Staff:

Baaba K. Halm 









Counsel to the Committee

Laura Rogers

Legislative Attorney

Benjamin J. Goodman









Senior Legislative Policy Analyst 

[image: image1.png]



THE COUNCIL
BRIEFING PAPER OF THE INFRASTRUCTURE DIVISION

ROBERT NEWMAN, LEGISLATIVE DIRECTOR 

COMMITTEE ON HOUSING AND BUILDINGS

Hon. Erik Martin Dilan, Chair
May 9, 2011
Oversight:  The Renewal of Rent-Regulations in New York City.
RES. NO. 700 :



By Council Member Chin, the Speaker (Council Member Quinn) and Council Members Dilan, Foster, Garodnick, Brewer, Cabrera, Dickens, Dromm, James, Koppell, Koslowitz, Lander, Lappin, Levin, Mark-Viverito, Mealy, Mendez, Nelson, Palma, Sanders Jr., Seabrook, Van Bramer, Vann, Williams, Gentile, Eugene, Jackson, Rivera and Koo 

TITLE:




Resolution calling upon the New York State Legislature to renew and strengthen the laws regulating rents and the eviction of tenants.


Today, the Committee on Housing and Buildings, chaired by Council Member Erik Martin Dilan will meet to conduct an oversight hearing on “the renewal of rent-regulations in New York City.”  The Committee will also hear Resolution No. 700, A Resolution calling upon the New York State Legislature to renew and strengthen the laws regulating rents and the eviction of tenants.

   Today’s hearing will explore the impact of the rent-regulations system on the residential rental market in New York City and the need for the New York State legislature to renew the rent-regulations system prior to its unset date of June 16, 2011.
 The Committee expects to hear testimony from tenants, housing advocates, representatives of the real estate industry and others interested in this topic.
Legislative History of Rent-Regulations in New York City
The current system of rent-regulations can be traced back to federal price controls on rent implemented during World War II.
 The price controls were implemented nationwide as a way to combat inflation during wartime and included some of the same protections to tenants as we see today including the right to automatic lease renewals.
 In 1946, following the end of World War II, New York State enacted Chapter 274 of the Laws of 1946, continuing the wartime rent-control system because:

a serious public emergency continues to exist in the housing of a considerable number of persons in the state of New York which emergency was created by war, the effects of war and the aftermath of hostilities; that such emergency necessitated the intervention of  federal, state and local government in order to prevent speculative,  unwarranted  and  abnormal  increases  in rents; that there continues to exist an acute shortage of dwellings; that unless residential rents and evictions continue to be regulated and controlled, disruptive practices and abnormal conditions will  produce  serious  threats to the public health, safety and general welfare; that to prevent such perils to health, safety and welfare, preventive action by the legislature continues to be imperative; that such action is necessary in order to prevent exactions of  unjust, unreasonable and oppressive rents and rental agreements and to forestall profiteering, speculation and other disruptive practices tending to produce threats to the public health; that the transition from regulation to a normal market of free bargaining between landlord and tenant, while still the objective of state policy, must be administered with due regard for such emergency; that in order to prevent uncertainty, hardship and dislocation,  the provisions of this  act  are  declared to be necessary and designed to protect the public health, safety and general welfare.

Pursuant to the provisions of the Local Emergency Housing Rent Control Act (Chapter 21 of the Laws of 1962), the administration of Rent Control was conferred upon the City as of May 1, 1962 due to the finding of the Legislature that an emergency continued to exist with regards to a shortage of available rental apartments. However, the Legislature felt that the “policy should be administrated locally” by a New York City agency.
  At that point the Mayor of New York City was required to establish a “city housing rent agency to administer the regulation and control of residential rents and evictions.”
  
