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I. Introduction
	On June 10, 2020, the Committee on Finance (Committee), chaired by providing late payment interest rate relief for certain COVID-19-impacted property owners unable to pay their real property tax on July 1, 2020. At that hearing, the Committee heard testimony from representatives from the Department of Finance (DOF) and members of the public. This is the second hearing on these bills, of which both were amended after introduction.
	The two bills are: Proposed int. No. 1964-A, sponsored by Council Member Chin, a local law to authorize adoption by resolution of an interest rate for nonpayment of taxes on real property with an assessed value of two-hundred and fifty thousand dollars or less in fiscal year 2021 for property owners adversely affected by COVID-19; and Proposed Int. No. 1974-A, sponsored by the Public Advocate, a local law to authorize adoption by resolution of an interest rate for nonpayment of taxes on real property with an assessed value over two hundred fifty thousand dollars in fiscal year 2021 for certain property owners adversely affected by COVID-19. 
II. Background
The outbreak of the novel coronavirus, COVID-19, in the City of New York has resulted in a myriad of concerns for many New Yorkers, including loss of income and housing instability. The first case of COVID-19 in New York State was confirmed on March 1, 2020, an individual who contracted the virus while traveling in Iran, and then returned home to Manhattan.[footnoteRef:2] The second case was confirmed two days later.[footnoteRef:3] [2:  Governor Cuomo Issues Statement Regarding Novel Coronavirus in New York, Mar. 1, 2020, available at: https://www.governor.ny.gov/news/governor-cuomo-issues-statement-regarding-novel-coronavirus-new-york.]  [3:  New York City Department of Health, New York City Confirms A Second COVID-19 Case, Mar. 3, 2020, available at https://www1.nyc.gov/site/doh/about/press/pr2020/city-confirms-second-covid-19-case.page.] 

On March 7, Governor Cuomo issued Executive Order No. 202 declaring a state disaster emergency for New York State, to remain in effect until September 7, 2020, in an effort to contain the spread of the virus.[footnoteRef:4] On March 11, the World Health Organization (WHO) characterized COVID-19 as a pandemic.[footnoteRef:5] On March 12, Mayor de Blasio issued Emergency Executive Order No. 98 declaring a state of emergency in New York City.[footnoteRef:6] [4:  New York State, Governor Andrew M. Cuomo, Executive Order No. 202: Declaring a Disaster Emergency in the State of New York, https://www.governor.ny.gov/sites/governor.ny.gov/files/atoms/files/EO_202.pdf ]  [5:  Press Release, World Health Organization, WHO Director-General's opening remarks at the media briefing on COVID-19 (March 11, 2020), available at https://www.who.int/dg/speeches/detail/who-director-general-s-opening-remarks-at-the-media-briefing-on-covid-19---11-march-2020 (last accessed on March 20, 2020). ]  [6:  New York City, Mayor Bill de Blasio, Executive Order No. 98: Declaration of Local State Emergency (March 12, 2020), available at https://www1.nyc.gov/assets/home/downloads/pdf/executive-orders/2020/eeo-98.pdf (last accessed on March 19, 2020). ] 

a. Impact on New York City Small Businesses and Residential Tenants
In an effort to manage the spread of the virus, Governor Andrew Cuomo issued an executive order,[footnoteRef:7] and subsequent continuing executive orders, to bring the State to a “PAUSE,” which ordered the closing of all businesses deemed “nonessential.”[footnoteRef:8] The initial “PAUSE” order was issued on March 7, 2020, and businesses began to close or were required to reduce the number of in-person employees commencing on that date.[footnoteRef:9] The closure of “nonessential” businesses eventually became applicable to 100 percent of employees at all nonessential businesses at 8:00 p.m. on March 22, 2020.[footnoteRef:10] The “PAUSE” started to lift in New York City on June 8, 2020, with Phase 1 of a four-part gradual reopening plan permitting the re-opening of construction, retail, manufacturing, and wholesale trade, subject to Empire State Development guidelines to maximize safety and social distancing.[footnoteRef:11] [7:  See id at supra note 3.]  [8:  See id. ]  [9:  See id.]  [10:  N.Y. Exec. Order No. 202.8 (Mar. 20, 2020) https://www.governor.ny.gov/sites/governor.ny.gov/files/atoms/files/EO_202.8.pdf.]  [11:  Governor Cuomo Announces New York City to Enter Phase 1 of Reopening on June 8 and Five Regions Enter Phase 2 of Reopening Today (May 29, 2020), available at https://www.governor.ny.gov/news/governor-cuomo-announces-new-york-city-enter-phase-1-reopening-june-8-and-five-regions-enter; see also, New York Forward: New York City Phase One Industries (retrieved Jun. 8, 2020), https://forward.ny.gov/new-york-city-phase-one-industries.] 

