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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
SUMMARY OF PROVISIONS:
Section one of the bill would amend chapter 1 of title 11 of the Administrative Code of the City of New York (“Administrative Code”) to add a new § 11-129.1 to require that the Department of Finance (“DOF”) send a notification, no later than 45 days after the date on which an installment of real property tax is due pursuant to paragraph (b) of subdivision 2 of § 1519-a of the New York City Charter (“Charter”), in the case of real property with an assessed value of $250,000 or less, or pursuant to paragraph (b) of subdivision 3 of such § 1519-a, in the case of real property with an assessed value of more than $250,000, to each owner of any such property for which the amount of real property tax liens exceeds $100. Such notification would be required to include a summary of all tax liens for such property, excluding any liens arising from the nonpayment of sewer rents, sewer surcharges, or water rents and interest and penalties thereon, and guidance regarding obtaining information from the Department of Environmental Protection (“DEP”) about liens arising from the nonpayment of sewer rents, sewer surcharges or water rents.
Section two of the bill would amend the opening paragraph of subdivision a of § 11-245.8 of the Administrative Code to remove the requirement that the Commissioner of Finance, no later than October 31 of each year, provide a notice relating to the tax lien sale process to any property owner where the value of tax liens, excluding liens arising from the nonpayment of sewer rents, sewer charges, or water rents, exceeds $1,000. Section two also requires that the notice sent to all property owners by DOF include information about the options established pursuant to sections 11-412.3, 11-412.4 and 11-412.5 of the Administrative Code.
Section three of the bill would remove the requirement in subdivision c of section 11-245.8 of the Administrative Code, relating to certain contact information that is required to be included on the notice due on October 31 to account for the removal of such notice by section two of the bill.
Section four of the bill would amend subdivisions a, a-1, a-2, a-3, a-4, a-5 and b of § 11-319 of the Administrative Code. The amendment to subdivision a of § 11-319 would provide that the real property tax component of a tax lien otherwise eligible to be sold pursuant to such subdivision may not, as of the effective date of the law, be sold on any real property designated as vacant land on the final assessment roll delivered most recently to the City Council pursuant to § 11-218 of the Administrative Code and the development of which an agency designated by the Mayor has determined is economically impracticable or infeasible due to the size, shape, applicable zoning, configuration or topography of such property. The amendment to subdivision a would also provide that the sewer rents component, sewer surcharges component or water rents component of a tax lien otherwise eligible to be sold may not be sold on any class two residential condominium that is receiving certain enumerated exemptions. 
The amendment to subdivision a-1 would provide that, on and after July 1, 2024, the City may sell a subsequent tax lien on any class one property that is not vacant land or any class two property that is a residential condominium or residential cooperative only when the real property tax component of such lien remains unpaid for three years and equals or exceed $5,000. Subdivision a-1 would also provide that, beginning July 1, 2024, a subsequent tax lien on any real property that is designated as vacant land and the development of which an agency designated by the Mayor has deemed impracticable may not be sold.
Subdivisions a-2 and a-3 are amended to exclude from the tax lien sale the water rents, sewer rents and sewer surcharges components of a tax lien on any class two residential condominium that is receiving certain enumerated exemptions. Subdivisions a-2 and a-3 are amended to exclude from the tax lien sale the water rents, sewer rents and sewer surcharges components of a tax lien on any vacant real property the development of which an agency designated by the Mayor has deemed impracticable.
Subdivisions a-4 and a-5 are amended to exclude from the tax lien sale the emergency repair charges or alternative enforcement expenses and fees component of a tax lien on any vacant real property the development of which an agency designated by the Mayor has deemed impracticable.
The amendment to subdivision b would authorize the Commissioner of Finance, on behalf of the City, to conduct a tax lien sale through and including December 31, 2028.
Section five would amend § 11-320 of the Administrative Code to add new subdivisions a-1 and a-2. New subdivision a-1 would require DOF, no less than 90 days preceding the date of a tax lien sale, to compile and transmit to the Department of Housing Preservation and Development (“HPD”) a list of properties that are multiple dwellings and classified as class two, have been included in the notice of sale required pursuant to subdivision a of such section at least two times in the preceding four notices of sale, and are subject to no less than one tax lien resulting from the nonpayment of taxes with a cumulative lien to value ratio of 15% or greater. With the exception of any property already subject to enhanced enforcement, HPD would be required to make best efforts to inspect each property on such list for violations of the Housing Maintenance Code prior to the date of the tax lien sale. During the course of such inspections, HPD would be required to provide information about HPD’s ABCs of Housing to all dwelling units in such property. The properties on the list transmitted to HPD pursuant to new subdivision a-1 would remain subject to enforcement as authorized by the Administrative Code. New subdivision a-1 would also require that, no later than 120 days after the date of sale, HPD submit a rental watchlist to the Speaker of the Council, providing various information about the properties that were inspected, including the borough, block, lot and address; the number of apartment units and owner of record for each property; a description of violations issued; information relating to the ratio of the sum of open hazardous and immediately hazardous Housing Maintenance Code violations; and whether each such property is subject to a vacate order. 
