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FY2020 Late Payment Interest Rates and Early Payment Discount Rate Recommendations 

 
Executive Summary  
 
All Property tax bills have a payment due date. If payment is not received or postmarked by the payment due 
date, (or if applicable, the grace period due date), payment is considered late. The City of New York (“NYC”, 
“City”) is required to charge interest on the amount of tax that is late, a delinquency rate as of FY2019 of 18.0% 
for properties with assessed values >$250K and 7.0% for properties with assessed values <$250K. Furthermore, 
property owners can pre-pay their property tax bills and receive a discount of 50 basis points (“bps”) (0.50%), as 
of FY2019. 
 
Each May, the NYC Banking Commission (“Banking Commission”) recommends for the forthcoming fiscal year the 
discount rate for the early payment of NYC property taxes.  In addition, it recommends the penalty rate for the 
late payment of NYC property taxes. 
 

 Historical Rates
1
 

 

Discount Rates:  
From FY2009 to FY2019, the Banking Commission recommended, and the City Council accepted, the following 
discount rates for property taxes paid early:   
 

 From FY2009 to FY2011, the discount rate was 1.50%; 

 Beginning in FY2012 through FY2015, the rate was decreased to 1.0%; and 

 In FY2016 it was further decreased to 50 bps (0.50%), in which the rate remained unchanged for FY18 and FY19.   
 

Interest Penalty Rates:  
From FY1991 to FY2019, the Banking Commission recommended, and the City Council accepted, penalty rates of 
18.0% for properties with assessed values >$250K.  From FY1991 to FY2016, the Banking Commission also 
recommended a 9.0% rate for properties with assessed values <$250K, and the City Council accepted. For FY2017, 
the Banking Commission recommended lowering the rate to 7.5% from 9.0%. However, the City Council rejected 
the 7.5% and adopted a lower rate of 6.0%.  
 

Last year, for FY2019, the Banking Commission recommended to maintain an 18.0% delinquency rate for 
properties with assessed values >$250K and an increase from 6.0% to 7.0% delinquency rate for properties with 
assessed values <$250K, which the City Council adopted.  This was based on the 100 basis point increase in the 
Federal Funds rate since 2016. The City Council adopted both recommendations.  
 

FY2020 Recommendations for Discount Rate 
 

For FY2020, the Banking Commission recommends retaining a discount rate of 50 bps (0.50%) for the early 
payment of property taxes, unchanged from FY2019, which, given the current interest rate environment, will 
increase revenue for the City by net income of $18 Million earned on the early property tax payments cash flow 
after considering the effect of loss of tax revenue. 
 

 Discount Rate Recommendations: 50 bps (0.50%)-  (no change)  
 

The Banking Commission considered NYC’s current liquidity and cash flows, prevailing interest rates, the impact 
on the number of taxpayers who paid their taxes early, the discount rates offered by other municipalities, and 
estimated savings from processing fewer property tax payments resulting from a discount.  
 
The City Council has set a formula-based default rate should it not adopt a discount percentage prior to June 5, 
2019. The default rate is calculated as the annualized interest rate on six-month U.S. Treasury bills plus seventy-
five basis points (0.75%), the sum of which is divided by four (4) for the last business day of April preceding the 
ensuing fiscal year.  The City Council default rate for FY2020 as of April 25, 2019 is 0.79%, deviating  by 0.29% 
above the Banking Commission’s FY2020 recommended rate of 50 bps (0.50%).2 If this City Council default rate 
was to be applied, the city would earn $12.2 Million, a reduction of ($5.8 Million) in net income.   
 

FY2020 Recommendations for Penalty Rate for Late Payments on Property Taxes: 
 

For FY2020, the Banking Commission recommends an 18.0% delinquency rate for properties with assessed values 
>$250K and a 7.0% delinquency rate for properties with assessed values <$250K. 

                                                            
1 Water and Sewer: The New York City Law Department has determined that New York State law (Public Authorities Law § 1045-j (5)), preempts the Administrative 
Code provisions (sections 11-312 (c) and 11-313 (e)) that require the Banking Commission to transmit recommendations to the City Council of proposed interest rates 
to be charged for nonpayment of water and sewer rents.  Section 1045-j (5) states that “[water and sewer] fees, rates, rents or other charges, if not paid when 
due…shall bear interest at the same rate as would unpaid [real property] taxes of the city”.  Consequently, it is the view of the Law Department that the Banking 
Commission should not transmit recommendations to the City Council regarding proposed interest rates to be charged for nonpayment of water and sewer rents. 
2 City Council Default Rate calculation - ([6-Month Treasury Bill as of April 25, 2019=2.40%] + 0.75bps)/4=0.79bps 
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 Penalty Rate for Late Payments of NYC Property Taxes:  
I. Semi-annual (properties valued over $250,000): 18.0% - (no change) 

II. Quarterly (properties valued under $250,000): 7.0% (no change) 
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I. FY2020 Discount Rate for Early Payment of Property Taxes 
 

The NYC Banking Commission recommends for FY2020 a discount rate of 50 bps (0.50%) for the early payment of 

property taxes, unchanged from the FY2019 discount rate. The Banking Commission considered NYC’s operating 

cash balances, discount rates offered by other property tax collectors, interest rate effects, administrative cost 

savings, and the impact of instituting no change in the current discount rate on early payments.  
 

