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Good afternoon. My name is Richard Lee, Public Policy and Legislative Advocate for
Asian Americans for Equality (AAFE). | would like to thank the New York City Council for
giving me this opportunity to speak on an issue that affects millions of New Yorkers.

AAFE is a thirty-seven year old organization committed to community service and
empowerment, assisting immigrants, low-income families, and minorities throughout
New York City. AAFE serves over 30,000 seniors, low-income and working families each
year from all five boroughs of New York City, offering an array of programs that
encompass the organization's comprehensive approach to community development,
including affordable housing development, small business assistance, homeownership,
immigration, housing, social, and legal services, access to technology, and public policy
and advocacy.

Rent regulated housing is by far the largest source of affordable housing in New York.
However, every year, hundreds of rent regulated housing units are lost through
loopholes that allow predatory landlords to deregulate rent regulated housing. AAFE
has witnessed several machinations of this trend, from landlords harassing tenants by
refusing rent renewals and turning of heat and hot water, to landlords evicting tenants
by posting fake Department of Buildings eviction notices.

At the heart of the weak rent regulation laws is the ability of landlords to deregulate
units. The pervasive method of decontrol is to remove tenants through harassment and
raising rents, utilizing the loopholes in the Major Capital Improvements laws to raise the
rents past $2,000. Inthe Lower East Side and Chinatown, we are witnessing a new
trend of deregulation. Landlords are taking advantage of the demolition loophole of the
rent regulation system which exempts landlords from replacing any demolished rent
regulated housing by intentionally neglecting critical repairs in order to evict the tenants
and demolish the building, opening up a path of unbridled development for the
landlord.

AAFE most recently witnessed this trend at 128 Hester Street in Chinatown. The
landlord neglected the building and failed to repair critical Hazardous DOB violations. In
August of 2009, he evicted all the tenants of this rent regulated building and filed for the



demolition of the building. DHCR subsequently determined that the landlord indeed
intentionally neglected the building, but the lost affordable housing will still not be
replaced.

The last two rent regulation renewals resulted in the significant weakening of the
system. In order to prevent predatory tactics like these, we need to not only renew the
sun-setting rent laws but to strengthen them. This means repealing vacancy decontrol,
closing the MCI rent increase loophole, repealing the Urstadt Law and introducing
legisiation so that all demolished rent regulation housing is wholly replaced. The lives of
New York’s low-income and working families depend on affordable housing. Predatory
tactics are evolving faster than we advocates are able to counter them, and it is critically
important that legislators ensure that low income and working households in New York
are protected by the renewal and strengthening of rent laws. Thank you.
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Good afternoon. My name is Robert Amsterdam, I’m a rent controlled tenant living on the
upper West Side of Manhattan. ’m here representing the Rent Control Tenants Leadership
Committee of the Tenants & Neighbors Coalition.

I thank Chairman Dilan and the members of this committee for the opportunity to testify
today.

There are approximately 40,000 units of rent controlled housing in New York City and rents
for those units are governed by the Maximum Base Rent system. The majority of tenants in
these units are elderly and on a fixed income. They typically have received very high rent
increases of 7.5% every year since 1971 when the MBR system was established. In addition,
Major Capital Improvement Increases, fuel pass-alongs and other charges are frequentty
added on to their rents,

I"d like to present the legislative platform our committee has developed with the support of
Tenants & Neighbors to address these problems and preserve New York’s rent controlled
housing. The Real Rent Reform Coalition fully supports this platform. We urge you to
support these bills and include them in your message to the State Legislature.

A01892 Rosenthal

This bill eliminates the MBR system for rent-controlled tenants in New York City. Instead,
increases would be determined by the Rent Guidelines Board using criteria already
established by law. All other tenant protections particular to rent control would continue
unchanged.

Rent controlled apartments in NYC are regulated by a complex system that sets a ceiling —
the Maximum Base Rent (MBR) ~ for each apartment and mandates that the collectible rent
be raised each year by 7.5 percent until it reaches the ceiling (MBR). However, the ceiling
itself is raised every two years by the NYS Division of Housing and Community Renewal
(HCR). These ceiling increases have averaged 10.1 percent every two years, while rent
stabilized rent increases have averaged 7.2 percent for the same 2-year periods. Fuel
surcharges, Major Capital Improvement increases and other charges are also added to the
collectible rent, so that for many rent controlled tenants rents have risen more than 7.5% per
year.

The MBR formula includes skyrocketing real estate values but ignores cost-of living-indices.
In 2010 and 2011, for example, seniors got no cost-of-living increases in Social Security. But
for those years, the two-year renewal increase for rent-stabilized tenants was 6 percent while
the two-year increase for rent-controlled tenants was 12.9 percent,



If rent controlled tenants can no longer afford skyrocketing rent increases and are forced to
move from the home they have known for most of their adult life, there are not likely to be
affordable options in their current neighborhood. They are likely to be moved, in a frail
condition, to a new, unfamiliar environment. .

A01839/502298 Rosenthal /Kruger

This bill eliminates Fuel Cost Adjustments which are currently added to the rents of NYC rent
control tenants in addition to the MBR calculation.

Under current laws, the owners of rent controlled apartments in New York City may apply to
HCR for rent adjustments based on the cost and quantity of fuel used during the preceding
calendar year to heat that apartment. These adjustments, called the fuel cost passalong, reflect
changes in the price of fuel and have gone up and down over the past 40 years. This cost is
currently added on to rents which have already received a 7.5 percent increase regardless of
prevailing inflationary factors. If the previous bill, A01892 becomes law, rent conirolled rent
increases will be governed by market conditions and Fuel Cost Adjustments would no longer
be necessary or appropriate.

A01231/501251 Bing/Addabbo

This bill, which applies to all rent-regulated tenants, excludes social security payments and
supplemental security income from the definition of “income” for purposes of determining
eligibility under the Senior Citizen Rent Increase Exemption (SCRIE) but only if the relevant
local government grants approval. :

This bill permits local municipal governments to decide whether to exclude Social Security
payments and Supplemental Security Income from the definition of tenant “income” for the
purpose of determining eligibility under the Senior Citizen Rent Increase Exemption program
(SCRIE).

The SCRIE cap is currently $29,000 for a tenant's annual income. There are many retired
tenants whose income is only slightly higher than that. As many of their annual rents have
increased close to $20,000 or more, they are left with limited funds for food, medical care and
other necessities. Bringing the right to decide whether to exclude social security and
supplemental security income from SCRIE calculations back to NYC could provide these
tenants more adequate funds to meet their basic needs

Again, we urge your support for these bills and strongly encourage you to include these bills
in all of your messages to Albany.

And once more, on behalf of all the Rent Control Leadership Committee, we thank Chairman
Dilan, and members of this committee, for the opportunity to testify.
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Cood afternoon.

My name is Maggie Russell-Ciardi. I'm the Executive Director of the New York State Tenants &
Neighbors Information Service, a 501¢3 organization that organizes tenants to preserve at-risk
affordable housing, and the New York State Tenants & Neighbors Codalition, its 501c4 affilicte,
which does legislative organizing to preserve affordable housing and strengthen tenant rights. |
am testifying today on behalf of the Coalition.

The primary focus of the Coalition this year is to make sure that New York State’s rent laws are
renewed prior to June 15. Tenants & Neighbors' Rent Regulation Organizer is coordinating the
Real Rent Reform Campdign, a coalition of approximately fifty organizations that are working
to renew and strengthen the rent laws.

We depend on the support of our dllies in the legislature to ensure that our campaign is
successful, and we strongly commend Council Member Chin, Housing Chair Dilan, Speaker
Ouinn, and the other Council Members who have sponsored resclution 0700 for their
leadership on this important issue.

Every renewdl year since 1993, the legisiature has given in to pressures from the real estate
industry and has made the laws' renewal contingent upon their being weakened to facilitate
the removal of apartments from the rent regulation system and to erode tenants’ rights.

In 1993, the state legislature instituted high rent vacancy decontrol and high rent high income
decontrol. High rent vacancy decontrol makes it possible for landiords to deregulate rent
stabilized units when the legal regulated rent reaches $2,000 per month or more and the
apartment becomes vacant. High rent high income decontrol makes it possible for landlords to
deregulate rent stabilized units when the legal regulated rent reaches $2,000 per month or
meore and the tencnts’ annual household income exceeds $175,000 for two consecutive years.
When units are deregulated, they are permanently lost as affordable housing and future
tenants have no protections from speculative or unwarranted rent increcses or from baseless or
retaliatory eviction.

In 1997, the legislature instituted a 20% statutory vacancy bonus, creating a tremendous
incentive for landlords to push tenants out and turn over apartments as quickly as possible.
They also tightened the four year rule on challenging rent overcharges, making it easier for
landlords to illegally raise rents and deregulate rent stabilized units. And they enacted
permanent high rent vacancy decontrol and high income decontrol at the state level,
extending them to the suburban counties and pre-empting the ability of the New York City
Council to repeal these mechanisms.



In 2003, the state legislature tightened the Urstadt Loaw, which prevents the New York City
Council from giving tenants stronger protections than the state legislature does, and also made
it possible for landlords to raise the rents of tenants with preferential rents to the legal
regulated rent upeon lease renewal, rather than limiting the increase to whatever the Rent
Guidelines Board determines is an appropriate adjustment for that year. This change to the
preferential rent systern makes it easier for landlords to retaliate against tenants who compldin
about conditions issues or try to organize a tenant association by threatening to raise the rent
from the preferenticl rent to the legal regulated rent.