A new subdivision a-2 would require the Commissioner of Finance, no later than 90 days preceding the date of a tax lien sale, to submit a report to the Speaker of the Council relating to properties included in the notice of sale that are designated as vacant land on the final assessment roll delivered most recently to the City Council pursuant to § 11-218 of the Administrative Code. 
Section six would amend paragraph one of subdivision b of § 11- 320 to require that the notice of the Commissioner of Finance’s intent to sell the tax lien include the amount that, if paid, would render such a tax lien ineligible to be sold. Section six would also amend paragraph two of subdivision b of § 11-320 to replace the requirement that an exemption eligibility checklist be included in such notice with a requirement that such notice include information about the opportunity for an owner of certain real property to request removal of such lien pursuant to subdivision b of new § 11-412.3, information about the opportunity for an owner of certain property classified as class one to elect to subject such property to the summary foreclosure action set forth in new § 11-412.5, information about the installment agreements authorized by §§ 11-322 and 11-322.1, an indication that, upon request by an owner, DOF shall provide information regarding, and applications forms for, exemptions that would allow, if applicable, such a tax lien to be excluded from a tax lien sale and information about any organization with which the City has contracted to assist with required outreach to owners. 
Section six would also amend paragraph two of subdivision b to provide that an owner may submit, on any date, an application for the senior citizen homeowner exemption or the exemption for persons with disabilities, set forth in §§ 11-245.3 and 11-245.4, respectively, for purposes of excluding a tax lien from the tax lien sale. This amendment would require that DOF submit to the Council a list of all properties noticed for sale containing specific information about each property not later than 10, 30, 60 and 90 days prior to the date of sale of a tax lien.
Section seven would amend subdivision c-1 of § 11-320 of the Administrative Code to require that the Commissioner of Finance notify an owner of a property whose lien had been included in the notice of the tax lien sale when, prior to the date of sale, such lien has been removed from the lien sale pursuant to subdivision b of new § 11-412.3. Section seven would also amend subdivision j of § 11-320 to require that the Commissioner include information in outreach sessions about the opportunity for an owner of real property to request removal of a tax lien from the lien sale pursuant to subdivision b of § 11-412.3.
Section eight would amend § 11-320 of the Administrative Code by adding a new subdivision f-1 to require that any notice provided to a property owner, an owner’s designee, or another person with an interest in the real property, must also be available in any designated citywide language.
Section nine would amend § 11-320 of the Administrative Code by amending the reporting requirements in subdivisions g and i and the outreach requirements of subdivision j. Section nine would amend subdivision g regarding the required components of the report DOF is required to submit to the Council no later than 120 days after the date of sale. Specifically, DOF would be required to notify the Council of the following information: the sum of the tax liens noticed for sale, disaggregated by properties with liens for emergency repair charges or alternative enforcement expenses and fees and certain properties that are organized pursuant to Article XI of the Private Housing Finance Law; and the reasons for the removal of a tax lien from the sale. Section nine would amend subdivision i regarding the requirements for the quarterly report that DOF submits to the Speaker of the Council by directing DOF to provide additional information about the date that the tax liens were sold, whether any tax lien was transferred to another entity, dates upon which certain foreclosure events occurred, the amount collected by the purchaser from the property owners and the outstanding balance on the tax lien. Finally, section nine would amend subdivision j to provide that outreach sessions conducted by DOF include information about: the option for certain tax liens to be removed from the tax lien sale pursuant to subdivision b of section 11-412.3 and the summary foreclosure action option.
Section ten would amend § 11-320 of the Administrative Code by adding a new subdivision l to require that, commencing July 1, 2024, HPD make good faith efforts to conduct outreach to owners of a class one or class two property that is a residential condominium or cooperative with tax liens that are included in the notice of sale and to other parties who have registered with, or provided notice to, DOF in order to receive communications about such property. HPD would also be required to submit an annual report to the Council on these outreach efforts. 
