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PRECONSIDERED INT. NO. 654:
  By Council Member Weprin (By request of the Mayor)

TITLE: 
A Local Law to amend the New York City Charter and the administrative code of the city of New York, in relation to the payment of real property taxes and related charges.

ADMINISTRATIVE CODE:
Amends Charter §1519; adds a new Charter §1519-a; amends administrative code sections 11-123, 11-128, 11-224, 11-312, 11-313, 11-409, 16-131.3, 17-151, 24-317, 24-605, 26-128, 27-4029.1 adds new administrative code sections 11-302.1 and 11-224.1.
Today the Finance Committee will consider Preconsidered Int. No. , a proposed local law that would change the method of payment of property taxes in installments, the manner in which discounts are provided for early payments of property taxes, and the manner in which interest is charged for late payments of property taxes, water rents and sewer charges and other property-related charges.

CURRENT LAW

Installments of real estate taxes

Section 1519 of the New York City Charter (the Charter) sets out the number of installments in which real estate taxes are to be paid as well as the due dates for those installments.  In addition, Charter §1519 sets out the conditions under which a taxpayer who pays an installment early may get a discount on the property taxes due and provides a mechanism by which the Council sets this discount rate.

Currently, real property taxes on class one and class two properties with an assessed valuation of $80,000 or less (and in the case of cooperative apartments those in buildings where the average assessed valuation of units is $80,000 or less) and real property taxes on class three and class four properties with an assessed valuation of $40,000 or less are payable in equal quarterly installments with the installments due on the following dates:  July 1st, October 1st, January 1st and April 1st.  

Real property taxes on all other properties – class one and class two properties with assessed valuations of over $80,000 and class three and class four with assessed valuations of over $40,000 are due in equal semi-annual installments on July 1st and January 1st. 

Grace Periods for Payment of Real Estate Tax Installments

Charter §1519 and Administrative Code §11-224, provide for a 15 day grace period on the above due dates for class one and class two properties with assessed valuations of $80,000 or less and for class three and class four properties of assessed valuations of $40,000 or less, provided that the real estate taxes for these properties are not paid by mortgage escrow agents.  For all other properties (and all properties where the taxes are held in escrow and paid by a mortgage escrow agent), there is no grace period and the taxes are due on the due date.

Discount on Early Payment of Real Estate Taxes 

Charter §1519(3) provides that class one and class two properties with assessed valuations of $80,000 or less and class three and class four properties with assessed valuations of $40,000 or less where the real estate taxes for are not held in escrow and paid by mortgage escrow agents, are allowed a discount on any installment of taxes paid prior to twenty-five days before the first installment is due and a discount is offered for an installment paid at least fifteen days prior to its due date, provided all prior installments are paid as of the payment date.  Charter §1519(4) provides that all other properties – class one and class two properties with assessed valuations of over $80,000, class three and class four properties with assessed valuations of over $40,000 and all properties the taxes of which are paid by mortgage escrow agents – are allowed a discount on any installment paid at least 30 days prior to the due date.

Charter §1519 provides that the Council fix a discount rate for installments paid early.  This section requires the Banking Commission to transmit to the City Council, not later than the fifteenth day of May in each year, a written recommendation of the proposed discount rate for the ensuing fiscal year, in regard to the prepayment of real estate taxes.  The City Council may adopt a discount rate for such ensuing fiscal year on the fifth day of June preceding such ensuing fiscal year or at any time thereafter. For many years, the discount rate recommended by the banking Commission and adopted by the Council has been an annualized rate of 2 percent.  According to the Department of Finance, because this is an annualized rate, if a semi-annual taxpayer makes an installment payment 30 days early, that taxpayer would be entitled to a discount equal to approximately one-twelfth of 2 percent on the amount of the installment. However, if the taxpayer chooses to pay the second half installment, due January 1st, prior to the July 1st due date, that taxpayer would be entitled to a discount equal to one-half of 2 percent (i.e. 1%) on the second half of the tax bill. 

Interest on Late Payment of Real Estate Taxes  


Administrative Code §11-224 contains the provisions for assessing interest on late payments of taxes.  As stated in the description of the grace periods above, a payment is considered late, and therefore interest begins to be charged, after the 15 day grace period for those properties where the taxes are not paid by a mortgage escrow agent and that are either class one and class two properties with assessed valuations of $80,000 or less or class three and class four properties with assessed valuations of $40,000 or less.  For all other properties, interest begins being charged if an installment is not paid by the due date.