Although a range of industries were permitted to operate during PAUSE, a large proportion of New York’s businesses had to severely reduce their capacities. According to an analysis by the New York City Comptroller, the City’s hotels are projected to only maintain an occupancy rate of 20 percent, while restaurant sales are expected to drop by a staggering 80 percent. Real estate and retail sales are both expected to decline by 20 percent.[footnoteRef:12] The Comptroller’s projections for the restaurant industry are reflected in the results of a recent survey by the New York State Restaurant Association. According to their findings, sales have declined by 79 percent, and New York State restaurants are expected to lose $3.6 billion in sales revenue, in April alone.[footnoteRef:13] Just over half (51 percent) of all restaurants have been able to move their operations online, and unemployment rates in this sector have skyrocketed, as 80 percent of restaurant workers have lost their jobs.[footnoteRef:14] [12:  New York City Comptroller Scott M. Stringer “Comptroller Stringer: City must take immediate action to prepare for economic impacts of COVID-19 and protect vital services for most vulnerable New Yorkers”, March 16, 2020, available at: https://comptroller.nyc.gov/newsroom/comptroller-stringer-city-must-take-immediate-action-to-prepare-for-economic-impacts-of-covid-19-and-protect-vital-services-for-most-vulnerable-new-yorkers/.  ]  [13:  New York State Restaurant Association “Restaurant industry impact survey: New York State”, April, 2020, available at: https://www.nysra.org/uploads/1/2/1/3/121352550/restaurant_industry_impact_survey___new_york_state__2_.pdf.]  [14:  See id.] 

In an analysis of the potential economic impacts of the pandemic on New York City households, the New York University Furman Center “estimate[s] that about 1,405,000 (or 34 percent) of the city’s wage earners may be at risk of income loss”[footnoteRef:15] as a result of mass layoffs or workplace closures, and that there are nearly 1,032,000 New York City households with at least one wage earner in an occupation more vulnerable to income loss.[footnoteRef:16] Additionally, the number of unemployment claims filed with the State has skyrocketed since the “PAUSE”: approximately 144,000 claims were filed in New York City the week of March 22, 2020, up 2,637% from the same period in 2019.[footnoteRef:17] With this sudden loss of income, many tenants in the City have been left wondering how they would make their rent payments. [15:  What are the Housing Costs of Households Most Vulnerable to Job Layoffs? An Initial Analysis, NYU Furman Center (Mar. 30, 2020) available at https://furmancenter.org/thestoop/entry/what-are-the-housing-costs-of-households-most-vulnerable-to-job-layoffs-an.]  [16:  See id.]  [17:  Corina Knoll, Azi Paybarah, Jacob Mensche and Elaine Chen, 11 Numbers That Show How the Coronavirus Has Changes N.Y.C., The New York Times, (Apr. 20, 2020) available at  https://www.nytimes.com/2020/04/20/nyregion/coronavirus-nyc-numbers-unemployment.html .] 