Section eleven would amend the opening paragraph of subdivision b of § 11-322 to provide that when an owner submits either a signed complete, or a signed but incomplete, application for an installment agreement to DOF, the sale of the tax lien on the property will be cancelled, except that for incomplete applications, such lien may be included in a subsequent tax lien sale if a completed application is not submitted within 45 days of the request for additional information. DOF would be required to cancel the sale of such tax lien only once in any five-year period.
Sections twelve through twenty-two amend § 11-322.1 of the Administrative Code regarding hardship installment agreements authorized pursuant to such section.
· Sections thirteen, sixteen, and twenty would amend paragraph 3 of subdivision c of § 11-322.1, subparagraph (b) of paragraph 2 of subdivision h of such section, and paragraphs 1 and 6 of subdivision j of such section to modify the income eligibility threshold for installment agreements entered into or renewed pursuant to such section, to be equal to the applicable income standard established by paragraph (b) of subdivision 4 of section 425 of the Real Property Tax Law. 
· Sections fourteen and twenty-two would amend § 11-322.1 by adding new subdivisions f-1 and n-1, respectively, to set forth the eligibility criteria for entering into a deferral installment agreement and the requirements of such agreement. Specifically, to be eligible for such agreement, the assessed value of a property must be $250,000 or less and an applicant must demonstrate that their real-property tax burden exceeds 10% of the combined income of all the owners of such property, as calculated using a formula described in new subdivision f-1. An owner who enters into a deferral installment agreement, would agree to pay, on an annual basis, at least 10% of the combined income of all such owners or $1,500, whichever is greater. Similar to all the agreements authorized by this section, the taxes, assessments or other charges that are a lien on the property continue to accrue interest after the date of the installment agreement.
· Section seventeen would amend subdivision h of § 11-322.1 to authorize DOF to promulgate rules to allow owners to self-certify, for the purposes of the annual renewal of a hardship installment agreement, that the property continues to be their primary residence and that their income does not exceed a specified threshold. 
· Section eighteen would amend paragraph 2 of subdivision i of § 11-322.1 by providing that DOF is not required to withdraw a property from the tax lien sale whose owner has submitted a signed, but incomplete, application for a hardship installment agreement more than once in any five year period.
· Section nineteen would amend subdivision i of § 11-322.1 by adding a new paragraph 3 to clarify that a property that is subject to an installment agreement pursuant to § 11-322.1 may be sold only in accordance with the process set forth in paragraph 2 of subdivision k of this section. 
· Sections twelve, fifteen and twenty-one would amend subdivision b of § 11-322.1, paragraph 3 of subdivision g of such section, and paragraph 2 of subdivision k of such section, to make technical, conforming requirements.
Section twenty-three would amend § 11-332 by adding new subdivisions c and d to provide that for any tax lien sold after July 1, 2024, the holder of a tax lien certificate may not collect the 5% surcharge set forth in subdivision b of such section where the owner of the property subject to the tax lien submits documentation demonstrating that such owner meets certain requirements described in subdivision d of § 11-332, including requirements related to the satisfaction of such owner’s tax lien debt. These requirements could be satisfied, in relevant part, by making payments through an installment agreement. The eligibility requirements in subdivision d are similar to the requirements that make an owner of property eligible to request that a tax lien be removed from a tax lien sale pursuant to new § 11-412.3.
Section twenty-four would add four new sections — §§ 11-412.3, 11-412.4, 11-412.5 and 11-412.6 — to chapter 4 of title 11 of the Administrative Code to establish two tools to support the City’s ability to enforce the collection of real property taxes and to provide relief to vulnerable homeowners whose tax liens are at risk of being sold in a tax lien sale or whose tax liens have been sold but could avail themselves of an opportunity to have the liens foreclosed and remain living in their property.
· Subdivision a of § 11-412.3 would provide definitions for purposes of §§ 11-412.3 through 11-412.6 of the Administrative Code. Section 11-412.3 would further prohibit the sale of a tax lien or tax liens on any class one property, other than property held in the condominium or cooperatives form of ownership, or any dwelling unit in a condominium that would otherwise be eligible to be sold in the tax lien sale when the owner of such property or such dwelling unit requests that such tax lien be removed from such sale, provided specified conditions relating to primary residence of the owner and income thresholds of the household of such owner are satisfied. With limited exceptions, § 11-412.3 authorizes DOF to remove such tax lien no more than three times within a thirty-six month period from the date the tax lien was removed for the first time. The thirty-six month period would be tolled for the duration of time that a property is subject to an installment agreement that is not in default pursuant to § 11-322 or 11-322.1 or is otherwise subject to any exemption, credit or other benefit that operates to exclude the property from a tax lien sale. It also directs DOF to establish rules for the submission of a request that tax liens be removed from the tax lien sale and the appeal of a denial of a request that tax liens be removed from the tax lien sale.