In general, unlike for purposes of installments and grace periods where properties are divided on the basis of their assessed valuation, the manner in which interest is charged for late payment of taxes is based upon the size of a property’s tax bill.  Currently, Administrative Code §11-224(f) sets the default interest rate for late payments  at 7 percent per annum for properties where the annual tax is $2750 or less and at a rate of 15 percent where the annual tax is greater than $2750, or, where irrespective of the annual tax, if the property is vacant or unimproved land.  However, these default rates are only applicable if the Council does not set late payment interest rates for a given fiscal year.  Subdivisions (g) and (l) of §11-224 provide that no later than May 25th of each year, the Banking Commission is to submit recommendations to the Council for the interest rates to be charged for late payments of real estate taxes.  For parcels where the annual taxes are greater than $2750, or where irrespective of the tax, if the property is vacant or unimproved land, or if less than $2750 but the taxes are paid by a mortgage escrow agent, the recommended rate is to be at least 6 percent above the prime rate.  For properties where the annual taxes are $2750 or less and the taxes are not paid by a mortgage escrow agent, the recommended rate is to be at least prime.  The Council may adopt interest rates by resolution.  For at least the last several years, the Council has adopted a 9 percent interest rate for properties where the annual tax is $2750 or less (and paid directly to DOF), and 18 percent interest rates for properties consisting of vacant or unimproved land, where the annual taxes are greater than $2750, or where the taxes are held in escrow and paid by a mortgage escrow agent.

Interest Rates on Late Payments of Water Rents and Sewer Charges


Administrative Code §11-312 contains provisions for the imposition of interest charges on late payments of water rents.  These charges are for water supply, annual service charges relating to water supply, water meters and their connection, setting, repair and maintenance.  Administrative Code §11-313 similarly provides for the imposition of interest charges on late or nonpayment of sewer rents (charges for use of the sewer system). Currently the default interest rates contained in both these Administrative Code sections for late payment of these charges is 15 percent.  In addition, §§11-312 and 11-313 provide that as with late real estate payments, the Council may adopt, by resolution, interest rates to be charged for nonpayment of water rents and sewer rents pursuant to §11-224 of the Code (the section containing the provisions for interest on late payments of property taxes).  Sections 11-312 and 11-313 require the Banking Commission to transmit recommendations to the Council no later than May 25th of each year for the interest rates to be charged for nonpayment of water and sewer rents.  For many years the Banking Commission has recommended, and the Council has by resolution set, annual interest rates for the non-payment of water rents and sewer rents at 18 percent for properties where the annual real estate tax is more than $2,750, for parcels where the real estate taxes are held in escrow and paid by a mortgage escrow agent, or where the parcel consists of vacant or unimproved land; and at a rate of 9 percent for all other parcels where the annual tax is not more than $2750.

Interest Rate on Late Payment on Work Orders of DHMH/Board of Health  


Administrative Code Section 17-151 contains provisions making the expenses incurred by the Department of Health and Mental Hygiene (DHMH) in connection with executing work orders issued by it or the Board of Health, into liens upon the premises on which the work was done.  In other words, if DHMH or the Board of Health issues an order to remedy a condition on a property and incurs expenses to do the work for the owner, those expenses would become a lien on the property, and the charge for those expenses, if not paid when due, would begin incurring interest.  The default rate of interest set forth in Administrative Code §17-151(d) is 15 percent.  However, §17-151(d) allows the Council to adopt, by resolution, an interest rate to be charged for nonpayment of such charges.  The provisions provide that the Banking Commission, not later than May 25th of each year, submit a written recommendation to the Council which recommendation must be at least 6 percent greater than the prime rate.  For the last many years, the interest rate recommendation submitted by the Banking Commission and adopted by the Council for late payment for charges relating to work orders of DHMH has been 18 percent.

Interest for Late Payment on Other Property Related Charges

The Administrative Code contains provisions for the charging of interest on late payments for other charges for work or fees relating to real property that are billed by the Department of Finance.  For some of these charges, such as those relating to removal of a public nuisance by the Department of Sanitation (§16-131.3), the Administrative Code provides that the interest charged is to be at the same rate as that for late payment of property taxes.    For other charges, such as those relating to the repair of pipes by the Department of Environmental protection (§24-317), a single interest rate is set forth in the provisions, without regard to the size of the property taxes or value of the property to which the charges relate.  

PRECONSIDERED INT. NO. 

The proposed local law updates provisions relating to the payment of property taxes, interest on late payments, discounts for early payments, and links the interest rate charged on certain delinquent property-related charges to the interest charged on delinquent property taxes. 

Most significantly, where different interest rates are set depending on the property’s values, all taxpayers with an assessed value of $80,000 or less, including cooperative apartment buildings with an average assessed value of $80,000 or less per unit, would be charged the lower interest rate for delinquent property taxes, water and sewer charges, and additional property-related charges. 