All of these weakening amendments that have been approved in previous renewal years have
had devastating consequences for affordable housing and tenant rights in New York. The
decontrol provisions have already resulted in the loss of hundreds of thousands of rent stabilized
units and will eventually lead to the elimination of New York's rent regulated housing if not
addressed.

First, as long as there is a rent threshold at which units can be deregulated, landlords will have
an incentive to view the New York City Rent Guidelines Board simply as a mechanism for
getting rents to that threshold, not as what it was intended to be- a body that would
determine what a fair rent increase should be given the conditions in the housing market and
broader economic conditions. In our view, the vacancy decontrol provision of the rent laws is
one of the factors that lead the RGB to raise rents every year, no matter what the economic
circumstances, and to raise them to levels many rent stabilized tenants cannot afford and that
are often higher than we consider reasonable or fair.

Second, as long as there is a decontrol threshold, there is an incentive for speculative investing
in New York's rent regulated housing stock. This predatory equity investing, which Speaker
Quinn, memny Council Members, and the Department of Housing Preservation and
Development have recognized to be a grave problem for New York City, has already has
resulted in tens of thousands of units of affordable housing being overleveraged. It has led in
many instances to the deterioration of building conditions, since sorme unscrupulous landlords
use rental income to pay the debt service on the properties rather than making repairs and
improvements, and in some instances actually seem to be allowing conditions to deteriorate os
o mechanism for getting tenants to vacate their apartments.

With the rise of predatory equity investors seeking to deregulate rent stabilized units, we have
also seen a rise in fraudulent MCI and Individual Apartment Improvement rent increases, s
well as in illegal overcharges. In our view, the Division of Housing and Community Renewal
never allocated enough resources to addressing these problems, and with the increase in
overleveraging of buildings and o simultaneous decrease in the resources and enforcement
capacity of the state regulatory agency, we can only expect the problem of unscrupulous
landlords abusing the loopholes in the law to get rents to the decontrol threshold to worsen.
Our 501¢3 affiliate coordinates a city-wide Predatory Equity Working Group of tenant leaders
from overleveraged buildings and the organizers from the community-based organizations
they are working with, and this working group has identified landlords violating the rent laws
to get rents to the decontrol threshold and lack of an adequate response by the HCR as one of
the most pressing issues affecting rent stabilized tenants in rent regulated buildings. The
Predatory Equity Working Group recently launched the ENFORCE! Campaign to get the HCR
to do a better job of enforcing the rent laws and preventing this kind of unscrupulous behavior,
but we are aware that there is only so much that regulatory cgencies can do, especially when
their enforcement resources are inadequate. We believe the best solution to this problem
would be for the state legislature to close the loopholes that so many predotory equity
landlords are taking advantage of.



The recommendactions in Resolution 700 are very much in line with what Tenants & Neighbors
considers to be the most important reforms the legislature could make this session to address all
of the problems I've outlined: renewing the rent laws, repealing vacancy decontrol, and
repealing the Urstadt Law, 1t also calls for the protections of rent stabilization to be extended
to tenants in all buildings leaving the project-based Section 8 progrenm and the Mitchell Lama
program, which is a top priority for the tenants in the Mitchell-Lama P.LE. Campaign, which
Tenants & Neighbors coordinates. We strongly urge the Council to pass this resolution
immedicdtely,

There are o number of other legistative reform recommendctions we have, some of which were
included in the Omnibus rent bill the Assembly passed earlier this session, and some of which
were not. We would like to see the MCI and Individual Apartment Improvement rent increase
system changed so it is not so easy for landlords to use these systems to get rents to the
decontrol threshold. We could like the vacancy bonus to be reduced. We would like the change
made to the preferential rent system in 2003 undone, so the rent of preferential rent tenants
cannot be raised to the legal regulated rent upon lease renewal, only upon vacancy. And we
would like the City Council to have the power to approve or reject the Mayor's appointments
to the RGB. We would like to be able to count on the support of the Council if and when these
issues are taken up by the state legislature. We also have o separate legislative platform of
state level legislative reforms thet pertain to the unique challenges faced by rent controlled
tenants, about which one of our rent controlled members has submitted written testimony.

We would abso like the support of the Coundil in ensuring that the stote legislature does not use
the opportunity of the rent law sunset to further weaken the laws. We are extrernely
concerned by bill introduced by Senator Young that was recently passed in the Senate Housing
Committee that would undermine one of the most important tenant victories in recent years,
the Roberts v Tishrman Speyer court ruling, and we want to be sure that it is widely understood
that the New York City government will not tolerate the extension and strengthening of the
rent laws being contingent on the many tenants who were impacted by the Roberts decision
having to give up their rights as rent stabilized tenants. We cannot ask one group of tenants to
give up their rights to protect the rights of another group of tenants. We dil need to be in this
together.

We are also concerned about comments made by some landlord groups that rent regulation
should become a means tested system. We need to make sure the Council communicates as
loudly as possible o5 often as possible that while subsidy programs are, rightly, means tested,
rent regulation is not a subsidy program but rather o response to the severe housing shortage
in New York City and its suburban counties that protects tenants from landlord abuses thot
such a scarcity makes likely- speculative and unwarranted rent increases, and baseless or
retalictory eviction. And that whether or not someone has these important protections should
not depend on how much money he or she has.

We hope that Council Members will join the Real Rent Reform Campaign on one or more of
the weekly lobby trips we are taking to Albany on every Tuesday until the rent laws are
renewed, and dlso join us for our local actions. We also hope you will help educate your
constituents about the importance of getting involved in our campaign, no matter what kind
of housing that they may live in, so we can demonstrate that New Yorkers of ail walks of life
are united in the struggle to preserve our affordable housing, our tenants’ rights, and our city's
racial and economic diversity. Thank you for thé opportunity to testify today.
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The Legal Aid Society

The Legal Aid Society is the oldest and largest program in the nation providing
direct legal services to low-income families and individuals. The mission of the Society’s
Civil Practice is to improve the lives of low-income New Yorkers by helping vulnerable
families and individuals to obtain and maintain the basic necessities of life — housing,
health care, food and subsistence income or self-sufficiency. The Society’s legal assistance
focuses on enhancing individual, family and community stability by resolving a full range
of legal problems in the areas of immigration, domestic violence and family law,
employment, housing and public benefits, foreclosure prevention, .elder law, tax,
community economic development, health law and consumer law.

The Society achieves its mission in a number of ways. Through a network of 10
neighborhood and courthouse-based offices in all five boroughs and 23 city-wide and
special projects, thé Civil Practice provides free direct legal assistance in more than 30,000

individual legal matters annually. In addition, the Civil Practice represents low-income



New Yorkers in law reform litigation which benefits some 2 million families and
individuals each year. Overall, combining individual representation with law reform
litigation, advocacy and neighborhood initiatives, the Society successfully provides as
many low-income New Yorkers as bossible with access to justice. In addition to direct
Jegal services, the Society provides extensive back-up support and technical assistance for
community organizations in all five boroughs of the City, “know your rights” trainings for
community residents, and community education sessions on complex legal issues affecting
low-income communities. When it is the most efficient and cost-effective way to help
clients, the Society iJrovides legal representation to groups of clients with common legal
problems, including those referred by elected officials. Finally, the Society also operates an
extensive pro bono program through which over 1,000 volunteers provide more than 50,000
hours of free legal assistance to low-income New Yorkers annually.

The Legal Aid Society welcomes this opportunity to testify before the New York
- City Council Committee on Housing and Buildings concerning the catastrophic state of
emergency that New York City would face should the State Legislature fail to renew the
rent laws by June 15, 2011. Additionally, we believe that the laws must be not only
renewed but strengthened and thus strongly support A.2674/S.2783 and ask the Council to
pass Resolution 700.

Introduction _

The primary purpose of rent regulation in New York City and the suburban counties
has been to eliminate abnormal rents in an overheated market. Indeed, the Rent
Stabilization Law’s stated goal is to protect “public health, safety, and welfare...and to
prevent exactions of unjust, unreasonable, and oppressive rents and rental agreements.”
Rent Stabilization can only exist during a housing emergency which is defined by law as a
market where the vacancy rate has fallen below 5 percent. New York City first declared an
emergency in 1974, This emergency has endured throughout the years but the crisis which
had been chronic has become acute. Because the vacancy rate is so low, tenants cannot
move and exercise market power. The Rent Stabilization Law was meant to — and has
acted to — approximate the workings of a market where both parties have the power to

negotiate contracts.



On June 15, 2011, the Emergency Tenant Protection Act expires. If the State does
not act, millions of New Yorkers will be at risk of “unjust, unreasonable and oppressive
rents” and will face “uncertainty, hardship and dislocation.” Without rent regulation,
programs that the State has created to protect our elderly residents and residents with
disabilities, such as SCRIE (the rent increase exemption law for senior citizens) and DRIE
(the rent increase exemption law for persons with disabilities), will become meaningless,
and elderly New Yorkers and New Yorkers with disabilities will be threatened with
eviction and homelessness.

However, the laws must be not only extended, they must be strengthened. We
strongly support the State Legislature’s omnibus bill. While we support every section of
this bill, our testimony will focus on our top priorities: 1) the ETPA must be extended; 2)
the Urstadt Law must be repealed and local control must be restored to New York City; and
3) Vacancy Decontrol must be repeated.