 NYC Operating Cash Balances: On April 25, 2019, the City’s cash balance, at the close of business day, 

was $9.1 billion, $1.1 billion below $10.2 billion as of April 27, 2018. The Banking Commission doesn’t 

recommend increasing the discount rate from 50 bps (0.50%) to 100bps (1.0%) as the change in rate at 

1.0% will not increase the cash flow materially and would reduce the positive net impact of $18 Million to 

$8 Million, a ($10 Million) decrease in net revenue. 
 

  

 Discount Rates Offered by Other Property Tax Collectors: Major municipalities do not offer discounts for 

early payments, such as, Boston, Cook County, IL, Detroit, Los Angeles County, San Francisco, and 

Washington , D.C. The only major municipality that offers a discount is Philadelphia at 1.0%.  

 

Interest Rates Impact: The Federal Reserve increased the Federal Funds rate 3 times in 2018 in 25 basis 

point increments in March, June and September of 2018. In December of 2018 and March of 2019, the 

Federal Reserve Open Market Committee left rates unchanged at the current range of 2.25% to 2.50%. In 

leaving the range unchanged, the US Central Bank dialed back projections for further rate hikes in 2019 

citing low inflation at 1.5%.  The officials stressed that they would be “patient and flexible” before 

deciding to adjust borrowing costs again.  Despite the fact that the economy grew at a strong 3.2% in the 

first quarter of 2019, a 2.4% increase over the prior year and largest gain since 2010. In addition, 

unemployment is at a 50-year all-time low at 3.6%.  

 

The 2018 year increase in the Federal Funds rate of 75 basis points (0.75%), has allowed the City to earn 

more income than it had previously on property taxes paid early.  From April 2018 – April 2019, NYC’s 

quarterly average rates on its investments ranged from 1.70% -2.49% in comparison to FY2018 from 

1.08% - 1.70%, an increase of ~80 bps (0.80%).  

 

The Banking Commission’s impact analysis for FY2020 projects that this higher return on investments rate 

will result in $27.9 Million of interest earned on taxes collected early at 50bps (0.50%). This will offset 

estimates of forgone tax revenue of ($9.6 Million) (discount given) plus (+) forgone interest income on 

forgone taxes of ($210k), resulting in a net surplus in revenue to the City of $18 Million. 

 

 Administrative Costs Savings:  Semi-annual payers are billed twice per year and Quarterly payers four 

times, at an estimated total cost of $7.40 per invoice.  When tax payers pay their entire year’s property 

tax bill early, eliminating the need for further billing until the next fiscal year, the City saves from 

processing fewer property invoices. In FY2019, a total of 176,400 taxpayers made early payments saving 

NYC an estimated $1.3 million of invoicing and administrative costs. If this is realized in FY2020, the total 

positive impact given to the City will be $19.3 Million [$18M net income + $1.3M administrative cost 

savings]. 

 

Impact of no change in current discount rate on early payments: As stated earlier, changes in the 

discount rate decrease from 100 bps (1.0%) in FY2015 to 50 bps (0.50%) in FY2016-FY2019, which has had 

little effect on the number of people or the amount of taxes collected early.  The major increase in pre-

payment experienced in Mid-FY2018 was due entirely to the change of the federal tax law. This 

inelasticity can be shown by comparing the past fiscal years. 

 Discount Recommendation Summary: 

 

There is no economic reason for the Banking Commission to change the discount rate of 50 bps (0.50%) in 

FY2020. The impact translates to a total positive impact for the City of $19.3 Million. Concurrently, if the 

Council default rate of 79 bps (0.79%) were to be invoked, the income would be less by ~($5.5 Million). If 

the Banking Commission were to increase the discount rate to 100 bps (1.0%), this would have a less 

positive impact of $9.3 Million resulting in a net negative of ~($10 Million). 

While there is a higher increase in the returns on investments and increased investment income on taxes 

paid early, taxpayer behavior appears inelastic in response to changes in the discount rates. Further, given 
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the inelasticity, cash flow would not materially increase. The Banking Commission recommends retaining 

the current 50 bps (0.50%) discount rate in FY2020.   
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II. FY2020 Penalty Rates for Late Payments on: 

a.  Property Taxes 
 

For FY2020, the NYC Banking Commission recommends for property value assessed >$250k to remain at 18% penalty 

rate and on property value assessed <$250k to remain at 7.0% for the late payments of property taxes. 
 