In 1969, the Council passed Local Law No. 16, which enacted the Rent Stabilization Law regulating multiple dwellings containing six or more units built after February 1, 1947.  Specifically, the Council set a price control on rents in buildings in New York City with six or more units built since 1947 and in previously decontrolled units in buildings that were built before 1947 containing six or more units. Local Law No. 16 also included provisions limiting the eviction of tenants who are subject to rent control.
  Furthermore, the Rent Guidelines Board (RGB), which determines the amount of permissible rent increases for rent-stabilized tenants, was also established pursuant to Local Law No. 16.
  That local law was to expire on April 1, 1974.

Beginning in 1970, as required by State Law, the Council has continuously made a determination that there exists a public emergency requiring the continued regulation and control of residential rents and evictions. Such a determination is made following the submission to the Council by the Mayor of “a survey of the supply of housing accommodations within the City, the condition of such accommodations and the need to continue regulation and control of residential rents and evictions within the City.”
  A rental vacancy rate of 5% or lower must exist in order to permit the Council to make such a determination.

In 1971, the State Legislature enacted Chapter 371 of the Laws of 1971 which removed from the protection of the City Rent and Rehabilitation Law ("Rent Control") and the Rent Stabilization Law dwelling units that became vacant.  These units were thereafter not subject to any rent regulation.

In 1974, the Council passed Local Law No. 1 extending the Rent Stabilization Law for those dwelling units not vacated during the 1971‑1974 period through March 31, 1979.  Thereafter, the State Legislature enacted Chapter 576 of the Laws of 1974 (the "Emergency Tenant Protection Act") which restored Rent Stabilization Law protection to those units that had become vacant during the 1971‑1974 "decontrol" period, as well as extending Rent Stabilization Protection to dwelling units in buildings constructed after March 10, 1969 and prior to January 1, 1974.

The Council has extended the Rent Stabilization Law for three-year periods in 1979 (Local Law No. 8), 1982 (Local Law No. 18), 1985 (Local Law No. 24), 1988 (Local Law No. 18), 1991 (Local Law No. 20), 1994 (Local Law No. 4), 1997 (Local Law No. 13), 2000 (Local Law No. 12
), 2003 (Local Law No. 21), 2006 (Local Law No. 3), and 2009 (Local Law No. 23).
Demographics of Rent-Regulated Units 
As required by State Law, every three years, the City must survey the need to continue rent-regulation.  To accomplish this survey the Department of Housing Preservation and Development (HPD) enters into a contract with the United States Bureau of the Census for the latter to conduct the Housing and Vacancy Survey (HVS) and calculate the rental vacancy rate for the City based upon the data contained in the Survey. The most recent report containing the results and findings of the 2008 HVS was prepared by HPD. This HVS was later incorporated into the broader Housing New York City 2008 and released in February 2011 by HPD.
  
The rental vacancy rate is calculated by dividing the number of vacant available for‑rent units (that are not considered to be dilapidated) by the number of renter-occupied units plus the number of vacant available for‑rent housing units (that are not dilapidated).  The 2008 HVS report indicated a citywide rental vacancy rate of 2.88% with a rent-stabilized vacancy rate of 2.19 percent. Of the vacant rent-stabilized units the large majority had rents of $900-$1,249 (45 percent) or $1,250 and over (27 percent).  The number of stabilized vacant units renting at less than $900 was 6,000 units with a vacancy rate of 1.41 percent. 