· Section 11-412.4 would authorize the owner of a class one property (other than property held in the condominium or cooperative form of ownership) whose tax lien or tax liens have been sold in a tax lien sale to elect to subject such tax lien or tax liens to a summary foreclosure action, provided that certain criteria – including criteria relating to primary residence, income of the household of such owner and consultation with an attorney regarding such election – are met and that certain agreements are made. Specifically, § 11-412.4 would require that the owner of such property enter into an agreement with a “qualified preservation purchaser” (“QPP”) – defined as a housing development fund company pursuant to Article 11 of the Private Housing Finance Law (“PHFL”) – provided that upon the delivery of the deed conveying title to such property to the QPP, the QPP, in turn, would agree to lease such property to the owner for a period of 99 years and to enter into a regulatory agreement with HPD requiring that such property serve as affordable housing. 
· In addition, the QPP would be required to execute notes – notes in favor of the City and the New York City Water Board (the “City note”) and a note in favor of the tenant. The amount of the City note would be equivalent to the amount of the outstanding tax liens on such property prior to the date of the conveyance of title to the QPP, including the amount of any lien owed to the Water Board. The amount of the note in favor of the tenant would be equivalent to a formula set forth in the definition of the term “sales price equity.” However, if the provisions in the regulatory agreement requiring that such property serve as affordable housing have been invalidated, the amount of such note would be adjusted to be equivalent to a formula set forth in the definition of the term “synthetic equity.” Upon the tenant vacating the property, the QPP would be required to terminate the lease and pay the amount due on the note executed to the tenant. 
· Section 11-412.4 would also require that DOF provide notice to the owner of such property of the option to elect the summary foreclosure action within 30 days after the date of the lien sale, specifying the requirement to consult with an attorney prior to making such election, and providing information about the consequences of such summary foreclosure action and certain terms of the lease . Subject to appropriations, DOF would be required to make available the services of an attorney to an owner of a property who elects the summery foreclosure action option at no cost to such owner.
· Lastly, § 11-412.4 would require HPD to make efforts to select a QPP for at least 12 months from the date of the owner’s election to pursue a summary foreclosure action. During that 12-month period, a purchaser of the tax lien on the property would be prohibited from foreclosing on such tax lien. Once a QPP has been selected, the sale of a tax lien on the property will be deemed defective.
· Section 11-412.5 would establish the procedures and requirements for the voluntary summary foreclosure action, including that such action be commenced upon the preparation and filing in the office of the county clerk of the county in which the property is situated of a notice of summary foreclosure action. Such notice would be required to be published in specified locations for certain periods of time. Section 11-412.5 would allow an interested party, other than the owner, to object to and stay the summary foreclosure action and to redeem the property by paying all taxes and charges contained in the notice of summary foreclosure action. Section 11-412.5 would also provide for a final judgment awarding possession of any property not so redeemed or stayed, and execution by the Commissioner of Finance of a deed conveying full and complete title to the property to the QPP that agreed to lease such property to the former owner.
· Section 11-412.6 would provide that the Commissioner of Finance may, prior to final judgment, discontinue the summary foreclosure action in certain circumstances, and sets forth the requirements and procedures for effectuating such a discontinuance. 
Section twenty-five would amend § 11-416 of the Administrative Code, relating to the mailing of tax bills and other notices to owners of real property, and § 11-417 of such Code, relating to the mailing of notices to other interested persons, to align the language of such sections with contemporary practice. 
Section twenty-six would add an unconsolidated provision that directs the Mayor and the Council to establish a temporary 10-member task force to evaluate and provide recommendations regarding whether the City’s collection of delinquent real property taxes and other charges could be conducted fairly and effectively without the sale of tax liens to a trust created by the City or in which the City has an ownership or residual interest, among other subjects of inquiry. 
Section twenty-seven would add an unconsolidated provision that directs DOF to publish various documents written by each trust that is created by the City for the purposes of a negotiated sale.
Section twenty-eight sets forth the effective date. 
REASONS FOR SUPPORT:
This bill is necessary to support the enforcement of the collection of real property taxes in the City of New York— the single largest source of City revenues. It does so by striking a careful balance between protecting the local property tax base and protecting the most vulnerable homeowners by creating new pathways for such owners to resolve the tax delinquency on their property. 
