Saving Gotham

Fighting
Corruption in
New York City’s
Property Tax
System




Theft of the City

* Greatest case of municipal fraud

e The scam:

— Bureaucratic lobbying for illegitimate tax breaks

* The loss:
— S40 million a year

— Unfunded public services



The Property Tax

The Importance of Property Tax Revenue for New York City
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Property Tax Revenue

* The property tax is the city’s single largest and most stable source of revenue.



Number of Properties(in thousands)

Number of Taxable Properties in NYC*

The Property Tax
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* The graph includes partially taxable and fully taxable properties. It excludes fully exempt properties.

DOF is responsible for
collecting taxes on a
rapidly growing
number of properties
in New York City.



Property Tax Assessors

DOF’s 119 property tax assessors
Limited supervision & legalese

“The most corrupt of urban functions” (Paul
1975).

Examples beyond NY:
— Los Angeles, CA
— Providence, RA
— Cayahoga County, OH
— Cook County, IL.



Property Tax Assessors

Al A
JANUARY

Finance mails your Notice
of Property Value.
FEBRUARY

Deadline to apply for
co-op/condo abatement.

N\ MARCH 1
_ Deadline to dispute your

property’s value with the

NYC Tax Commission.

MARCH 15
' Deadline to apply for
Our ear N personal exemptions.
Y y : MAY
p rO pe m/ﬁnance releases the final
assessment roll and generates
property tax bills for the next

tax year that begins on July 1.

JUNE

You receive your first property
tax bill for the tax year that
begins the next month, July.

JULY 1
A new tax year starts; you

are taxed at the previous
year's tax rate.

NOVEMBER

The City Council approves the tax rates and the
Mayor signs off on them. They are usually finalized in
November when class shares are determined.
Because we are almost halfway through the tax year
by November, your taxes for the first part of the year
are re-calculated at the new rate.

{

Source: Class 1 and Class 2 property tax guides, NYC Department of Finance



Property Tax Assessors

Bribe Payments by Month*
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* The first number represents the total amount of bribes paid; the second number in parenthesis represents the number of bribe payments.
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* Corruption presents a particular risk in December and April,
right before the publication of the tentative and final tax rolls.



Property Tax Assessors

e Tax consultants:
— Their pay
— Questionable methods

— Bureaucratic lobbyists

Bureaucrat & Sowing Machine, Salvador Dali



The Scandal

 Enter Albert Schussler
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The Scandal

Properties Involved in the 2002 Scandal*
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* The map includes 198 properties with their values assessed Fiscal Year 2009.



The Scandal

* The bribes
* The back and fort

e The results

Grepory l'. Mn
Frank ]. Valvo, a former New York City tax assessor, was arrested
yesterday on federal charges of racketeering, mail fraud and bribery.




Defendant

Schussler’s Gang

Bribe Payments by Defendant”

JOSEPH IOVING 12800 / 38

VATCHARA VACHIRAPRAPUN 108250/ 29
HOWARD HABLER 102500/ 34
EDWARD FRANKOLA
RONALD IANNELLI
PAUL SOPOT 48500 / 27
MICHAEL COONEY 47500715
FRANK VALVO 40000/ 13
ZIAUD MALIK _ 28500/ 11
JOHN COPPA 275001715
FADY SIDAROSS 26000 /10
Bribe
ANTHONY ANTINCRO 19500 /6 25000
HOWARD MOY 10500 /6 10000
JOEL EDELSTEIN 9000/ 11
5000
HOWARD SOKOL 8000 /2
ANTHONY CUOMO 4500173
0 30000 80000 90000 120000
Bribe Amount($)

* The first number represents the total amount of bribes paid; the second number represents the number of bribe payments.

Joseph lovino
Vatchara Vachiraprapun
Howard Habler



Schussler’s Gang

Bribe By Position in the Bureaucrcy's Hierachy

Ave=3116
Supervisor -
£
) ASSESSOr -
E HighestPosition2
% Assistant Assessor
o Administrative Assessor
O
S Ave=1833 S
>
5 Administrative Assessor -
m
Ave=818
Assistant Assessor
0 100 200 300 400
Bribe Payments ($1000)

* The higher the position, the greater the bribes.



Beyond the Scandal

Schussler’s death
20 prosecuted:

— Joseph Marino
— Alan Edelstein

— Nancy Sidaross
— Stephen E. McArdle

Recovered funds
Latent risk



A Worthy Collaboration

* Persistence of corruption hazards, an
opportunity for research

* A previous RCT:
— Official review of building permits

— Random assignment
— Study’s contribution



A Worthy Collaboration

* Three research questions:

1. Does monitoring help ensure that property
assessments are conducted with integrity?

2. What forms of monitoring are most
effective?

3. Which is more effective between proactive
and reactive monitoring in ensuring that
property assessments are performed in an
honest manner?



Thank you...and stay tuned!



A Previous Scandal

Before Schussler there was Tooke

 Newstat, Wolden’s depuly, admilled he shaved -
the taxes of certain companies ‘“because I was paid lo.

James Tooke bribed public officials to cul companies’
lazxes, then collecled large fees from the companies.