Who Lives in Rent Regulated Housing?
‘Rent stabilization primarily serves 1o‘w-income people, people of color, and

immigmnts.I

¢ The median household income for rent-stabilized tenants is $36,000 a year,
compared to $50,000 for unregulated tenants and $70,000 for homeowners.>

¢ 39 percent of households with incomes below the federal poverty line live in rent-
regulated housing, as do 40 percent of households with incomes from 100 to 200
percent of the federal poverty line. Overall, 435,000 low-income families live in
rent-regulated housing.’

» 22 percent of rent-stabilized tenants have income below the federal poverty line, and
21 percent have incomes from 100 to 200 percent of the federal poverty line.*

* 53 percent of rent-stabilized tenants have household incomes below the New York
City median income.

e 22 percent of rent-stabilized tenants are black, 32 percent are Latino, and 9 percent
are Asian.

! Email from Tom Waters, Community Service Society to Ellen Davidson.
2 NYC Rent Guidelines Board, 2010 Jncome and Affordability Study, 8.

3 Vietor Bach & Tom Waters, Community Service Society, Making the Rent, 2008 to 2010, New Yorlk City
Rent Guidelines Board Hearing, April 30, 2010, at 1-2.

* Testimony of Tom Waters, Community Service Society, New York City Council Hearing, March 16, 2009,
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» 353 percent of rent-stabilized households are headed by immigrants or someone born
in Puerto Rico. -

Low rent apartments are predominantly occupied by low-income tenants.’

e The median household income for tenants in rent-stabilized apartments with rents
below $600 a month 1s $20,000 a year.

e 32 percent of rent-stabilized tenants with rents below $600 a month living in
poverty, and 27 percent have incomes from 100 to 200 percent of the federal
poverty line.

» 81 percent of rent-stabilized tenants with rents below $600 a month have household
incomes below the New York City median of 542,000 a year.

¢ The median household income for rent-stabilized tenants with rents below $1,200 a
month is $30,000 a year.

¢ 23 percent of rent-stabilized tenants with rents below $1,200 a month are living in
poverty, and 25 percent have incomes from 100 to 200 percent of the federal

poverty line.

s 66 percent of rent-stabilized tenants with rents below §1,200 a month have
household incomes below the New York City median of $42,000 a year.

» 37 percent of rent-stabilized tenants pay rent that is more than 40 percent of their
income.

e 49 percent of rent-stabilized tenants pay rent that is more than 30 percent of their
income.

e 77 percent of renters with income below the federal poverty line living in rent-
regulated apartments pay rent that is more than 50 percent of their income, a drastic
increase from 64 percent in 2005 and on par with such tenants in unregulated
apar’l:ments.6

(Except where noted, all of these figures are taken from an analysis of the U.S. Census
Bureau’s 2008 New York City Housing and Vacancy Survey.)

5 Email from Tom Waters, Community Service Society to Eflen Davidson
% Victor Bach & Tom Waters, Community Service Society, Making the Rent, 2008 to 2010, New York City
Rent Guidelines Board Hearing, April 30, 2010, at 4.



Declining Affordability of Housing

New York City is facing an acute shortage of affordable housing. In the last twenty
vears, the State has enacted laws which have contributed to the loss of affordable housing.
Since the passage of vacancy decontrol, automatic vacancy increases and the preferential

rent amendments, landlords have been given an incentive to harass tenants or commit

| massive fraud to create vacant apartments that can be deregulated with higher rents. In the
face of fewer rental opportunities and higher prices, New York City renters are suffering
from a growing disparity between what they can afford and their actual rent. Unfortunately,
the trend towards declining rent affordability is only going to continue as the recovery from
the Great Recession appears to be a jobless recovery. Tenants in New York City face an
increasingly dire situation and the loss of Rent Stabilization would be catastrophic for this
City.
Housing-related Hardships and Related Social Costs on the Rise

The rate of housing-related hardships’ among low-income renters has been
increasing in recent years." New Yorkers are increasingly relying on unconventional living
arrangements; nearly 15,000 residents live in households of 3 or more roommates unrelated
to the head of household.” High housing cost burdens and concentrated poverty are also
associated with a range of more serious social harms, imcluding higher arrest rates, poorer
nutrition and health, higher financial burdens for local governments, greater educational
failure, higher teenage pregnancy rates, more costly basic consumer goods, and greater

difficulty maintaining steady jobs.l"rJ

In addition, those suffering from high housing cost
burdens are more likely to be evicted and more likely to experience homelessness, !
Effect of Stagnant Low-Income Wages and Increasing Prices on Residents

Wages have not kept up with living costs, creating enormous pressure on

households to somehow meet the cost of necessities other than rent. Nominal wages

7 These hardships include the “lesser” hardships of rent/mortgage arrears and utility cut-offs and the “severe”
hardships of doubling up and using shelters.

8 Victor Bach & Tom Waters, Community Service Society, Making the Rent, May 2008, 24.

® Cara Buckley, “In New York, Breaking the Law on Roommates,” The New York Times, March 10, 2010,

Y Margery Austin Tumer, Current Rental Housing Market Challenges and the Need for a New Federal Policy
Response: Statement before the Committee on Appropriations, Subcommittee on Transportation, HUD, and
Related Agencies, US House of Representatives, 5; Douglas Rice and Barbara Sard, Center on Budget and
Policy Priorities, The Effects of the Federal Budget Squeeze on Low-Income Housing Assistance, 2.

' Douglas Rice and Barbara Sard, Center on Budget and Policy Priorities, February 1, 2007, The Effects of
the Federal Budget Squeeze on Low-Income Housing Assistance, 2.
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declined by 8.3 percent and real wages declined by 9.0 percent in 2009, but prices for
consumer goods in the New York metropolitan area increased 0.4 percent.”” Earnings for
low-end earners have declined; among low-income residents, the median wage and salary
income dropped from $15,000 in 2008 to $14,000 in 2009."* New York City residents must
pay increased rates for Con Edison and increased transportation costs for fare increases
implemented by the Metropolitan Transportation Authority (MTA).15 These price hikes in
the midst of a recession signal continued economic difficulty for the residents of New York
City, especially low-income New Yorkers who are already struggling to survive.
Growing Problem of Homeless Families

The scarcity of affordable housing, rising rents, and the increasing cost of living
‘have contributed to record use of the City’s shelters. In 2010, for example, an average of
36,175 children and adults slept in the shelters each night, and this modest increase in 2010
followed a 7% increase in 2009.'® The average shelter population is up considerably from
the average of 20,000-25,000 found in the 1990’s."7 More than 9,864 families with nearly
15,657 children are homeless.'®
Increased Displacement Pressure from Landlords Despite Profits

In rent stabilized buildings, from 2007 to 2008, operating costs and total landlord
income increased by comparable amounts--6.4 percent and 6.2 percent, respectively.lg In
2008, the Price Index of Operating Costs (which measures the cost of goods and services
used to operate and maintain New York City apartments) rose by only 4 percent.m Net
operating income grew by 5.8 percent from 2007-2008 and has been increasing for four

21

consecutive years.” On average, landlords of rent-stabilized buildings retain a monthly

average of $339 per rent-stabilized unit as pre-tax profit or for use in financing the building

ii NYC Rent Guidelines Board, 2010 Income and Affordability Study, 6.

Id at4.
4 v/ictor Bach & Tom Waters, Community Service Society, Making the Rent, 2008 to 2010, New York City
Rent Guidelines Board Hearing, April 30, 2010, at 5.
13 patrick McGeehan, “Average Con Edison Bill to Rise by $10 Over 3 Years,” New York Times, March 25,
2010. Michael A. Grynbaum, “Despite Bad News, Subway Chief Hopes to Hold Line on Fare,” New York
Times, Feb. 24, 2010.
16 NIYC Rent Guidelines Board, 2011 Income and Affordability Study, 11.
1" NYC Rent Guidelines Board, 207 I Income and Affordability Study, 11
13 Coalition for the Homeless, Fact Sheets htip://www.coalitionforthehomeless.org/page/-
/NYCHomelessShelterPopulationWorksheet02282011.pdf. Accessed May 2, 2011.
19 \YC Rent Guidelines Board, 2010 Income and Expense Study, 3.
2‘: NYC Rent Guidelines Board, 2009 Price Index of Operating Costs, 3.
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and improvements, equivalent to an estimated annual mean of $186,000 per building.* In
Manhattan, profit from rent-stabilized apartments is an even higher $582 per month.”*
Even after adjusting for inflation, landlords’ net operating income has increased 9.3 percent
from 1990 to 2008.

