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	THE COUNCIL OF THE CITY OF NEW YORK
FINANCE DIVISION
LATONIA MCKINNEY, DIRECTOR
FISCAL IMPACT STATEMENT
PROPOSED INTRO. 2166-B
COMMITTEE: Finance 

	TITLE: A Local Law to amend the administrative code of the city of New York in relation to the sale of tax liens 
	SPONSOR(S): Council Member Adams (by  request of the Mayor)


SUMMARY OF LEGISLATION: Proposed Int. 2166-b would extend the City’s authority to sell certain tax liens for one year past the date of enactment of the local law while making the following series of reforms to the lien sale process and other administrative changes:
 
Reforms to the Lien Sale Process
1. Raise the Eligibility Threshold for Residential Properties: The Class 1 and residential condo and cooperative threshold for triggering inclusion in the lien sale due to property tax debt would be raised to $5,000 from the current $1,000 level. For 2- and 3-family homes, the eligibility threshold for water debt would be increased to $3,000 from the current $2,000 level.
2. Protect COVID-Impacted Homeowners: Property owners who own ten or fewer dwelling units, one of which must be their primary residence, will be exempted from any lien sale in 2021 if they submit a hardship declaration to the Department of Finance stating that they have a financial hardship due to COVID-19.
3. Mandate Outreach Events: The Administration would be required to hold an outreach event in each of the ten Council districts with the highest number of liens on the 90-day notice, as well as a second outreach event in the top five districts. Further, the at-risk notice required to be sent to delinquent properties in October would now be required to include information on how owners can sign up for electronic notification of outreach events.
4. Protect Victims of Deed Fraud: Property subject to an investigation or litigation regarding an allegation of deed theft or fraud would be exempted from the lien sale pending the outcome of such action.
Changes to the Treatment of Delinquent Charges
5. Lower Interest Rate for Medium-Sized Properties: Currently, all properties with an assessed value of $250,000 or more are charged the same interest rate on delinquent charges. In Fiscal 2021, this rate is set at 18 percent. This bill would create a new interest rate tier for properties with assessments greater than $250,000 but less than $450,000, with such rate set annually by the Council. The default interest rate for these properties if the Council does not set a rate would be 13 percent.
6. Expand Property Tax Deferral Program (PTAID): The Department of Finance’s property tax deferral program is currently available to homeowners with incomes below $58,400. This threshold would be raised to $86,400.

Studies for Further Reforms
7. Municipal Charges Collection Task Force: A temporary task force would be established to ensure that the City’s collection of delinquent municipal charges is fair, effective, and efficient and to study the feasibility of transferring properties with delinquent property taxes, sewer and water rents subject to a lien to community land trusts, land banks, mutual housing associations or other similar entities. The task force would be comprised of 12 appointees by the Mayor and Speaker, including at least two appointees from not-for-profit organizations.
Additionally, as part of an agreement on this legislation, the City has agreed to fund $1 million over Fiscal 2021 and 2022 to not-for-profit organizations to assist with the outreach and engagement of tax delinquent property owners. However, as this funding is not part of the legislation, it is not included in the fiscal impact statement calculations below.
EFFECTIVE DATE: This local law would take effect immediately and is retroactive to January 1, 2021.
FISCAL YEAR IN WHICH FULL FISCAL IMPACT ANTICIPATED: Fiscal 2022
FISCAL IMPACT STATEMENT:
	

	
Effective FY21

	FY Succeeding
Effective FY22
	Full Fiscal Impact FY22

	Revenues
	$0
	$(61,600,000)
	$(61,600,000)

	Expenditures
	$0 
	$0 
	$0 

	Net
	$0
	$(61,600,000)
	$(61,600,000)