According to the Housing New York City 2008 report, there were approximately 59,000 vacant available rental units in New York City as of the survey period, a decrease of approximately 3,000 units since 2005.  The majority of vacant units are evenly distributed throughout the boroughs with Manhattan with 16,000 units or 26 percent; Brooklyn with 16,000 units or 26 percent; Queens with 15,000 units or 24 percent; and the Bronx with 12,000 units or 19 percent, respectively. 
Since the last reporting period in 2005, the overall number of housing units in the City has increased by approximately 68,000 units to 3,329,000 from 3,261,000, while the total number of rental units has increased by 2.5% from 2,092,000 rental units in 2005 to 2,145,000 rental units in 2008. Specifically, with regards to the rent-regulated housing stock, in 2008, there were 1,004,000 rent-stabilized apartments, which composed 46.8 percent of the total amount of rental units, compared to 1,043,677 in 2005 resulting in a net loss of almost 40,000 rent-stabilized units during this three-year period. Thirty percent of New Yorkers live in rent-stabilized units, or 2,400,000 people. With regards to rent-controlled units they numbered 1.9 percent of the overall rental stock in 2008 or 40,000 units in total compared with approximately 43,000 units in 2005.
The borough of Manhattan had the most rent-controlled units in the City, with more than one out of every two rent-controlled units (51 percent) located in Manhattan compared to the next borough, Brooklyn. The majority of rent-stabilized units are almost evenly distributed with Manhattan with 30 percent; Brooklyn with 27 percent; the Bronx with 22 percent; and Queens with 20 percent of such units.
According to the HVS, the median monthly gross rent, including utility payments increased by 14.6 percent from $920 in 2005 to $1,054 in 2008 for-regulated units irrespective of apartment size.  The borough of Manhattan had the highest median contract rent of $1,200, Queens was second with a median contract rent of $1,050, Brooklyn was third with a median contract rent of $919, Staten Island was fourth with a median contract rent of $900 and the Bronx was fifth with a median contract rent of $820.
The median income of renters in the City was $36,200, which increased by 13.1 percent from $32,000 in 2004.   Manhattan renters had the highest income of any of the five boroughs with a median income of $50,000. Queens and Staten Island had a median income of $40,000 for renters, while Brooklyn renters had a median income of approximately $32,000. Bronx renters had the lowest income with a median income of $22,000. According to the HVS, approximately 28% of a rent-regulated tenant’s income goes towards rent.
 
Res. No. 700

Res. No. 700 calls upon the New York State Legislature to renew and strengthen the laws regulating rents and the eviction of tenants.  The Resolution recognizes that there are over one million apartments covered by rent regulations in New York City, representing roughly half of the City’s rental units.  However, New York City faces a housing crisis, with a Citywide vacancy rate of only 2.88 percent, according to the 2008 Housing and Vacancy Survey.  In response to a long-existing housing crisis, New York City and New York State have enacted rent control and rent stabilization laws which are in place to stabilize neighborhoods and to protect tenants from harassment and unreasonable rent increases or evictions.  The stability provided by rent regulation has helped to lessen the impacts of the severe housing shortages and market conditions in New York City.


However, because of the “Urdstat Law”, a relic of 1971 vacancy decontrol measures which prohibits New York City government from enacting more stringent protections for New York City tenants, New York City’s rent laws are subject to what takes place in Albany.  The New York State Legislature and the Governor should act to as soon as possible to renew the rent-regulation laws and as part of the renewal eliminate deficiencies in the regulatory structure and provide stronger protections to tenants by repealing vacancy decontrol and the “Urstadt Law,” and by granting tenants in buildings in the Mitchell-Lama or project-based Section 8 programs all of the protections of rent stabilization when such buildings exit the programs.
Issues and Concerns