Despite landlords’ solid profit margin, landlords continue to apply pressure in an
effort to displace tenants. Both harassment and rent overcharge complaints to the State
Division of Housing and Community Renewal (DHCR) increased substantially in 2008:
harassment complaints were up 31 percent to 344 and rent overcharge complaints were up
20 percent to 1,038.2‘1 In addition, fear of displacement runs high; a third of Black and
Hispanic renters, 22 percent of White and 25 percent of Asian renters express concern that
they will be forced out of their neighborhoods over the next two years.”®
Declining Availability of Housing

Unfortunately for New York renters, declining affordability is coupled with
declining availability. The net vacancy rate of units available for rent was 2.91 percent in
2008, significantly below the 5.0 percent threshold that legally defines a housing
emergency.”® The number of vacant units affordable to low-income New Yorkers is even
more meager. In 2008, the vacancy rate for all units with rents between $500 and $799 was
only 1.5, and for apartments with rents between $800 and $999 only 2.2 percent were
vacant. The vacancy rate for rent-stabilized units was even more froubling, measuring just
2.14 percent,”” while the rate for units with monthly rents of less than $799 was 1.5
percent.”® The decrease in the availability of affordable vacant units is exacerbated by the
loss of at least 16,838 rent-stabilized housing units in 2008, primarily due to vacancy
deregulation.”” Units that remain available are increasingly out of the range of low-income
New Yorkers. From 2005 to 2008, the number of apartments renting for less than $1,000
per month fell by over 80,000, and the number renting for less than $800 per month fell by

2 NYC Rent Guidelines Board, 2010 Income and Expense Study, 8.
23
Id.
* Daily News, Tune 4, 2008, “Stabilized Apartments Down, Frets Up,” Adam Lisberg, 7 (quoting Leslie
Torres, State Deputy Commissioner for Rent Administration).
% Victor Bach & Tom Waters, Community Service Society, Making the Rent Summary, May 2008, iii.
% NYC Rent Guidelines Board, 2010 Income and Affordability Study, 7.
27
.
21
PNYC Rent Guidelines Board, Changes to the Rent Stabilized Housing Stock in New York City in 2008, 9, 13.
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nearly 55,000.*° Overall, from 2002 to 2008, there has been a 16.4 percent loss in rental
apartments that low-income houscholds can afford.’! Raising rents would only accelerate
the loss of increasingly scarce housing affordable to low-income New Yorkers.

The scarcity of available rent-stabilized housing is a part of an overall decline in the
availability of affordable housing. Conversion of single room occupancy buildings into
housing no longer affordable to low-income people continues; in 2009, 117 buildings
applied for the requisite Certificate of No Harassment. Furthermore, the steady decrease in
Mitchell-Lama units has accelerated, with at least 42,000 lost to Buyouts since 1985
There remain only 95,000 such units Jeft in the City today.>

Applicants for public or federally subsidized housing face similar shortages.
Indéed, 135,491 applicants are on the waiting list for public housing in New York City. >
The New York City Housing Authority NYCHA) accepted only emergency applicants into
the Section 8 program from May 15, 2007 to December 10, 2009, and stopped processing
voucher applications altogether in December 2009.> There are 125,403 families on the
waiting Hst for Section 8 vouchers.*

This combination of market forces and governmental decisions has worked together
to have a devastating effect on low- and moderate-income New Yorkers. The declining
number of vacant units available for rent, the fact that housing expansion has not kept pace
with population growth,”” and the Section 8 crisis have all contributed to the scarcity of

available affordable housing,

3 Coalition for the Homeless, State of the Homeless 2010: How Governor Paterson's Budget Will Make New York's
g{i;:*;)ric Homelessness Crisis Even Worse, 14.

32 NYC Rent Guidelines Board, 2010 Housing Supply Report, 8.

3 NYC Rent Guidelines Board, 2010 Housing Supply Report, 8.

3% New York City Housing Authority “Fact Sheet”, available at
http://www.nyc.gov/html/nycha/html/about/factsheet.shtml. Data accessed January 2011.

¥ New York City Housing Authority, “Section 8 Assistance,” available at
http://www.nye.gov/himl/nycha/html/section8/section8.shiml. Data accessed June 2010.

3New York City Housing Authority “Fact Sheet”, available at
hitp://www.nyc.gov/hitml/nycha/html/about/factsheet shtmi. Data accessed January 2011.

" Margery Austin Turmer, Current Rental Housing Market Challenges and the Need for a New Federal Policy
Response: Statement before the Committee on Appropriations, Subcommitiee on Transportation, HUD, and
Related Agencies, US House of Representatives, 2.



Extend the Emergency Tenant Protect Act

In light of the continuing housing emergency in the midst of the greatest economic
crisis since the Great Depression, the State must extend the Emergency Tenant Protection
Act. In Section 2 of the ETPA, the Legislature found that

a serious public emergency continues to exist in the housing
of a considerable number of persons in State of New York . . .
there continues to exist in many areas of the state an acute
shortage of housing accommodations cansed by high demand,
attributable in part to new household formations and
decreased supply, in large measure attributable to reduced
availability of federal subsidies and increased costs of
construction and other inflationary factors.

The Legislature further found

preventive action by the legislature continues to be imperative
in order to prevent exaction of unjust, unreasonable and
oppressive rents and rental agreements and to forestall
profiteering, speculation and other disruptive practices
tending to produce threats to public health, safety and general
welfare; that in order to prevent uncertainty, hardship and
dislocation, the provisions of this act are necessary. . . . .

These words are as true today as they were in 1974 when the ETPA was enacted.

If the State does not extend the ETPA, the financial cost to New York City would be
astronomical. Over 50,000 househqlds in New York City are covered by either the SCRIE
or DRIE benefits. These programs x;vill cease to exist for Rent Stabilized tenants if the laws
are not renewed. SCRIE and DRIE families are, by definition, low-income and either
elderly or disabled or both. These are our most vulnerable houscholds and they would be at
imminent risk of homelessness were the laws to expire. The cost of housing these families
would be enormous. Over 400,000 low-income families live in Rent Stabilized apartments.
If the Legislature fails to renew the laws, this loss would be catastrophic to the City. Rents
would increase precipitously. Families would have little money left to spend in the small
businesses in their communities. Without eviction protections, families will be dislocated
causing interruptions in education. The loss of stable neighborhoods will produce threats to
pubh:c health, safety and general welfare. New York City cannot afford the loss of Rent

Stabilization.



Repeal of Urstadt

The fact that the Urstadt law takes control over rent regulation out of the hands of
the elected representatives of the residents these policies effect, and gives it instead to a
body whose majority is not accountable to voters struggling with this problem remains a
fundamental injustice, and a source of devastating inaction. It has been too long since New
York City has had the authority to enact legislation to protect the shrinking source of
affordable housing. The Urstadt Law bars only New York City from enacting tenant
protections. Other localities with rent regulation may enact whatever legislation they
believe necessary. New York City must be allowed to control its own destiny on this
strictly Jocal issue. This fundamentally undemocratic law hamstrings New York City’s
ability to protect low- and moderate-income tenants who face ever-increasing rents. The
State should return to New York City’s democratically elected representatives the right to
protect its low and moderate income residents.
Repeal of Vacancy Decontrol Provisions

Further, the Vacancy Decontrol provision mﬁst be repealed in order to preserve the
affordable housing stock. In 1993, the State amended the rent regulation laws to permit
landlords to deregulate an apartment when the rent is $2000 and the apartment is empty.
Since that time, it has been the goal of many landlords to increase the rent of apartments to
over $2000 and to then empty those apartments. Ofien, landlords accomplish this by
committing massive fraud and by harassing their tenants until they leave. Once a landlord
empties an apartment, he can take advantage of lax oversight and opportunities in the law to
significantly raise rents. A landlord needs only to claim that he has made irﬁprovements to
the apartment, which result in a permanent increase to the legal regulated rent of one-
fortieth of the costs of the improvements. Landlords are not required to seek approval from
DHCR to ensure that these improvements have actually been made and that the alleged
costs are accurate, This lack of any oversight has led to many landlords exaggerating the
costs and illegally raising rents. It does not matter whether the market will bear a $2000
rent; the next tenant loses all the crucial tenure protections provided by Rent Stabilization,
such as a right to a lease renewal and the prohibition against eviction for causes other than
those explicitly stated in the Rent Stabilization Law and Code. It has become easier and

easier to reach the magic number of $2000. It is essential that this incentive be removed
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from the system. Vacancy Decontrol has led to tenant harassment, landlord fraud,
displacement of tenants, and destabilization of neighborhoods.  Repealing Vacancy
Decontrol must be the first step towards protecting our shrinking affordable housing stock.
We strongly support the repeal of Vacancy Decontrol.
Extend Rent Protections to Mitchell-Lama and Section 8 tenants

in this time of economic crisis, there is an urgent need to enact protections for
tenants in buildings whose owners buy out of the Mitchell-Tama program. We strongly
support the effort to extend rent regulations to former Mitchell-Lama buildings. We believe
extending rent regulations to former Mitchell-Lama buildings would both protect tenants
and preserve Mitchell-Lama housing.
Conclusion

Thank you for the opportunity to testify before the Council’s Committee on Housing
and Buildings today. This is a time of grave crisis in this State and this City. We were
facing a dire lack in affordable housing in New York City even before this financial crisis
hit. Before the record loss of jobs, New Yorkers were struggling to pay their rents. Over
the past year, we have reached record levels of family homelessness. According to the
prior testimony before Congress of Margery Austin Turner of The Urban Institute, “In
general, the lack of affordable housing stands in the way of economic productivity and
undermines the fundamental premise that full-time workers should be able to achieve a
decent standard of living for themselves and their families.”*®
Without affordable housing, New York City will not recover. We hope that the

Council will pass Resolution 700.
Respectfully Submitted:

Steven Banks
Adriene Holder
Scott Rosenberg
Judith Goldiner
Ellen Davidson
Robert Desir

38 Margary Austin Tumer, Current Rental Housing Market Challenges and the Need for a New Federal Policy Response:
Statement before the Committee on Appropriations, Subcommittee on Transportation, HUD, and Related Agencies, US
House of Representatives, 6.
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Testimony of Legal Services NYC Before the New York City Council Housing
and Buildings Committee Oversight Hearing on the Renewal of Rent
Regulation in New York City and Res. No. 700 - Resolution Calling Upon The
New York State Legislature to Renew and Strengthen The Laws Regulating
Rents and the Eviction of Tenants

May 9, 2011

Legal Services NYC (LS-NYC) thanks the City Council Housing and Buildings Committee for
holding this hearing, as well as for its continued leadership on housing issues of vital concern to low-
income New Yorkers. LS-NYC supports the renewal and strengthening of the state’s rent regulation
laws, and urges the City Council to pass Res No. 700 and to support A2674-A/S2783-A, comprehensive
rent reform legislation which has passed the New York State Assembly. Rent reguiation is an
irreplaceable tool for the preservation of affordable housing for the city’s most vulnerable residents.

