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I. Introduction


On April 27, 2017, the Committee on Housing and Buildings, chaired by Council Member Jumaane D. Williams, will hold an oversight hearing entitled, “Tenant Interim Lease Program.” The Committee expects to receive testimony from representatives of the Department of Housing Preservation and Development (“HPD”), housing advocates, legal service providers, and other interested members of the public.

II. Background on the Tenant Interim Lease Program

During the late 1970s, following a period of abandonment, the City took ownership through tax foreclosure of more than 100,000 vacant and occupied units, many of which were in distressed buildings.
 These units were commonly referred to as in rem housing, named after the legal action that allowed the City to obtain title over these properties when such properties’ taxes were unpaid for an extended period of time.
 In the 1980’s, Mayor Edward I. Koch, in an attempt to address a shortage of affordable housing and revitalize neighborhoods that were subject to high vacancy rates, announced a Ten Year Plan for housing, which included rehabilitating certain vacant and occupied in rem units.
 One of the programs that grew out of the Mayor’s Ten Year Plan for housing was the Tenant Interim Lease (“TIL”) program.
 The TIL program, which was started in 1978, was intended to be a pathway for renters in City-owned buildings to become homeowners. As of March 2017, there were 150 buildings in the TIL program.


The City, through HPD, must make the determination that a building is eligible to participate in the TIL program. In order to be eligible for participation, a building must: (1) require rehabilitation such that it is not marketable to the private sector in its "as is" condition, and HPD funding is necessary to return the building to the private sector; (2) the performance of rehabilitation is technically feasible; (3) the cost of rehabilitation is economically reasonable; (4) the cost of rehabilitation is within available HPD resources; (5) the building is a multiple dwelling containing at least three dwelling units; (6) at least two of the dwelling units in the building are occupied; (7) the building has not been designated by HPD for disposition through another program; and (8) the building has not previously participated in the program, unless such participation was terminated more than five years prior to the current application.
 
Following such a determination that a building is eligible to participate in TIL, a tenant association, which, for the purposes of TIL is an unincorporated association with elected officers that has been formed by and continues to include as members the tenants of at least sixty percent of the occupied units in a building,
 must apply to HPD for selection for the TIL program.
 In order to be selected for the TIL program, HPD must make the determination that a tenant association can manage the building.
 Following a determination that a tenant association can manage the building, HPD temporarily leases the building to such tenant association.
 As part of such lease, the tenant association is required, among other things, to participate in building management education programs, respond to tenant complaints in a timely manner and comply with various HPD directives.
 Once the tenant association has, in the judgment of HPD, satisfactorily managed the building during the term of the lease, the tenants in the building can form a Housing Development Fund Company coop (HDFC) to purchase their units for $250 each.
 

HPD may remove a building from the program and terminate a building’s lease if it determines that: (1) there is a default under the lease; (2) the management of the building has failed to comply with generally accepted standards of management; (3) the tenant association has an inadequate record in regard to rent collections; (4) the tenant association has an inadequate record in regard to timely payment of bills; (5) the tenant association has failed to comply with HPD reporting requirements as set forth in the lease; (6) the tenant association has failed to comply with HPD directives; (7) HPD determines that the building no longer meets the eligibility requirements of the program; or (8) for any other reason, it is no longer in the best interests of the City to keep the building in the program.

III. Current Issues Affecting the TIL Program


Tenants of TIL buildings have complained about the length of time it takes for HPD to complete repairs and sell the apartments to the owners,
 as buildings remain in TIL for extended periods of time despite the intent of the program to stabilize distressed buildings within three to five years.
 There have also been questions of the success in TIL buildings, with buildings that successfully exited the program falling behind on property taxes soon after.
 Additionally, the New York City Department of Investigation (DOI) issued a report in 2014 which uncovered a lack of oversight of the TIL program by HPD, leading to fraud and corruption in a TIL building.
 

TIL Buildings in Tax Arrears


According to an article published by City Limits in 1999 which reported on then-Comptroller Alan Hevesi’s audit of TIL buildings, 28 of the 45 TIL buildings which exited the program between July 1995 and July 1996 were in tax arrears at the time of publication of the article, and fifteen of those buildings were in danger of being subject to tax foreclosure and city ownership again.
 The Committee is interested in the financial status of buildings which have recently exited the TIL program, and the history of buildings which returned to City ownership following the transition to co-op buildings.