The fiscal year 2024 property tax levy is $35 billion dollars. This bill is necessary to ensure this critical revenue stream to fund City services. From fiscal years 2012 to 2018, when the City conducted annual enforcement actions, the City’s uncollected property taxes remained consistent at around $300 million dollars per year. However, in the following five-year period from fiscal years 2019 through 2023, authorization for the full set of property tax enforcement tools was generally not available. During that time period, the amount of uncollected property taxes increased by around $370 million. Further erosion to the property tax base is likely if such enforcement authority is not restored. However, this restoration must be accompanied by stronger homeowner protections. 
The homeowner protections contemplated in this bill are varied and extensive. 
First, the request for removal from the lien sale option allows owners of certain class one properties and owners of dwelling units in a condominium to request that the DOF remove the tax liens on their homes from the tax lien sale up to three times. By creating this removal option and prohibiting the sale of subsequent tax liens on class one property that do not independently meet the statutory criteria for the tax lien sale, this bill would ensure that owners of such property and dwelling units at risk of having their tax liens sold have ample time and opportunity to avoid inclusion in a lien sale while they work to resolve their outstanding tax delinquencies. 
Second, for owners of class one property that is not held in the condominium or cooperative form of ownership and that is in the most severe financial distress, this bill would create a new lifeline for homeowners to extinguish their existing debt and partner with a QPP – a housing development fund company (“HDFC”), including a community land trust that has incorporated as an HDFC – to ensure that they can continue living in their homes for the long term and pass on their leasehold interest in the property to their heirs. While title to the property would be conveyed to the QPP as a result of the summary foreclosure action, the bill requires that the QPP provide the former homeowner with a long-term lease to the property. The choice to partner with a QPP is purely voluntary. 
In addition to requiring that the QPP provide the former homeowner with a long-term lease, the bill also requires that the QPP provide the former homeowner or current tenant with a mechanism by which she can recoup any equity she had in such property. Accordingly, the bill requires the QPP, upon written direction by the tenant and after such tenant has vacated the property, to terminate the lease of such tenant and pay the amount due on the note executed in favor of the tenant. The amount due will be an amount equal to the “sales price equity” unless the affordability restrictions on such property have been voided. The “sales price equity” is an amount derived by subtracting the repair liens on the property, City note, administrative costs, and any other outstanding liens, charges or fees due to the QPP from the price for which the property is sold or could be sold, in accordance with the terms of the regulatory agreement. 
This formula will allow a tenant to capture appreciation, if any, in the value of a property that had been the subject of a summary foreclosure action. In the event that restrictions contained in the regulatory agreement requiring operation of the property as affordable housing are voided, the bill requires that the amount of such note be adjusted to reflect the “synthetic equity.” This amount is derived by subtracting the sum of the repair liens on the property, the City note, costs, and any other outstanding liens, charges or fees due to the QPP from the market value of the property, as reflected on the tax assessment rolls at the time the property is conveyed to the QPP. The requirement that the QPP pay the amount due on the note executed in favor of the tenant — whether the “sales price equity” or the “synthetic equity”— ensures that there is a mechanism for the recoupment of equity by the former homeowner. The delineation of the components of the costs that are subtracted from the price for which the property is, or could be, sold, as applicable, in the definition of “sales price equity” and “synthetic equity,” demonstrates that the components of the costs are distinct. 
The option for a summary foreclosure action would work in tandem with the option to have DOF remove the tax lien on an owner’s property from the tax lien sale up to three times, such that a tax lien could not be sold where an owner has exercised their option to request removal from the tax lien sale; and if an owner has exhausted that option and the tax lien is sold, such owner can still retain possession of and equity in their property by electing to partner with a QPP as part of a summary foreclosure action, provided the owner makes such election within six months of the sale.
This bill promotes the provision of valuable information about these new tools to homeowners. Furthermore, this bill requires that the homeowners who elect to partner with a QPP will have conferred with an attorney about this election to ensure that an owner making this election is doing so having considered all the consequences it implicates. 
Finally, by increasing the property tax and interest deferral (“PT AID”) payment plan income threshold and fixing the threshold at the same level as the enhanced STAR program eligibility threshold, this bill will expand opportunities for homeowners, including those who are elderly or who are experiencing hardship, to obtain manageable installment agreements to pay their existing tax liability. This bill also expands the PT AID Program to allow certain owner-occupied properties to defer annual property tax beyond 10% of the cumulative sum of owners’ annual incomes until the future, subject to certain minimum payment requirements, allowing these owners greater flexibility in managing their expenses.
These rigorous reforms are the product of a deliberate partnership between the Council and the Administration, informed by community advocates, allowing the City to ensure fair and responsible tax enforcement and provide robust protections for those unable to meet their obligations. 
Accordingly, the Mayor urges the earliest possible favorable consideration of this legislation.
Respectfully submitted,
								Connor Martinez
								Legislative Representative
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