Legal Services NYC provides free legal services in civil matters to low-income households in
New York City. The eighteen neighborhood offices of Legal Services NYC operate in diverse
communities throughout the City to represent low-income tenants in disputes involving tenants’ rights to
remain in their homes.

Manhattan Legal Services (MLS) is one of Legal Services NYC’s programs. Each year, MLS
assists thousands of poor Manhattan tenants facing eviction from their apartments. Many more people
would like to get help but cannot because we have limited resources. Many of our low-income clients can
barely afford their rent-regulated apartments; loss of rent regulation would force them out of their homes
and neighborhoods. Additionally, many landlords seek eviction of rent-regulated tenants because, once

the apartment is vacant, the landlord can take advantage of lax oversight of rent increases to increase the
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350 Broadway, 6™ Floor, New York, NY 10013
Phone: 646-442-3600 Fax: 646-442-3601 www. LegalServicesNYC.org
Michael D. Young, Esq., Interim Executive Director
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rent over the $2,000 limit which will then decontrol the apartment. We have seen case after case of
landlords who purchase rental buildings and try to evict long-term tenants—many of them elderly or
disabled—on frivolous grounds. Renewal and strengthening of rent regulation is critical to protecting

vulnerable New York City residents and stabilizing economically diverse communities in Manhatian.

Introduction

We urge the City Council to pass Res. No. 700 and to support A 2674-A/S2783-A, legislation
which has passed the New York State Assembly, and which provides for, among other important
reforms, the following:

(1) Renewal, without any weakening amendments, of the state rent protection laws and the state
co-op/condo conversion protection laws, which will expire on June 15, 2011; allowing these laws to
expire would create a housing catastrophe for New York City.

(2) Repeal of the Urstadt Law, which prevents New York City from enacting rent regulation
protections more restrictive than those contained in the laws passed by the state legislature: this law
reduces the City Council’s role to simply renewing the rent stabilization law every three years upon the
finding of a continuing housing emergency.

(3) Repeal of vacancy destabilization and re-regulation of most of the apartments that were
deregulated over the last 16 years. Repeal of vacancy destabilization is essential to remove the major
incentive for landlord harassment of vulnerable tenants and to prevent the continued erosion of New
York City’s largest stock of affordable housing.

In addition to these critical provisions, A 2674-A/S2783-A would provide other important reforms to
the rent stabilization system, including:

(4) Protection of apartments in former Mitchell-Lama and Section 8 buildings by placing them
under rent stabilization, including those buildings that have already left those programs and are now
unprotected;

(5) Reduction of incentives in the current law for landlords to displace low- and moderate-
income tenants in order to raise rents and move toward vacancy de-stabilization: a) the bonus owners
receive upon vacancy would be reduced from 20% to 10%; b) the amortization period for rent increases
based upon individual apartment improvements would be extended from 40 months to 60 months and
DHCR approval would be required; and ¢) preferential rents would extend for the life of the tenancy, as
opposed to ending at the landlord’s option at the end of the existing lease term.

(6) Rejection of any attempts to weaken the provisions of the Rent Stabilization Law that allow

tenants to enforce the law against landlords who overcharge tenants and illegally deregulate apartments.



1. Renewal of Rent Protection Laws and Co-op/Condo Conversion Protection Laws

The rent protection laws protect tenants—many of whom have incomes below the poverty line—
from losing their homes because of unrestricted increases in their rent. In addition to regulating rent
increases, the Rent Stabilization Law provides crucial tenure protections which tenants in unregulated
private housing lack. These protections include the right to lease renewal, succession rights for
remaining family members, and eviction restricted to causes specified in the law. All of these
protections provide tenants with the security that allows them to work and thrive in these challenging
times. Rent-stabilized tenants also have an enforcement system in the courts and the State Division of
Housing and Community Renewal (DHCR). Finally, in an increasingly segregated city, rent
stabilization preserves some racial and economniic integration in gentrifying neighborhoods.

New York City is facing a critical shortage of affordable housing. The emergency that was
declared in the passage of the Rent Stabilization Law has endured throughout the years, but the crisis,
which had been chronic, has become dire. In the last twenty years, the State has enacted laws which
have weakened tenant protections and contributed to the loss of affordable housing. By renewing rent
regulation and repealing vacancy decontrol, the state legislature would at least restore some of the status
quo that existed prior to weakening amendments passed in 1993 and 1997. By repealing the Urstadt
Law, the legislature would allow the City to take the proper measures to protect its residents and its most
important supply of affordable housing. Additionally, New York City is hemorrhaging affordable
apartments as federal and state subsidized projects privatize -extending rent stabilization to expiring
Mitchell-Lama and Section 8 housing would ensure the affordability of this diminishing housing stock.
A. Background

The number of homeless families in New York City has reached record highs in the face of a low
vacancy rate for apartments and the continuing decline in affordable rent stabilized and other sources of
housing within the financial reach of low-income New Yorkers. While tenants struggle to find and
maintain affordable housing, they must pay the increasing cost of basic necessities. However, landlords
have continued to profit. Low-income tenants in rent stabilized apartments have had to shoulder the
greatest burden of declining affordability in New York City rental market. The rental burden on
moderate-income tenants has also increased. Tenants in New York face an increasingly dire situation,
and the City Council should encourage the State to seize this historic opportunity to renew and enhance

the rent regulation laws.



B. Who Lives in Rent-Stabilized Housing?
The information below vividly illustrates who lives in rent-stabilized apartments:

e The median household income for rent-stabilized tenants is $36,000 a year, compared to $50,000

for unregulated tenants and $70,000 for homeowners.'

e 39% of housecholds with incomes below the federal poverty line live in rent-regulated housing.
Overall, 435,000 low-income families live in rent-regulated housing.”

¢ 16% of households living in stabilized housing make less than $10,000 a year.

e 37% of rent-stabilized tenants pay rent that is more than 40% of their income.

s 49% of rent-stabilized tenants pay rent that is more than 30% of their income.

o 77% of renters with income below the federal poverty line living in rent-regulated apartments
pay rent that is more than 50% of their income, a drastic increase from 64% in 2005 and on par
with such tenants in unregulated apartments.’

o 22% of rent-stabilized tenants are black, 32% are Latino, and 9% are Asian.

s 53% of rent-stabilized households are headed by immigrants or someone born in Puerto Rico.

(Except where noted, all of these figures are taken from analysis of the U.S. Census Bureau’s 2008 New

York City Housing and Vacancy Survey.)

C. Declining Affordability of Housing

In the face of fewer rental opportunities and higher prices, renters are suffering from a growing
disparity between what they can afford and their actual rent. Rents have increased 56% in the last
decade, far above the overall price increase of 34%.* An individual would have to work an astonishing
149 hours per week at minimum wage, 52 weeks a year, in order to afford an average two-bedroom
apartment in New York City.” Alternatively, the individual would need a wage increase to at least
$26.98 per hour, or $56,120 a year, in order to afford the same apartment.®

Unfortunately, this situation is exacerbated by the worst economic downturn since the
Depression. New York City’s unemployment rate increased for the third consecutive year, to an average

0f 9.5% in 2010, up from 9.3% in 2009.7 In addition, for the first time since 2003, the number of people

! NYC Rent Guidelines Board, 2010 Income and Affordability Study, 8.

2 Victor Bach & Tom Waters, Community Service Society, Making the Rent, 2008 to 2010, New York City Rent Guidelines
Board Hearing, April 30, 2010, at 1-2.

? Victor Bach & Tom Waters, Community Service Society, Making the Rent, 2008 to 2010, New York City Rent Guidelines
Board Hearing, April 30, 2010, at 4.

4 NYC Rent Guidelines Board, 2011 Income and Affordability Study, 8.

> NYC Rent Guidelines Board, 201! Income and Affordability Study, 9.

8 NYC Rent Guidelines Board, 2011 Income and Affordability Study, 9.

" NYC Rent Guidelines Board, 2011 Income and Affordability Study, 3.



employed in New York City has fallen, with a loss of over 255,000 jobs between April 2009 and April
2010. Low-income households have been most affected by the recession, where the unemployment rate
rose from 10.7% in 2008 to 15.2% in 2009.}

‘Tenants without jobs struggle to pay rent and obtain the necessities of life. The number of New
York City food stamp recipients increased 14.9% in 2010 after increasing 20% in 2009, and the number
of cash assistance recipients increased in 2009 for the first time since 2004 and continued to increase in
2010.° Bankruptey filings have been steadily increasing since 2005, with an 8.8% increase from 2009 to
2010."® Given the economic pressures facing low-income New Yorkers, it is critical that rent regulatory

laws be renewed.