In an effort to provide some relief to tenants, the State and federal governments have each enacted measures to halt evictions for a period of time. New York State has implemented a moratorium on evictions, meaning no evictions will be enforced against residential or commercial tenants. The closure of the state courts to all non-essential functions, including eviction proceedings, on May 16, 2020[footnoteRef:18] was reinforced by Governor Cuomo’s Executive Order No. 202.8, on March 20, 2020.[footnoteRef:19] Likewise, the Federal Coronavirus Aid, Relief, and Economic Security Act, otherwise known as the CARES Act, imposes a moratorium on evictions for nonpayment of rent on all federally subsidized housing.[footnoteRef:20] Although the eviction moratoriums serve as temporary stopgaps, they do not provide any kind of relief to tenants for rent owed during the moratoriums nor do not guarantee that tenants unable to pay rent will be able to stay once the moratoriums are lifted. [18:  Hon. Lawrence Marks, Memorandum Re: Updated Protocols in light of the Coronavirus Public Health Emergency in New York State, March 15, 2020, https://www.nycourts.gov/whatsnew/pdf/Updated-Protocol-AttachmentA3.pdf.]  [19:  N.Y. Exec. Order No. 202.28 (May. 7, 2020) https://www.governor.ny.gov/sites/governor.ny.gov/files/atoms/files/EO_202.28.pdf.]  [20:  Coronavirus Aid, Relief, and Economic Security Act, § 4024 (Mar. 27, 2020) https://www.congress.gov/116/bills/hr748/BILLS-116hr748eas.pdf. ] 

b. Impact on Property Owners
The difficulties faced by small businesses and residential tenants has also been felt sharply by property owners. An eviction moratorium or rent deferral program shifts the financial burden of the lost rent directly to the property owner.[footnoteRef:21] [21:  Laurie Goodman and Dan Magder, Avoiding a COVID-19 Disaster for Renters and the Housing Market, Urban Institute Housing Policy Finance Center, April 2020, https://www.urban.org/sites/default/files/publication/102013/avoiding-a-covid-19-disaster-for-renters-and-the-housing-market_1.pdf.] 

Unsurprisingly, rent collections have tumbled. According to a survey by landlord trade group Community Housing Improvement Program, which represents owners of about 100,000 rent-stabilized apartment units, about 25 percent of its member’s residential tenants skipped rent altogether in May, up from 20 percent in April.[footnoteRef:22] The results align with to a National Multifamily Housing Council report last week that found just 12 percent of tenants at the 11.4 million market-rate properties it tracks failed to make a rent payment for the month.[footnoteRef:23]  [22:  Matthew Haag, New Threat to New York City: Commercial Rent Payments Plummet, NY Times, May 21, 2020, available at https://www.nytimes.com/2020/05/21/nyregion/commercial-rent-NYC-coronavirus.html.]  [23:  Georgia Kromrei, About 25% of NYC renters didn’t pay in May: survey, The Real Deal, May 19, 2020, available at https://therealdeal.com/2020/05/19/about-25-of-nyc-renters-didnt-pay-in-may-survey/.] 

The Community Housing Improvement Program survey also found that 64% percent of retail ground-floor tenants at those apartment buildings surveyed did not pay May rent, as most New York City businesses remained closed.[footnoteRef:24] The results align with the finding by Datex Property Solutions that nationally only 58.6 percent of retail rents were paid in May.[footnoteRef:25] According to Datex, the situation is especially dire for owners of hotels and malls. Faced with plunging sales, companies are trying to renegotiate their office and retail leases — and in some cases refusing to pay — in hopes of lowering their overhead and surviving the worst economic downturn since the Great Depression.[footnoteRef:26] [24:  Id.]  [25:  Heather Long, The next big problem for the economy: Businesses can’t pay their rent, Wash. Po., Jun. 4, 2020, available at https://www.washingtonpost.com/business/2020/06/03/next-big-problem-businesses-cant-or-wont-pay-their-rent-its-setting-off-dangerous-chain-reaction/.]  [26:  Conor Dougherty and Peter Eavis, Tenants’ Troubles Put Stress on Commercial Real Estate, NY Times, June 5. 2020,available at  https://www.nytimes.com/2020/06/05/business/economy/coronavirus-commercial-real-estate.html] 