IMPACT ON REVENUES: The most recent financial plan released by the City on January 14, 2021 assumes that there will be no lien sale in Fiscal 2021, but there will be one in Fiscal 2022. Three provisions of the legislation as detailed below, could impact the timing of revenue collections associated with that lien sale. However, none of the provisions would reduce the amount of revenue owed to the City and the City would continue to retain the legal right to collect such amounts. Therefore, any reductions in revenues estimated in this fiscal impact statement would be expected to recouped in future years, plus additional interest, though the timing would be dependent on the Administration's enforcement and outreach efforts.
First, by increasing the eligibility threshold for property tax and water charges to trigger the inclusion of a property in the lien sale would reduce revenues by $10.6 million in Fiscal 2022. The City estimates that the Fiscal 2022 lien sale pool will be reduced by 2,100 properties with about $38 million in liens. However, Council analysis of prior lien sales finds that about 46 percent of liens are removed from the list prior to the sale due exemption enrollment, payment plan agreements, or administrative removals.  About 38 percent of the liens are be paid during the 90-day notice period, either in full, or enough to disqualify the property from the lien sale, but it is assumed that  roughly half of these amounts can still be collected by continued outreach and engagement, as demonstrated by the success of the 2020 lien sale outreach efforts. This means that about 19 percent, or $7.2 million would be deferred by this higher threshold. The remaining 16 percent of liens by value can be expected to be sold which would result in $6.1 million less in liens sold. However the City only collects a fraction (roughly 56 percent) of the value of the lien from the sale, so the fiscal impact of not selling these liens is only $3.4 million. This combined with the $7.2 million lost from outreach efforts results in the $10.6 million revenue loss from increasing the threshold.
Second, it is estimated that there would be $50 million in foregone Fiscal 2022 revenue as a result of excluding properties that apply for the COVID-19 exemption. The City estimates that the lien pool of 1-to-10-unit residential properties (a rough proxy for the property types eligible for the COVID-19 protection) totals roughly $280 million on the 90-day notice. However, not all of these properties are owner-occupied, and not all owner-occupied homes are COVID-19 impacted, therefore Council Finance estimates that approximately $107 million of the at-risk pool would be enroll in the COVID-19 exemption. However, the assumptions described in the prior paragraph apply to this estimate. Therefore, adjusting the figure to reflect that 46 percent of the lien value would not have been collected anyways, and the 16 percent of value sold would only generate a fraction of the value brings the fiscal impact of removing that $107 million in liens this fiscal year to only $50 million. 
Third, increasing the income threshold for the PTAID to $86,400 would expand the number of households eligible for program from approximately 270,000 to approximately 420,000 households. While this represents about a 54 percent increase in the eligible pool, lack of data on how many newly eligible property owners would enroll, coupled with the relative newness of the program, make it difficult to estimate any fiscal impact. Currently, 187 properties are enrolled in the PTAID program. However, beyond the accrual of added interest, this program does not reduce the revenue owed to, and ultimately collected by the City. Rather it merely shifts the timing of those collections. OMB assumes that roughly $1 million in taxes will be deferred annually by this expansion.
It should be noted that the bill also creates a new interest rate tier for the late payment of property taxes with an interest rate to be set by the Council each year. Because the Council has not yet set a rate for Fiscal 2022, it is not possible to estimate a fiscal impact at this time. 
IMPACT ON EXPENDITURES: It is estimated that there would be no impact on expenditures resulting from the enactment of this legislation as the City possesses adequate existing resources to implement the reporting, outreach, and task force measures outlined in the bill. Though as noted above, outside this legislation, the City has agreed to fund not-for-profit organizations to assist with outreach and engagement with a $1 million discretionary funding allocation spread between Fiscal 2021 and 2022.  
SOURCE OF FUNDS TO COVER ESTIMATED COSTS: General Fund
SOURCE OF INFORMATION: 	New York City Council Finance Division

ESTIMATE PREPARED BY: 	Emre Edev, Assistant Director - Andrew Wilber, Economist - Nashia Roman, Economist	
ESTIMATE REVIEWED BY:         Rebecca Chasan, Senior Counsel
Raymond Majewski, Deputy Director/Chief Economist
		
LEGISLATIVE HISTORY: This legislation was heard by the Committee on Finance as a Preconsidered Int. on December 9, 2020. It was introduced as Int. 2166 on December 10, 2020 and referred to the Committee on Finance. The legislation was subsequently amended twice and the most recently amended version, Proposed Int. 2166-B, will be considered by the Committee on Finance on January 28, 2021. Upon successful vote by the Committee, Proposed Int. 2166-B will be submitted to the full Council for a vote on January 28, 2021.   
DATE PREPARED: January 27, 2021
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