D. Declining Availability of Housing

Unfortunately for New York renters, declining affordability is coupled with declining
availability. The net vacancy rate of units available for rent was 2.91% in 2008, significantly below the
5.0% threshold that legally defines a housing emergency.'! The number of vacant units affordable to
low-income New Yorkers is even more meager.'” The vacancy rate for rent-stabilized units measured
just 2.14%" and the rate for units with monthly rents of less than $799 was just 1.5%.'*

The decrease in availability of affordable vacant units is exacerbated by the loss of at least
16,838 rent-stabilized housing units in 2008, primarily due to high-rent vacancy deregulation.'
Between 1994 and 2010, according to DHCR data, at least 97,384 units were removed from rent
stabilization due to high-rent vacancy destabilization.'® Units that remain available are increasingly out
of the range of low-income New Yorkers. From 2005 to 2008, the number of apartments renting for less

than $1,000 per month fell by over 80,000, and the number renting for less than $800 per month fell by
nearly 55,000.17 Overall, from 2002 to 2008, there has been a 16.4% loss in rental apartments that low-

# Victor Bach & Tom Waters, Community Service Society, Making the Rent, 2008 1o 2010, New York City Rent Guidelines
Board Hearing, Aprit 30, 2010, at 5.

* NYC Rent Guidelines Board, 207 Hincome and Affordability Study, 7.

" NYC Rent Guidelines Board, 2071 Income and Affordability Study, 7.

""NYC Rent Guidelines Board, 2070 Income and Affordability Study, 7.

12 1n 2008, the vacancy rate for all units with rents between $500 and $799 was only 1.5 and for apartments with rents
between $800 and $999, only 2.2 % were vacant,

13 Id

147

"*N'YC Rent Guidelines Board, Changes to the Rent Stabilized Housing Stock in New York City in 2008, 9, 13.

'*NYC Rent Guidelines Board, Changes to the Rent Stabilized Housing Stock in New York City in 2009, 6. (These were units
registered with DHCR as deregulated. Additional apartments are destabilized, but not registered with DHCR. There is no
penalty for failure to register a destabilized apartment.)

17 Coalition for the Homeless, State of the Homeless 2010: How Governor Paterson’s Budget Will Make New York’s Historic
Homelessness Crisis Even Worse, 14.



income households can afford.”® Raising rents would only accelerate the loss of increasingly scarce
housing affordable to low-income New Yorkers.

The scarcity of available rent-stabilized housing is a part of an overall decline in the availability
of affordable housing. In 2009, 117 buildings applied for conversion of single room occupancy
buildings into housing no longer affordable to low-income people continues. Furthermore, the steady
decrease in Mitchell-Lama units has accelerated over the past several years, with at least 42,000 lost to
buyouts since 1985."° There remain only 95,000 such units left in the City today.20

Applicants for Section 8 housing face similar shortages: 124,000 applicants are on the waiting
list for Section 8 housing vouchers in New York City.zl This combination of market forces and
governmental decisions has had a devastating impact on low and moderate income New Yorkers. The
declining number of vacant units available for rent, the fact that housing expansion has not kept pace
with population growTh,22 and the Section 8 crisis have all contributed to the scarcity of available

affordable housing.

E. Housing-related Hardships and Related Social Costs on the Rise

The rate of housing-related hardships23 among low-income renters has been increasing in recent
years.24 New Yorkers are increasingly relying on unconventional living arrangements; nearly 15,000
residents Tive in households of three or more roommates unrelated to the head of househoid.”® High
housing cost burdens and concentrated poverty also cause a range of more serious social harms,
including higher arrest rates, poorer nutrition and health, higher financial burdens for local governments,
greater educational failure, higher teenage pregnancy rates, more costly basic consumer goods, and

greater difficulty maintaining steady jobs.*® In addition, those suffering from high housing cost burdens

*® 1d.

¥ NYC Rent Guidelines Board, 2070 Housing Supply Report, 8.

2 NYC Rent Guidelines Board, 2010 Housing Supply Report, 8.

2 NYC Rent Guidelines Board, 2017 Income and Affordability Study, 10.

2 Margery Austin Turner, Current Rental Housing Market Challenges and the Need for a New Federal Policy Response:
Statement before the Committee on Appropriations, Subcommittee on Transportation, HUD, and Related Agencies, US
House of Representatives, 2.

2 These hardships include the “lesser” hardships of rent/mortgage arrears and utility cut-offs and the “severe” hardships of
doubling up and using shelters.

# Victor Bach & Tom Waters, Community Service Society, Making the Rent, May 2008, 24.

2% Cara Buckley, “In New York, Breaking the Law on Roommates,” The New York Times, March 10, 2010.

2% Margery Austin Turner, Current Rental Housing Market Challenges and the Need for a New Federal Policy Response:
Statement before the Commiitee on Appropriations, Subcommittee on Transportation, HUD, and Related Agencies, US
House of Representatives, 5; Douglas Rice and Barbara Sard, Center on Budget and Policy Priorities, The Effects of the
Federal Budget Squeeze on Low-Income Housing Assistance, 2.



are more likely to be evicted and more likely to experience homelessness.”” Notably, high housing cost
burdens particularly affect families. Over half of households with children {54%) experienced housing
hardship in 2007, compared to 30% among adult households.”® Over a quarter of those with children
(27%) experienced multiple hardships, compared to 15% of adult households.?”’ Furthermore, the
hardship rates among families with children with income levels between 100 and 200% of the poverty
line have surpassed the high hardship rates among families with income below the poverty line.*®

In addition to financial hardships, many tenants are experiencing worsening housing conditions,
as landlords fail to put increased profits back into their buildings. The City’s Department of Housing
Preservation and Development (HPD) reported a significant increase in the number of complaints
concerning housing conditions in FY 2009 as compared to FY 2008, with emergency complaints rising

by close to 6% and heat and hot water complaints by more than 15%.>'

F. Effect of Stagnant Low-Income Wages and Increasing Prices on Residents

Wages have not kept up with living costs, creating enormous pressure on households to
somehow meet the cost of necessities other than rent. Nominal wages declined by 8% and real wages
declined by 8.4% in 2009,*2 but prices for consumer goods in the New York metropolitan area increased
1.7%.% Earnings for low-end earners have declined; among low-income residents, the median wage and
salary income dropped from $15,000 in 2008 to $14,000 in 2009.** In addition, in April 2010 Con
Edison began implementing a three-year rate plan that will raise the average New York City resident’s
bill. * Transportation costs are also rising. The Metropolitan Transportation Authority (MTA)
implemented a 10% fare increase in June 2009 and a 7.5% increase at the beginning of this year.*
These price hikes in the midst of a recession signal continued economic difficulty for the residents of
New York City, especially low-income New Yorkers who are already struggling to survive.

Increases in the cost of basic necessities have a particularly severe impact on low income New

Yorkers, who already have very limited residual income remaining after paying a high percentage of

* Douglas Rice and Barbara Sard, Center on Budget and Policy Priorities, February 1, 2007, The Effects of the Federal
Budget Squeeze on Low-Income Housing Assistance, 2.
* Victor Bach & Tom Waters, Community Service Society, Making the Rent, May 2008, 30.
* Victor Bach & Tom Waters, Community Service Society, Making the Rent, May 2008, 30.
*® Victor Bach & Tom Waters, Community Service Society, Making the Rent, May 2008, 25.
*! City of New York, Preliminary Mayor’s Management Report, February 2010, 69, available at
http:/f'www.nyc.gov/html/ops/html/mmr/mmr_sub.shtml. Accessed June 2010.
Zj NYC Rent Guidelines Board, 2011 Income and Affordability Study, 6.
Id at4.
* Victor Bach & Tom Waters, Community Service Society, Making the Rent, 2008 to 2010, New York City Rent Guidelines
Board Hearing, April 30, 2010, at 5.
¥ Patrick McGeehan, “Average Con Edison Bill to Rise by $10 Over 3 Years,” New York Times, March 25, 2010.

3 http://fwww.mta.info/mta/2011_fare change nyct.html



their income for rent. From 2005 to 2008, low-income renters suffered a 4% decrease in residual
income, with renters living below the poverty line facing an even more acute 9% decrease, an average
drop from $146 to $133 per month (measured in 2007 dollars).>” Families living below the poverty line
have only a little over $4 per day per household member to cover all non-rent expenses, including food,
transportation, and medical costs.’® A further reduction in affordable housing will only exacerbate the

crises that poor households experience, leading to increased costs for society as a whole.

G. Growing Problem of Homeless Families

The scarcity of affordable housing, rising rents, and the increasing cost of living have contributed
to record use of the City’s shelters in 2010. “An all-time high number of New Yorkers turned to
homeless shelters last year and the homeless shelter population was larger than at any time since the city
began keeping records, according to a report by the Coalition for the Homeless, an advocacy group,
based on city data. A record 113,553 homeless people slept in shelters in the last fiscal year, including
28,977 families.” An average of 36,175 children and adults slept in the shelters each night in 2010, a
0.7% increase over 2009, following a 7% increase in 2009 over 2008.%% Since 2008, the overall
homeless shelter population has risen an alarming 9%.41 Even more distressing is the 10.1% increase
since 2008 in the number of homeless families with children in the shelters each nigh‘c.42 A decrease in
affordable housing will only push more families from their homes onto the streets. In addition to the
tragic human costs, the increased need for shelter will result in increased financial costs for the City in

sheltering homeless families at a time of decreasing revenue in the City budget.

