is prepared, [a] ke discount percentage [of one and one-

» Local Law 30 of 2015
ha]f percent shall be uszed to determmine the discount prowided] shall be the annualized inferast rate on states that, if the
Council does not adopt
a discount rate prior to
June 5t then a
formula-based default

plius seventy-five basis poinis, the sum af which chall be divided by four for the last business day rate will be set.

six-month United Sigtes freasury bills, as reparted by the Board of Governors af the Federal

Regerve Svotem in ite H.I15 report or similar stafistical report detailing selected inferest rates,

af April preceding the ensuing fiscal year where a discount is allowed for payments made on or
before the last day that the mstallment due July first could be pad without mnterest, and this percentage

shall continue to apply untl the council adopts a discount percentage pursuant to paragraph (o) of this

subdrrsion.

Currently, the City Council default discount rate is 53 basis points (0.53%)

6 Month Treasury Bill Rate ~ As of April 29, 2022 - 1.37%

[(Annualized interest rate on 6-Month Treasury Bills (as of April 29, 2022) + 75 bps)/4]

[(1.37%+0.75%)/4]=0.53%



APPENDIX I

Local Law 24 of 2021:Interest on unpaid real property tax

(e) Council adopted rates. By May thirteenth of each year, the banking commission shall send
a written recommendation to the council of a proposed interest rate to be charged for nonpayment
of taxes on real property. The commission shall consider the prevailing interest rates charged for

commercial loans extended to prime borrowers by commercial banks operating in the city and:

(1) for real property with an assessed value of two hundred fifty thousand dollars or less, shall

propose a rate at least equal to such prevailing prime rate; |

(1) for real property with an assessed value of over two hundred fifty thousand dollars but no

greater than four hundred fifty thousand dollars, shall propose a rate of at least four percent per |

annum greater than such prevailing prime rate;l

(iii) for real property with an assessed value of over four hundred fifty thousand dollars, shall

propose a rate of at least six percent per annum greater than such prevailing prime rate. |

> Local Law 24 states that the Banking
Commission must recommend a rate
that is at least equal to the prime
rate for properties <=5$250K
(4.00% for FY23).

> For properties assessed >$250K but
<=$450K, the Commission must
recommend a rate at least 4% greater
than the prime rate (8.00% for FY23).

> For properties assessed >$450K, the
Commission must recommend a
rate at least 6% greater than the
prime rate
(10.00% for FY23).




APPENDIX Il continued

Local Law 24 of 2021: Determination of Interest Rates for Properties with Assessed
Values <=$250K, >$250K but <=5$450K, and >$450K by City Council

(c) Interest rates on tax due and payable on or after July first, two thousand five. If the council
does not adopt interest rates, the rates shall be (a) for real property with an assessed value of two

hundred fifty thousand dollars or less, seven percent per annum;|[and] (b) for real property with an

assessed value of over two hundred fifty thousand dollars but no greater than four hundred fifty

thousand dollars, thirteen percent per annum} and (c) for real property with an assessed value of

over four hundred fifty thousand dollars, fifteen percent per annum. |

> If_olclal Law 24 of 2021 states that if the City Council does not act, the rates shall be as
ollows:

- For properties <=5250K, an interest rate of 7% per annum shall be adopted

- For properties assessed >$250K but <=$450K, an interest rate of 13% per annum shall
be adopted

- For properties >$450K, an interest rate of 15% per annum shall be adopted
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