This proposed local law also changes the method by which taxpayers qualify for a discount on early payment from an annualized rate to a set percentage discount, which would be easier for taxpayers to understand. 

Quarterly v. Semi Annual Taxpayers 

The proposed local law would add a new provision, Charter §1519-a, to simplify the classification that determines whether taxes are payable on a quarterly or semi-annual basis. In fiscal years commencing on or after July 1st, 2005, for all properties with an assessed value of $80,000 or less, property taxes would be payable in quarterly installments (due on or before July 1st, October 1st, January 1st, and April 1st). The $80,000 assessed value threshold for quarterly payments would also apply to property owners of cooperatives as long as the average assessed value is less than $80,000 per individual cooperative unit. Quarterly taxpayers would still be accorded a grace period and continue to have an additional 15 days after the payment due date to pay without incurring interest (15 day grace period). 

For all properties with an assessed value of over $80,000 property taxes would be due semi-annually, (on or before July 1st and January 1st). In contrast to quarterly taxpayers, semi-annual taxpayers would not be provided a grace period. As in current law, tax installments are due and must be paid on or before July 1st and January 1st. 

Discount for Early Payment

 For taxpayers who choose to pay their property taxes early, the proposed local law would change the manner in which the discount for early payment is calculated. Under the new provisions of Charter § 1519-a, the discount percentage and discount due date would continue to be determined by payment status (i.e. quarterly and semiannually). For quarterly taxpayers, a discount is available for tax installments paid on or before July 1st, on or before October 15th, and on or before January 15th. The Department of Finance would apply either the full rate or a percentage of the full rate, depending on the date that the early payment is made. 

As stated earlier, under current law, the availability of a discount is based upon an annualized rate calculated on the number of days of early payment of the portion of the bill which is paid early. Under the proposed law, the discount would now be calculated as a set percentage of the amount of the property tax bill qualifying for the discount, which includes not only the installments paid early but also installments paid on time, rather than an annualized rate. 

In order to receive a discount for the entire tax bill, both semi-annual and quarterly taxpayers would have to pay the entire tax bill prior to the date the July 1st installment could be paid without interest. This is the only discount available to semi-annual taxpayers under the proposed local law. Taxpayers who pay semi-annually would no longer be eligible for a 30-day discount on the second half of the tax bill due on January 1st, even if paid by December 1st. 

For quarterly taxpayers, the discount would be calculated at a rate of two-thirds of the annual discount rate, if the last 3 quarters are paid in full on or before October 15th and a discount equal to one-third of the annual discount rate if the last two quarters (January and April) are paid in full on or before January 15th.  A tax installment paid after the January 15th due date is not eligible for a discount.

In addition to the discount for early payments made by semi-annual and quarterly taxpayers (“Early Payment Discount”), the proposed law codifies two additional discounts. The first would allow the Commissioner to provide a discount for payments made, but not required by law to be made, by electronic funds transfer; provided, however, that the discount is no more than two times the Early Payment Discount.
 The second would allow the Commissioner to provide a discount, at a percentage no more than two times the Early Payment Discount, to taxpayers with an annual liability over $1 million for payments made by a date earlier than required by law, where the Commissioner determines “by rule that it would be in the best interests of the city to provide an incentive for such payment.” 

Discount Rate

 The Banking Commission would continue to recommend, and the Council could continue to adopt a discount rate by resolution on June 5th or anytime thereafter.  The proposed local law would also codify a discount default rate of 1½ % in case the Council does not adopt a discount percentage prior to the time statements of account are prepared. The Department of Finance would apply the full discount rate to a tax bill paid in its entirety, on or before the due date of the first installment including any grace period; and in the case of a quarterly taxpayer a percentage of the full discount rate, depending on how many installments are paid early.

Interest Rates on Late Payment of Property Taxes

  Under the proposed law (assuming two different rates are set), all properties with an assessed valuation of $80,000 or less, including cooperative apartments with an average assessed value of $80,000 or less per unit, would be charged the lower interest rate for delinquent property taxes that become or remain due and payable on or after July 1st, 2005. For those properties with an assessed value of $80,000 or less, the Banking Commission would continue to recommend, and the Council could continue to adopt by resolution, the interest rate, at least equal to the prime rate. 

For properties with an assessed value of more than $80,000, the higher interest rate would apply and the Banking Commission would continue to recommend, and the Council could continue to adopt by resolution, an interest rate at least equal to 6 percent above the prime rate.   If Council does not adopt the rates by resolution, the current default rates of 7% and 15% would continue to apply. However, the 7% rate would apply to properties with an assessed valuation of $80,000 or less and the 15% rate would apply to properties with an assessed valuation above $80,000. 