H. Increased Displacement Pressure from Landlords Despite Profits
Landlords are doing quite well, despite the economy that increasingly places a strain on low-
income New Yorkers. In rent stabilized buildings from 2008 to 2009, operating costs increased by only

0.1%, while total landlord income increased by 1.8%.* Net operating income grew by 5.8% from 2008

¥ Victor Bach & Tom Waters, Community Service Society, Making the Rent, 2008 to 2010, New York City Rent Guidelines
Board Hearing, April 30, 2010, at 4.

¥ Id. at4-5.

¥ Mosi Secret, “A New First Stop for Homeless Families,” New York Times, May 3, 2010, available at
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to 2009 and has been increasing for five consecutive years.** Even after adjusting for inflation,
landlords’ net operating income increased 9.3% from 1990 to 2008.

Despite landlords’ solid profit margin, landlords continue to attempt to displace tenants. Both
harassment and rent overcharge complaints to the Division of Housing and Community Renewal
(DHCR) increased substantially in 2008: harassment complaints were up 31% and rent overcharge
complaints were up 20%."* In addition, fear of displacement runs high; a third of black and Hispanic
renters, 22% of white and 25% of Asian renters express concern that they will be forced out of their
neighborhoods over the next two years.*

In sum, the situation facing low-income New Yorkers calls for preservation of existing

protections and changes in the law that will increase the security of a substantial portion of New York

City’s scarce stock of affordable housing.

II. Needed Reforms: Repealing the Urstadt Law will allow home rule for New York City, so that
it may regulate its own housing.

It is far more appropriate for the City Council to determine what measures are most suited to
regulate rents and evictions in New York City than for the State legislature, which is controlled by
legislators living in districts with a vastly different housing stock and a population with needs much less
desperate than New York City’s. Among other things, the City Council could require approval of Rent
Guidelines Board appointments, ensure that tenants receive proper notice of deregulated apartments and

limit circumstances in which tenants can be evicted for owner use.

HI. Needed Reforms: Repeal of Vacancy Destabilization Provisions

In 1993, the State amended the rent regulation laws to permit landlords to deregulate an
apartment when the rent reaches $2,000 and the apartment is empty. Since that time, many landlords
have sought to empty apartments and increase the rent to $2,000 or more. Often, landlords accomplish
this by committing massive fraud and by harassing their tenants until they leave.*’

Once a landlord empties an apartment, he can take advantage of lax oversight and opportunities
in the law to significantly raise rents. First, a landlord can claim he has made improvements to the

apartment, improvements which result in a permanent increase to the legal regulated rent of one-fortieth

“Id.

* Daily News, June 4, 2008, “Stabilized Apartments Down, Frets Up,” Adam Lisberg, 7 (quoting Leslie Torres, state Deputy
Commissioner for Rent Administration).

“ Victor Bach & Tom Waters, Community Service Society, Making the Rent Summary, May 2008, iii.

4 Aguaiza v. Vantage Properties, 69 A.D.3d 422 (1¥ Dep’t. 2010)



of the costs of the improvements. Under the Rent Regulation Reform Act of 1997, there is no DHCR
approval required to ensure that these improvements have actually been made and that the alleged costs
are accurate. Landlords often exaggerate the costs and illegally raise the rent. Furthermore, the Rent
Regulation Reform Act of 1997 allows a landlord to take an automatic 20% vacancy allowance. The
combination of these increases often results in a rent of $2,000 or more a month. Since there is no
government review of the process by which the apartment is deregulated, the landlord need only claim
the rent is $2,000 or more, and the apartment is deregulated.

At Manhattan Legal Services, we recently had a case where the landlord alleged in the
nonpayment petition that the apartment is not subject to rent regulation because the tenant moved in
when the rent was already above $2,000. A closer examination of the lease and its rider revealed that
the landlord characterized the tenant’s monthly rent of $1,100 as a preferential rent. Further, even if we
take the alleged last regulated rent and add all the Major Capital Improvement (MCI) increases, the rent
would still be around $1,687. Clearly, the landlord was trying to defraud the tenant and deprive her of
the protections of rent stabilization.

It does not matter whether the market will bear a $2,000 rent; the next tenant loses all the crucial
tenure protections provided by rent stabilization, such as a right to a lease renewal and the prohibition
against eviction for causes other than those explicitly stated in the Rent Stabilization Law and Code. It
has become easier and easier to reach the magic number of $2,000. It is essential that this incentive be
removed from the system. Vacancy decontrol has led to tenant harassment, landlord fraud, displacement
of tenants and destabilization of neighborhoods. Repealing vacancy decontrol must be the first step
toward protecting our shrinking affordable housing stock. We strongly support the repeal of vacancy
decontrol.

Additional provisions of A2674-A/S2783-A would also remove some of the weakening
loopholes in the Rent Stabilization Law that lead to tenant displacement and lead to landlord harassment

of tenants, especially low-income tenants who lack alternatives if they lose rent-regulated apartments:

» Reducing the statutory vacancy allowance from 20% to 10% and limiting collection of that
allowance to one time per year will remove an incentive for landlords to create vacancies while
still giving landlords adequate compensation for vacancy expenses.

e Extending the amortization period from 40 to 60 months for individual apartment improvement

rent increases and providing more regulation of the approval process will help to end a
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widespread abuse of the rent laws by landlords,* reduce the incentives to create vacancies and
help to keep units affordable.

* Restoring the pre-2003 interpretation of preferential rents will maintain stability in rent-
stabilized rents and prevent displacement of tenants. Prior to 2003, once a landlord offered a
preferential rent to a tenant, future rent increases would be based on the preferential rent for the
lifetime of the tenancy. Under current law, the landlord has the option of basing rent guidelines

increases on the higher legal regulated rent whenever the existing tenant’s lease is renewed.

IV. Protection Under the Rent Stabilization Law for Former Mitchell-Lama and Sectjon 8
Projects

Since 1990, there has been a 12% loss in project-based Section 8 housing, leaving only 82,897
subsidized privately-owned apartments remaining in New York City. Senior citizens and individuals
with disabilities comprise 40% of the tenant population living in project-based Section 8 developments.
These subsidized developments protect long-time residents and ensure the continued presence of
affordable housing even as neighborhoods changes and rents increase. Rent regulation should be
extended to include these buildings when they exit the federal subsidy program. Regulating former
project based Section 8 buildings is a good first step. Mitchell-Lama projects that were built and

occupied after January 1, 1974 need the same rent protections.

V. Additional Provisions
Additional provisions in A2674 will provide needed reforms to the rent regulation laws and help
to restore the status quo prior to the weakening amendments of the 1990s and 2000s. For example:

* Limiting recovery of rent-stabilized apartments for use by an owner or family member of the
owner to one apartment, and limiting that recovery to situations of immediate and compelling
necessity, will end an abuse of the rent laws designed to remove tenants, especially vulnerable
tenants paying aftfordable rents, from their homes.

* Making major capital improvement increases a temporary surcharge will ensure that owners
recover the costs of making improvements without imposing permanent rent increases that make

apartments unaffordable.

*® See Association of Neighborhood and Housing Development, The $20,000 Stove: How Fraudulent Rent Increases
Undermine New York's Affordable Housing, January 2009, available at http :/fanhd.org/resources/resources.html
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Conclusion

Thank you for the opportunity to testify before the City Council Housing and Buildings

Committee. This is a time of grave crisis in this state and this city. We are facing a dire lack of

affordable housing in New York City exacerbated by the current economic downturn. We hope that the

City Council will pass Resolution No. 700 and do all that it can to encourage the State Legislature and
the Governor to sign A2674, which would renew rent regulation and strengthen its vital protections for

many of the state’s most vulnerable tenants.

Respectfully submitted,

Samuel W. Lui, Esq.
Manhattan Legal Services
90 John Street, Suite 301
New York, NY 10038
(646) 442-3100

Raun J. Rasmussen, Esq.
David Robinson, Esq.
Legal Services NYC

The Legal Support Unit
40 Worth Street, Suite 606
New York, NY 10013
(646) 442-3600
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TESTIMONY OF THE URBAN JUSTICE CENTER, NbRTHERN MANHATTAN
| IMPROVEMENT CORPORTION, CAMBA LEGAL SERVICES,, AT THE CITY COUNCIL
HOUSiN G AND'BUILDINGS COMMITTEE HEARING Oht RES.NO.700
| Mayv9,2011

| .
Good morning. My name is Harvey Epstein; I am the Project Director of the

: Com'muni'ty Development Project at the Urban Justice Center. The Urban Justice Center is a

pro;ect-based umbrella legal services and advocacy organrzatlon serving New York Clty
residents. In the past 25 years the Urban Justice Center has provided direct legal

assistance, systemic advocacy and community education to low and moderate income rent

- regulated tenants in New York City. The Community Development Project (CDP) of the

Urban Justice Center formed in Septernber 2001 to provide legal, technical, research and
policy assistance to grassroots community groups engaged in a wide range of oommunity
development efforts throughout New York Clty Our work is mforrned by the belief that real
and lastmg change in low—mcome urban nelghborhoods is often rooted in the
empowerment of grassroots, community institutions.