Many chains stopped paying rent entirely in May, and while Starbucks paid May rent it also sent a letter to landlords requesting rent concessions starting June 1 and continuing for 12 months.[footnoteRef:27] Christopher Whalen of Whalen Global Advisors wrote that “social distancing means financial Armageddon for commercial real estate and municipalities in coming months,” predicting defaults could be worse than the peak losses of the early 1990s commercial real estate bust “by a wide margin.”[footnoteRef:28] One challenge for commercial landlords navigating these challenges is that fewer than 40 percent of commercial property loans are owned by banks, with the remainder held by life insurers, real estate investment trusts and investors in commercial mortgage-backed securities.[footnoteRef:29] Such diffuse ownership of commercial real estate debt may complicate the negotiation of concession agreements. [27:  Long, supra note 26.]  [28:  Long, supra note 26.]  [29:  Long, supra note 26.] 

Historically, New York City has charged interest rates on late payments of property taxes, most recently 7% properties with an assessed value of not more than $250,000[footnoteRef:30] and 18% for properties with an assessed value of over $250,000.[footnoteRef:31] To avoid accelerating mounting pressures on COVID-impacted property taxpayers, the proposed bills propose temporarily relaxing those interest rates under specific circumstances. [30:  Res 0889-2019.]  [31:  Res 0890-2019.] 

III. Legislative Analysis
a. Analysis of Proposed Int. No. 1964-A (sponsored by Council Member Chin)
Proposed Int. No. 1964-A would authorize adoption by resolution of an interest rate for nonpayment of taxes on real property with an assessed value over two hundred fifty thousand dollars in fiscal year 2021 for certain property owners adversely affected by COVID-19.
Section 1 of Proposed Int. No. 1964-A would authorize the Council by resolution adopt an interest rate of 7.5 percent to be charged for nonpayment of taxes, during the period between July 1, 2020 and October 15, 2020. To be eligible, property owners would be required to demonstrate to DOF by no later than September 30, 2020 that such property owner has been adversely affected by the COVID-19 pandemic and either: owns class 4 real property with an assessed value of more than $250,000 and less than $750,000; or owns real property with an assessed value over $250,000 where at least 50 percent of the property is used for residential rental dwellings and contains no more than 30 rental dwelling units, of which at least 50 percent are rent regulated accommodations. 
Section 2 of Proposed Int. No. 1964-A would define various terms for the purposes of the local law. Adversely affected by the COVID-19 pandemic would mean: for eligible class 4 property owners, the income of the property owner from such real property declined, between March 7, 2020 and June 30, 2020, by at least 50 percent as compared to the corresponding period in the previous calendar year due to COVID-19; and for eligible residential rental dwelling property owners, the income of the property owner from such real property declined, between March 7, 2020 and June 30, 2020, by at least 25 percent as compared to the corresponding period in the previous calendar year due to COVID-19. 
Section 3 of Proposed Int. No. 1964-A would require DOF to report to the Speaker of the Council no later than November 1, 2020 the number of properties for which the 7.5 percent interest rate was imposed pursuant to the provisions of this local law and the aggregate value of the real property tax liability of those properties.
Section 4 of Proposed Int. No. 1964-A would provide that the local law take effect immediately and is retroactive to and deemed to have been in effect as of June 25, 2020, except that the council of the city of New York may take such measures as are necessary for the implementation of this local law, including the adoption of the resolution that is the subject of this local law, on or before such date.
b. Analysis of Proposed Int. No. 1974-A (sponsored by the Public Advocate)
Proposed Int. No. 1974-A would authorize adoption by resolution of an interest rate for nonpayment of taxes on real property with an assessed value over two hundred fifty thousand dollars in fiscal year 2021 for certain property owners adversely affected by COVID-19.
Section 1 of Proposed Int. No. 1974-A would authorize the Council by resolution adopt a zero percent interest rate for nonpayment of taxes on real property due on July 1, 2020 for fiscal year 2021, and paid between July 15 and September 30, 2020, for certain owners of class 1 real property and dwellings unit in a condominium. To be eligible, such property owner would be required to demonstrate to DOF by no later than September 30, 2020 that such property owner has been adversely affected by the COVID-19 pandemic and be either: enrolled as of July 1, 2020 in installment agreements with DOF or such property owner must have had a 2019 income, together with the incomes of any additional property owners, of $150,000 or less and such property must have been the primary residence of at least one of the property’s owners for an uninterrupted period of not less than one year preceding July 1, 2020 (without regard to any hospitalization or temporary stay in a nursing home or rehabilitation facility). 
Section 2 of Proposed Int. No. 1974-A would define various terms for the purposes of the local law. Adversely affected by the COVID-19 pandemic would mean: the property owner or a member of the household of such property owner was diagnosed with COVID-19, received confirmation from a health professional of having contracted COVID-19 or experienced symptoms of COVID-19 and sought a medical diagnosis; or the loss of the primary source of income because of COVID-19 between March 7, 2020 and June 30, 2020, which continued for at least 1 month, by the property owner or any additional property owners of such real property
Section 3 of Proposed Int. No. 1974-A would require DOF to report to the Speaker of the Council no later than November 1, 2020 the number of properties for which the zero percent interest rate was imposed pursuant to the provisions of this local law and the aggregate value of the real property tax liability of those properties.
Section 4 of Proposed Int. No. 1974-A would provide that the local law would take effect immediately and is retroactive to and deemed to have been in effect as of June 25, 2020, except that the council of the city of New York may take such measures as are necessary for the implementation of this local law, including the adoption of the resolution that is the subject of this local law, on or before such date.