The proposed law would no longer differentiate between escrowed and non-escrowed properties. Regardless of who pays, the interest rate charged on delinquent taxes would be based on the assessed value of the property. Any interest that would begin to accrue on delinquent property would continue to be compounded daily (identical to current law).    

Electronic Funds Transfer

 The proposed local law would amend § 11-128 to require payments made by electronic funds transfer (EFT) to conform to dates that are considered timely outlined in the new Charter § 1519-a. This proposal would ensure that EFT payments for properties with an assessed value of $80,000 or less will be considered timely if made within 15 days of the statutory due date. 

Erroneous Charge Provision
Section 7 of the local law adds a new Administrative Code Section, § 11-302.1, to aid those taxpayers in situations where a payment was incorrectly misapplied to their account and later corrected resulting in an outstanding balance. In such cases, the Department of Finance would be prohibited from charging interest prior to sending notice to the taxpayer and correcting the error. This provision would not apply in cases where payment, made electronically, by check, or by other means, was dishonored; nor would it apply if error was made as a result of fraud or other criminal conduct.     

Water Rents and Sewer Rents/ DHMH 

Water Rents and Sewer Rents: As stated above, for interest charged on late payment of water and sewer rents, current law requires the Banking Commission to recommend a proposed interest rate at least 6 percent above prime for delinquent water and sewer rents on parcels on which the annual property tax is greater than $2,750, where the parcel consists of vacant or unimproved land, or where the real estate taxes are held in escrow and paid to the Commissioner of Finance by a mortgage escrow agent. For all other parcels, current law requires the Commission to propose a rate at least equal to prime. The Council then sets the rates by resolution.  

Under the proposed local law, for delinquent water rents and sewer rents, the Banking Commission would continue to recommend an interest rate and the Council by resolution would set these rates for non-payment of water and sewer rents due on or after July 1, 2005 pursuant to the provisions of section 11-224.1.  Thus, these rates would be tied to the provisions for late property tax payments so that (assuming two rates are set), a taxpayer with a delinquent water charge on property with an assessed valuation of $80,000 or less would be charged the lower rate. 

Department of Health and Mental Hygiene (DHMH):  The proposed local law would set the interest rate for late payment of charges for work done pursuant to work orders by DHMH at the same rates applicable to the property in the case of delinquent real property taxes.  A separate recommendation by the Banking Commission and resolution by the Council would no longer be required.  Instead of the single rate currently provided under the Administrative Code, these rates would be tied to the provisions for late property tax payments so that (assuming two rates are set), a taxpayer with a delinquent charge on property with an assessed valuation of $80,000 or less would be charged the lower rate. 

Interest for Late Payment on Other Property Related Charges


The table below shows the current interest rate for late payment of charges on other property-related charges affected by the proposed legislation.  In all cases, the proposed legislation would link the interest rate charged for these charges to the interest rates for late payment of real property taxes relating to such property.  Thus, where the property has an assessed valuation of $80,000 or less, the interest rate for the other property related charges would be the rate set by the Council for late payment of real estate taxes for properties with assessed valuations of $80,000 or less (and similarly for properties with assessed valuations of over $80,000).

	Administrative Code Provision
	Charge
	Current Method of Setting Interest Rate
	Proposed Method of Setting Interest Rate

	16-131.3
	Abatement of Nuisance by Sanitation Dept.
	Linked by law to rates set for late payment of real estate taxes
	Link by law to rates set for late payment of real estate taxes

	22-121
	Maintaining drift and debris free harbors
	Linked by law to rates set for late payment of real estate taxes
	Link by law to rates set for late payment of real estate taxes

	24-317
	Repair of leaking tap or service pipes by Department of Environmental Protection
	Set in law at 15 percent per annum
	Link by law to rates set for late payment of real estate taxes

	24-605
	Emergency Response Costs involving release or threatened release of hazardous substance 
	Linked by law to rates set for late payment of real estate taxes
	Link by law to rates set for late payment of real estate taxes

	26-128
	Buildings Department  inspection, reinspection, examination, service or permit fees
	Set in law at 15 percent per annum
	Link by law to rates set for late payment of real estate taxes

	27-4029.1
	Fire inspection and permit fees
	Set in law at 15 percent per annum
	Link by law to rates set for late payment of real estate taxes


�











� Under current law, Administrative Code § 11-128 requires that taxpayers with an annual tax liability of $300,000 or more pay real property taxes by electronic funds transfer. 
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