 7.0% for the late payment of property taxes for properties with assessed values <$250K (no change) 

 18.0% for the late payment of property taxes for properties with assessed values >$250K (no change) 

Penalty Rate for Property Taxes 
 

 Penalty Rates Charged by Other Tax Collectors for Late Payments on Property Taxes:   
Comparable cities, unlike New York, do not set different rates based on assessed property values.  Therefore, New 
York City’s penalty rate for properties valued at <$250K is not comparable. The penalty rates for late property tax 
payments charged by 8 other large municipalities ranged from 10.0% for Washington, D.C., to 20.0% for San 
Francisco, California.  The Banking Commission's recommended FY2019 penalty rate of 18.0% for properties with 
assessed values >$250K was in line with most of the comparable municipalities.  No other municipality 
differentiates penalty rates by property value and the rate(s) continue to be an incentive for property taxpayers 
to pay on time.  
 
  

FY2019 vs FY2018 Taxpayer Behavior:  
 

Semi-annual Taxpayers: (property assessed >$250K)  
 

o Delinquent Owed Property Tax in FY2019 increased by 25.7% or $82.4 million from FY2018. 
o Delinquent property tax collected increased by 12.1% or $15.2 million. 
o Delinquent property tax balance (owed balanced) increased by 35.2% or $74.1 million.  
o Interest on delinquent property tax increased by 42.9% or $6.8 million compared to FY2018.  

 
The delinquency rates for semi-annual accounts (assessed properties > $250,000) went from 5.23% to 7.4%, an 
increase of 41.2%.  The Banking Commission does not think that this is attributable to the 18% penalty rate, as 
that rate has not changed in decades.  In addition, there continues to be a positive impact on New York City 
revenue when considering interest paid for semi-annual accounts of $22.7 million offset by the negative ($6.7 
million) of forgone revenue which results in a positive $16 million in net revenue.   
 

Quarterly Taxpayers: (property assessed <$250K)  
 

o Delinquent Owed Property Tax in FY2019 increased by 23.5% or $89.6 million from FY2018. 
o Delinquent property tax collected increased by 63.9% or $51.1 million. 
o Delinquent property tax balance (owed balanced) increased 12.6% or $38.6 million. 
o Interest on delinquent property tax increased by 1.7% or $98.5 thousand compared to FY2018. 

 
The delinquency rate for quarterly accounts (assessed properties < $250,000) increased from 9.52% to 10.43% or 
an increase of 9.6%.  The property tax balance (amount delinquent) increased from $306.7 million in FY18 to $345 
million in FY19, an increase of 12.6% or ~$38.6 million. The interest earned on delinquent property taxes at 7.0% x 
$5.9 Million was not enough to cover the negative impact of ($6.1 Million) of forgone interest the city would have 
made if the taxes had been paid on time. This is a result of the 80 bps (0.80%) increase in rates in 2018. This 
resulted in a net negative revenue impact of ~($200k).  Increasing the penalty rate from 6.0% to 7.0% for 
Quarterly accounts in FY2018 has resulted in the aforementioned slight negative impact that would have been 
greater had we not increased the rate to 7.0%.  As a matter of fact, the amount of delinquent property tax 
collected increased by 63.9% with the increased rate from 6.0% to 7.0%. The increase in delinquencies remains 
within a healthy range and has not significantly increased the City’s overall delinquency rate which went from 
9.18% in FY18 to 10.17% in FY19.  

  
 

Penalty Rate Recommendation Summary: 
 
There is no compelling reason for the Banking Commission to either raise or lower the penalty rate in FY2020 for 
semi-annual taxpayers for property assessed >$250k. While the number of FY2019 delinquencies of 6,559 
increased significantly from last year (4,669), there is no indication that this is the result of no change in the 18% 
penalty rate. The 18% penalty rate for properties >$250k has been in effect for many years, and the number of 
delinquencies has consistently been in the 4200-4700 range. The Department of Finance converted to a new 
property tax computer system on March 5, 2019, which could be a contributing factor to such an increase. 
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Therefore, the Banking Commission is recommending to stay with the 18% penalty rate, which is similar to other 
municipalities. 
 
As for the Quarterly taxpayers with property assessed <$250k, the recommendation of the Banking Commission is 
to keep the rate at 7.0%, given the slight negative impact to revenue and the interest rate increases of 75 bps 
(0.75%) in the past year. This is consistent with the future outlook of the Federal Reserve to be “patient and 
flexible” before deciding to adjust borrowing costs.   
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