	Proposed Int. No. 1964-A

	A local law to authorize adoption by resolution of an interest rate for nonpayment of taxes on real property with an assessed value over two hundred fifty thousand dollars in fiscal year 2021 for certain property owners adversely affected by COVID-19

By Council Members Chin and Adams


	Be it enacted by the Council as follows:



Section 1.  Notwithstanding paragraph (ii) of subdivision (e) of section 11-224.1 of the administrative code of the city of New York, the council may by resolution adopt an interest rate of 7.5 percent to be charged for nonpayment of taxes, during the period between July 1, 2020 and October 15, 2020,  on real property due on July 1, 2020 for fiscal year 2021 for real property: (1) classified as class 4 pursuant to section 1802 of the real property tax law with an assessed value of more than $250,000 and less than $750,000; or (2) with an assessed value over $250,000 (i) where at least 50 percent of the property is used for residential rental dwellings; and (ii) which contains no more than 30 rental dwelling units of which at least 50 percent are rent regulated accommodations; provided that no later than September 30, 2020, the owner of such property submits documentation to the commissioner of finance demonstrating that such owner has been adversely affected by the COVID-19 pandemic; and provided further that nothing herein shall be construed to amend paragraph 6 of subdivision b of section 11-319 of such code. 
§ 2. For the purposes of this local law, the following terms shall have the following meanings:
(a) “Adversely affected by the COVID-19 pandemic” means: (1) for real property described in subdivision one of section one of this local law, the income of the property owner from such real property declined, between March 7, 2020 and June 30, 2020, by at least 50 percent as compared to the corresponding period in the previous calendar year due to COVID-19;  and (2) for real property described in subdivision two of section one of this local law, the income of the property owner from such real property declined, between March 7, 2020 and June 30, 2020, by at least 25 percent as compared to the corresponding period in the previous calendar year due to COVID-19.
(b) “Owner” means a person who is liable for payment of the real property tax on the subject property.
(c) “Rent regulated accommodation” means a dwelling unit required by law or by an agreement with a governmental entity to be regulated  in accordance with the emergency tenant protection act of 1974, the rent stabilization law of 1969, the local emergency housing rent control act of 1962 .
§ 3. No later than November 1, 2020, the department of finance shall report to the speaker of the council the number of properties for which the 7.5 percent interest rate was imposed pursuant to the provisions of this local law and the aggregate value of the real property tax liability of those properties.
§ 4. This local law takes effect immediately and is retroactive to and deemed to have been in effect as of June 25, 2020, except that the council of the city of New York may take such measures as are necessary for the implementation of this local law, including the adoption of the resolution that is the subject of this local law, on or before such date. 
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	Proposed Int. No. 1974-A