If rent-regulations are not renewed all of the tenant protections such as the right to renew a lease and the practice of having the RGB as opposed to the private market set rent increases would cease to exist.  The current State authorization to regulate rents and evictions where there is a housing emergency expires on June 15, 2011.  If by June 16, 2011, the State Legislature has not renewed the laws governing rent-regulation most if not all of the rent-regulated apartments can be converted to market rate apartments.  According to the Housing New York City 2008 report, the median rent for a vacant unregulated rental unit, irrespective of size, is $1,500, which is higher than the median rent for a vacant regulated unit which is $1,100. The Committee is concerned about how moderate to low-income New Yorkers would be able to afford an unregulated unit if the rent-regulation system is not renewed as many tenants already use 28% of their income towards rent and may not be able to afford market rate units.
  Affordable housing programs, such as rent control and rent stabilization maintain rents affordable for tenants allowing many neighborhoods to be economically diverse and vibrant and permitting low to middle-income New Yorkers to remain residents of the City.  
In addition to the renewal of the rent-regulation system, the Committee is also concerned about whether the State Legislature will make substantive policy changes to the rent regulation system regarding issues such as: vacancy and income decontrol, which allows for the deregulation of apartments that rent for $2,000 or more per month either upon vacancy or when the tenants in residence have incomes that exceed $175,000 in each of two consecutive years; the vacancy allowance, which allows property owners to receive a 20% increase in the asking rent for a rent-regulated apartment upon vacancy; the repeal of the “Urstadt Law, which prohibits New York City government from enacting more stringent protections for New York City tenants; and the Major Capital Improvement and Individual Apartment Improvement programs, which allows owners to increase the rent of rent-regulated apartments by making major capital repairs to the building or by making  improvements to an individual apartment. 
Today’s hearing will explore the impact of the rent-regulations system on the residential rental market in New York City and the need for the New York State legislature to renewal the rent-regulations system prior to its sunset date of June 16, 2011.
Res. No. 700
..Title

Resolution calling upon the New York State Legislature to renew and strengthen the laws regulating rents and the eviction of tenants.

..Body

By Council Member Chin, the Speaker (Council Member Quinn) and Council Members Dilan, Foster, Garodnick, Brewer, Cabrera, Dickens, Dromm, James, Koppell, Koslowitz, Lander, Lappin, Levin, Mark-Viverito, Mealy, Mendez, Nelson, Palma, Sanders Jr., Seabrook, Van Bramer, Vann, Williams, Gentile, Eugene, Jackson, Rivera and Koo 


Whereas, There are over one million apartments covered by rent regulations in New York City, representing roughly half of the City’s rental units; and


Whereas, New York City faces a housing crisis, with a Citywide vacancy rate of only 2.88 percent, according to the 2008 Housing and Vacancy Survey; and

Whereas, In response to a long-existing housing crisis, New York City and New York State have enacted rent control and rent stabilization laws which are in place to stabilize neighborhoods and to protect tenants from harassment and unreasonable rent increases or evictions; and


Whereas, The stability provided by rent regulation has helped to lessen the impacts of the severe housing shortages and market conditions in New York City; and


Whereas, Because of the “Urstadt Law”, a relic of 1971 vacancy decontrol measures which prohibits New York City government from enacting more stringent protections for New York City tenants, New York City’s rent laws are subject to what takes place in Albany; and


Whereas, In 1997, when renewing the rent laws, the New York State Legislature and Governor enacted two provisions that in particular have exacerbated the lack of affordable housing units in New York City, including allowing owners rent increases of up to 20% every time a vacant apartment is rented to a new tenant, and the deregulation of apartments that rent for $2000 or more per month either upon vacancy or when tenants in residence have incomes that exceed $175,000 in each of two consecutive years; and


Whereas, The 20% vacancy allowance each time a unit becomes vacant irrespective of whether the last vacancy increase was granted, which is permitted in addition to annual “across the board” and other rent increases, has led to widespread reports of tenant harassment by landlords who seek to turn over units in order to receive this large increase in rent, subsequently leading to the loss of affordable units and the destabilization of neighborhoods in all of the five boroughs, thereby leading to an even tighter housing market as units are deregulated and the pressure of high rents displaces lower- and middle- income tenants thereby removing an individual and neighborhood stability; and

Whereas, The Mitchell-Lama and Project-based Section 8 programs were designed to provide stability to both individuals and neighborhoods, and allowing owners to “opt out” from these programs, without additional protections, creates the potential for destabilization and havoc, especially given the current need for affordable housing; and

Whereas, By putting all units in Mitchell-Lama and Project-based Section 8 developments under the Rent Stabilization Program when an “opt out” occurs, apartments in Mitchell-Lama and Project-based Section 8 developments will be kept affordable following an “opt-out;” and