Relocation of TIL Tenants and Construction Delays

According to testimony received by the Committee in March 2017, a tenant association entered the TIL program in 1996, and was told in 2008 that the building would be able to be renovated.
 However, when tenants were relocated in 2008, they were told that there was no more money left in the budget for such renovations, and in 2012, the building was transferred to the Affordable Neighborhood Cooperative Program (“ANCP”) in 2012.
 Despite the long delays for rehabilitation of TIL properties, HPD rules did not grant successor rights to tenants of TIL buildings until adoption of such rule in October 2014.
 As a result of the length of time before a building renovation can be commenced and the previous lack of succession rights, according to testimony received by the Committee, some apartments in TIL buildings undergoing repairs are vacant.
 In addition to the delays leading to vacancies in such buildings, tenants have also complained that because of their relocation, their belongings were moved into storage nearly ten years ago and that they cannot access those items.


The Committee is interested in receiving information about the services or resources that HPD provides to TIL tenants during the relocation process.

September 2014 DOI Report


The DOI report was specific to one building, 51-55 East 129th Street. In that case, the elected treasurer of the building issued false rent receipts to tenants paying with money orders and made those money orders payable to herself and misappropriated rents from tenants who paid in cash.
 However, this investigation showed vulnerabilities in HPD’s management of the TIL program, leading DOI to make several suggestions for the reform of the TIL program.
 Among such reforms were training for employees of HPD who are tasked with reviewing and analyzing financial reports of TIL buildings, as well as ensuring that HPD receives full access to the accounts and financial records of tenant associations in TIL buildings.
 Additionally, following the DOI report, HPD committed to improving transparency for the accounting methods of relocated tenants.
 


Another issue which DOI uncovered in its investigation was the lack of ensuring that buildings which remain delinquent in TIL program rules are brought into compliance.
 According to the report, although HPD was able to place buildings on probationary status, “in reality, HPD rarely places buildings on probation.”
 Additionally, the report stated that “even on probation, buildings not only fail to rectify their scofflaws but even incur additional infractions during this probationary period…HPD rarely exercises its right to terminate such buildings from TIL or otherwise take meaningful action to ensure the viability of the building.”
 

HPD agreed to make several reforms in response to the portion of the report which uncovered the lack of HPD enforcement. These reforms included amending probation letters to buildings to include corrective action plans which will be distributed to all tenants, with specific steps and deadlines for correction;
 meeting with tenant associations and tenants at HPD for each TIL building which is six months behind in submitting monthly financial reports;
 and corruption lectures by DOI for TIL buildings.

The Committee is particularly interested in how the reforms which were agreed to following the DOI report have been implemented, and whether those reforms have been effective in improving conditions in TIL buildings.

IV. Transition to the Affordable Neighborhood Cooperative Program

In 2012, HPD began ANCP,
 which is an initiative that selects developers to rehabilitate buildings managed by the TIL program.
 Since the inception of ANCP, seven TIL buildings have transitioned into ANCP, and $28 million is dedicated to the program in FY 2018. 
 ANCP allows qualified developers to acquire low-interest loans in the form of City Capital subsidies,
 as well as construction and permanent financing sources provided by the New York State Affordable Housing Corporation programs for the purpose of rehabilitating the properties,
 as ANCP is intended to give the City a model to “leverage private financing” in order to rehabilitate the TIL buildings.
 While these buildings undergo rehabilitation, tenants are relocated for 18-24 months. The developer, usually a nonprofit, is tasked with finding relocation units for tenants. Unlike the TIL program, the purchase price per unit is $2,500
, and it is possible that maintenance costs could increase in order to “ensure long-term sustainability of those programs.”
 Tenants of TIL buildings which have now transitioned into ANCP have expressed concern regarding the purchase price of the units, since tenants are elderly or may not be able to afford those apartments.

V. Conclusion

As mentioned herein, among other things, the Committee is interested in: (1) the financial status of buildings which have recently exited the TIL program and the history of buildings which returned to City ownership following the transition to co-op buildings; (2) in receiving information about the services or resources that HPD provides to TIL tenants during the relocation process; and (3) how the reforms which were agreed to following the DOI report have been implemented, and whether those reforms have been effective in improving conditions in TIL buildings.
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