	A local law to authorize adoption by resolution of an interest rate for nonpayment of taxes on real property with an assessed value of two-hundred and fifty thousand dollars or less in fiscal year 2021 for property owners adversely affected by COVID-19
By The Public Advocate (Mr. Williams) and Council Members Kallos, Lander, Adams and Ayala


	Be it enacted by the Council as follows:


Section 1.  Notwithstanding paragraph (i) of subdivision (e) of section 11-224.1 of the administrative code of the city of New York, the council may, by resolution pursuant to such subdivision, adopt an interest rate to be charged for nonpayment of taxes on real property due on July 1, 2020 as follows:
a. For real property for which, as of July 1, 2020, a property owner has an executed agreement with the department of finance for the payment in installments of any real property taxes, assessments or other charges that are made a lien subject to the provisions of chapter 3 of title 11 of the administrative code of the city of New York, pursuant to section 11-322.1 of such code, the interest rate to be charged for nonpayment of taxes on the real property that is the subject of such executed agreement, due on July 1, 2020 for fiscal year 2021, and paid between July 15 and September 30, 2020, shall be zero percent, provided that no later than September 30, 2020, such property owner submits documentation to the commissioner of finance demonstrating that such property owner has been adversely affected by the COVID-19 pandemic, and provided further that nothing herein shall be construed to amend paragraph 6 of subdivision b of section 11-319 of such code.   
b. For real property with an assessed value of $250,000 or less, for which the income, as defined in subdivision a of section 11-322.1 of the administrative code of the city of New York, of the owner of such property, and all the additional property owners of such real property, during calendar year 2019 was less than $150,000, the interest rate to be charged for nonpayment of taxes on such real property due on July 1, 2020, and paid between July 15 and September 30, 2020, shall be zero percent, provided that such property has been the primary residence of at least one such property owner for an uninterrupted period of not less than one year preceding July 1, 2020, which determination shall be made without regard to any hospitalization or temporary stay in a nursing home or rehabilitation facility, and provided further that no later than September 30, 2020, such  property owner submits documentation to the commissioner of finance demonstrating that such property owner has been adversely affected by the COVID-19 pandemic, and provided further that nothing herein shall be construed to amend paragraph 6 of subdivision b of section 11-319 of such code. 
§ 2. For the purposes of this local law, the following terms shall have the following meanings:
a. “Adversely affected by the COVID-19 pandemic” means: (a) the property owner or a member of the household of such property owner was diagnosed with COVID-19,  received confirmation from a health professional of having contracted COVID-19 or experienced symptoms of COVID-19 and sought a medical diagnosis; or (b) the loss of the primary source of income because of COVID-19 between March 7, 2020 and June 30, 2020, which continued for at least 1 month, by the property owner or any additional property owners of such real property.
b. “Property” means real property classified as class 1 pursuant to section 1802 of the real property tax law or a dwelling unit in a condominium.
§ 3. Any nonpayment of taxes on real property due on July 1, 2020 and paid between July 15 and September 30, 2020, pursuant to subdivisions a and b of section one of this local law, shall not be subject to the provisions regarding subsequent tax liens in subdivision a-1 of section 11-319 of the administrative code of the city of New York.
§ 4. No later than November 1, 2020, the department of finance shall report to the speaker of the council the number of properties for which the zero percent interest rate was imposed pursuant to the provisions of this local law and the aggregate value of the real property tax liability of those properties.
§ 5. This local law takes effect immediately and is retroactive to and deemed to have been in effect as of June 25, 2020, except that the council of the city of New York may take such measures as are necessary for the implementation of this local law, including the adoption of the resolution that is the subject of this local law, on or before such date. 
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