Whereas, Harassment by owners of their tenants became so common that the City Council and Mayor Bloomberg enacted the Tenant Protection Act of 2008, which provides an opportunity for tenants to sue their landlords in Housing Court for harassment; and


Whereas, Rent regulation both protects current tenants from being subjected to unaffordable rents and arbitrary eviction as well as helping to maintain affordability for new tenants; and 


Whereas, State rent regulation and eviction protection laws will expire on June 15, 2011 unless renewed by the New York State Legislature and the Governor; and

Whereas, The New York State Legislature and the Governor should act to as soon as possible to renew the rent-regulation laws and as part of the renewal eliminate deficiencies in the regulatory structure and provide stronger protections to tenants by repealing vacancy decontrol and the “Urstadt Law,” and by granting tenants in buildings in the Mitchell-Lama or project-based Section 8 programs all of the protections of rent stabilization when such buildings exit the programs; now, therefore, be it 

Resolved, That the Council of the City of New York calls upon the New York State Legislature to renew and strengthen the laws regulating rents and the eviction of tenants.

LS # 2051, 2177, 2185, and 2186.
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� Pursuant to the Emergency Tenant Protection Act (Chapter 576 of the Laws of 1974).


� See Report of the Citizens Budget Commission: Rent Regulation: Beyond the Rhetoric available at � HYPERLINK "http://www.cbcny.org/sites/default/files/REPORT_RentReg_06022010.pdf" �http://www.cbcny.org/sites/default/files/REPORT_RentReg_06022010.pdf�.


� See Signing Statement on the Emergency Price Control Act of 1942, available at � HYPERLINK "http://www.presidency.ucsb.edu/ws/index.php?pid=16192" \l "axzz1LV90fh2F" �http://www.presidency.ucsb.edu/ws/index.php?pid=16192#axzz1LV90fh2F�. See Rent Control and Evictions Under Emergency Price Control by E.P. McCarron published in the Marquette Law Review, April 1943 edition, available at � HYPERLINK "http://epublications.marquette.edu/cgi/viewcontent.cgi?article=3624&context=mulr&sei-redir=1" \l "search=emergency+price+control+act+rent+regulation" �http://epublications.marquette.edu/cgi/viewcontent.cgi?article=3624&context=mulr&sei-redir=1#search=emergency+price+control+act+rent+regulation�.


�  See Section 1 of Chapter 274 of the laws of 1946.


� See Section 1 of Chapter 21 of the Laws of 1962.  See also, History of the Board and Rent Regulation System, available at � HYPERLINK "http://www.housingnyc.com/html/about/intro%20PDF/historyoftheboard.pdf" �http://www.housingnyc.com/html/about/intro%20PDF/historyoftheboard.pdf�.


� See Paragraph 4 of Section 1 of Chapter 21 of the Laws of 1962.


� See Section 26-408 of the Administrative Code of the City of New York. See also, History of the Board and Rent Regulation System, available at � HYPERLINK "http://www.housingnyc.com/html/about/intro%20PDF/historyoftheboard.pdf" �http://www.housingnyc.com/html/about/intro%20PDF/historyoftheboard.pdf�.


� See Section 26-405 of the Administrative Code of the City of New York. See also id.


� See Section 26-415 of the Administrative Code of the City of New York.


� See Section 26-414 of the Administrative Code of the City of New York. The last determination found a vacancy rate of 2.88% from the period from February to June 2008. 


� Local Law No. 12 also included certain requirements to provide that a certified written notice be given to the first tenant of a housing accommodation that is deregulated pursuant to the "vacancy decontrol law."  This notice is mandated to contain the legal regulated rent or maximum rent that was in effect at the time such housing accommodation became vacant.


� See Housing New York City 2008 by Dr. Moon Wha Lee on file with the Committee.  All of the statistical data in the Committee Report is for the year 2008 unless otherwise indicated. 


� Id.


� Id.
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