Thel SRO Law Project is eprogram of Goddard Riverside Community Center, a community-based,

not-for-profit, social service agency that works to meet people’s basic needs — food, shelter,

[- ) '
* education —and bring them together for mutualK aid and social action. Since its founding in 1981,

the SRO Law Project has been dedicated to the preservation of affordable housing for poor,
low-income and working individuals and families, with a primary focus on single room occupancy
(SRO) housing. The SRO Law Project provides free legal representation, tenant organizing

1



assistance and know-your-rights trainings to low-income residents of SRO and apartment
buildings on I\danhatté.n’s W esf Side. |

Northém Manhattan Improvement Corporation Legél Services Departmeﬁt (NMIC) Since its
founding in 1-979, NMIC's Legal Services Department has-provid;:d bilingual legal services to
residents of upper Manhattan and has served as the only locally-based legal services provider in
Washington Heights/Inwood.

The Legal Serv1ces Department s mission is to pr0v1de hlgh quality, free civil legal representanon
and advocacy NMIC prov1des a broad range of legal services hlstorlcally focused on the needs of
the area’s low 1ncom;e residents, many of whom are immigrants. Over the years, NMIC has
extended its services to include needy individuais and gfoups thrbughout the borough of

~ Manhattan. Where appropriate, NMIC has brought city-wide imi)act litigation. NMIC’s practic¢
areas include iandlord/tenaﬁt, pl;lbliC benefits, disability, enviroimental law {focusing on
childhood lead poisoning preventioﬁ, mold and asthn‘ia trigéers) immigration, C(I)nsmne'rrlaw,
dorﬁestic violencé and immigration matters. Legal representationl is provided in all appropriate
courts and tribunals, including appellate courts in bbth the state and federal jur_isdictioné:. Clients
range from individuals, building-wide tenant associations, client groups and court approved class
litigants. | | |
NMIC’S legal staff of attorﬁeys, paralegals and legal assistants provide approximately 10,000
clients a year with community based civil légal services ranging from simple advice to city-wide
class action litigation and law reform appellate advocacy.

CAMBA is a non-profit community agency founded in 1977 that serves more than 35,000

individuals and families a year in a variety of service areas including Housing and Homeless

¢ g
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Services, Economic Development, HIV/AIDS Services, among others. CAMBA Legal
Services is the legal services arm of CAMBA. Established in 1993, CAMBA Legal Services
provides free legal counsel and representation to low-incqme and working poor Brooklyn and
Staten Island residents. Lasi year, we served over 2,800 clients, 956 in housing matters, -

Our organizations welcomej the opportunity to give testimony before the New York
. City Council Housing and Buildings Committee. We urge the City Council to support Res.
No. 700. The renewal of rent stabilization is critical to the presér'vafion of affordable
housing in New York City. The City Council should also support the efforts of the N ew York
State Assembly fo scale back some of the most damaging provisions of the 1997 Rent

Regulation Reform Act.

Support Res. No. 700—Rent Stabilization plays an essential role in preserving
affordable housing.

The renewal of the Rent Stabilization‘Law (RSL) is essential for [ow-income New Yorkers.
Contrary to certain myths, rent-stabilized tenants aré primarily of low and moderate
income, 22.5% (close to 240,000 households) have‘incomes below the poverty level. In
addition to regﬁlating rent increases, the RSL ;Jrovides crucial tenure protections that
tenant in unregulated pri(rate housing lack. The right to léﬁse renewal, succession rights
for remaining family members, protection against eviction except for causes specified in
the lawlis all essential in allowing tenanits to remain in their homes: Rent-stabilized tenants

also have an enforcement system (albeit a weakened one) in the courts and the State

Division of Housing and Community Renewal. Finally, in an increasingly segregated city,



rent stabilization preserves some racial and economic integration in gentrifying

‘neighborhoods.

Support Res. No. 700—The Urstadt Law unfairly prevents New York City from

~ regulating its own bhousing.

We also urge you to support the resolution'urging repeal of the Urstadt Law, which
prevents New York City from enac_fing rent regulation laws more strict than tho’se passed .
by the State Legislature. This law clearly takes away from the City Council (and thus the
voters of the City) the power to decide what is best of New York City. The Urstadt Law
imposes upon the City the unconstructive stalemate that is Albany politics with respect to
housing and unfairly penalizes low and moderate-income tenants whose homes are at |
stake. Moreover, it usurps the authority of local elected officials tomaintain local control
over housing policy |

Support Res. No. 700—The New York State Assemﬁly has taken the lead in ektending

rent regulation and reversing some of the setbacks from the 1997 Rent Regulation

Reform Act

" The City Council should send a strong message of support for the Omnibus housing
biH,‘ which extends the state’s rent regulation laws and reverses some of fhe lqsses to
tenants suffered when tﬁe laws were renewed in 1993 and 1997. While we would like to
see more of the many protections lost in the Rent Regulatiqn Reform Acts of 1993 and
1997, as well as the revised Rent Stabilization dee of 2000, and the Assgmbly hills are an

important first step in the right direction.



One important change in the bill passed by tﬁe Assembiy is the elimination of “high
rent” decontrol, in which vacant apartments that can legally rented for $2000 or more are
removed from the rent stabilization system, meaning that the landlord can charge any rent
that can be collected and the tenants lose all the tenure proteotions. that come with rent
stabilization.

Vacancy decontrol has in fact resulted in the decontrol of over 200,000 apartments
in New York City and'a_o unknown numbyer in Nassau, Rockland and Westchester Counties
in the past fifteen years. Units are be‘i‘ng lost at a rapidly accelerating pace. At the present
- rate of decontrol, half the rent-regulated universe will be gone in the next 10 years.

The key proolem is high-rent vacancy decontrol. While proponents touted this as
"luxury” decontrol and claimed ft would only affect the highest-rent Manhattan
neighborhoods, this provision has allowed landlords to permanently remove vacant
apartments in all parts of New York City and the surrounding suburbs from the system of
© rent protections.

Wi.th the 20 percent statutory vacancy bonus and a one-time investment in
‘apartment improvements, a landlord cao easily raise the legal rent on a $1,000 apartment
to overthe $2,0 Ob decontrol threshold. The new tenant is not entitled to receive a lease or
a lease renewal, and the rent oan be raised by any amount at any time. This is true even if

. the apartment is renting for less than $2000 a month, as long as the Iegol rent is over that-
amount.’ Furthermore, if an unregulated tenant wanted to assert their rights to live in safe-
and sanitory conditions under existirig law, by seeking repairs, fo_rmihg a tenants

association, the failure to maintain eviction protections could subject them to removal by



the owner in retaliation to their protected action. -
What's more, it is very easy for landlords to cheat and simply claim that an
apartment is deregulated without doing the legally re_quired work. They are not required to
submit any proof of the amount spent on apartment improvements unless the new tenant
files ah overcharge complaint. lWith no tenant protections a’nd a justified fear of retaliation,
few unregulated tenants do this.
If the Senate and governor simply renew rent control and rent'stabili_zétion "as is,"
: they will in fact be phasing the rent laws out. We urge the City Council to pass this
Resolution urging the Senate and Governor to join the Assembly and repeal high-rent
ﬁacﬁﬁcy decontrol.

Another importanf aspect of the Assembly Bills is that it expands the rent laws to
cover sevefal critical types of housing that are now unprotected. The Emergency Tenant
_Protection Act would be extended to provide rent stabilized for project-based Section 8
buildings where the landlord opts out, and for Mitchell-Lama buildings ﬁrs-t occupied after
1973 where the landlord buys out |

Mor‘eover, it limits to one the number of rent-stabilized apartments landlords may

recapture (by failing to renew the lease of the.existing tenant) for the owner’s personal use
or that of a family member. This .pfovision would curtail another abuse of the current
system by landlords who ostensibly need apartments for the use of their families, but are
actually seeing to create vacancies and their resulting large rent increases.‘ Secondly, it will
séverely restrict the loophples fhat exist in the rent law for ;ubstantial rent increases for

Major Capital Improvement and Individual Apartment Improvements. Currently, landlord



can price out existing rent stabilized tenants by applying for MCI's which push the rent to

unaffordable levels.

Background: Rent Regulation and the Housing Crisis
Introduction: An existing housing crisis has worsened in the past vear.

To state the obvious, rents in New York City are spiraling out of control The
citywide vacancy rate has declined to 2.88%, according to the 2008 Housing and Vacancy.
Survey. Rents. have increases dramatically throughout New York City. In addition, family
income has not. 2008 Housing and Vancancy Survey determined that the average income
for a Rent Stabilized household is $36,000 while an unregulafed household is $50,000.
More importantly, that same survey determined that the owner’s income was in excess of
$70,000.

The 2010 Income an& Affordability Study of the Rent Guidelines Board found that
actual wéges of New Yorkers decreaéed By 3.4% in 2008 and unemployment was in excess
of 9.5%. In addition, Bronx County saw the highest unemployment of 12-.2%.

In the wake of the 9/11 tragedy and its long-term negative impact on low-income
New Yorkers, the hoﬁsing situation remains in critical condition.! Major deregulation and
substantial vacancy increases have allowed rents tolfar ‘exceed tenant income. In addition,
landlords'ﬁave be.en given free reign to use various legal and illegal means to decontrol
their apartments, resulting in the permanent revocation of rent-regulated s’cafus and even

higher rents for tenants




Rent to Income Ratios have become even more burdensome for New YOrkers.

ent to Income Ratios have become eveh more burdensome for New Yorkers.

The 2008 Hoﬁsing and Vancancy Survey . One third of all middle-income stabilized
households paid 309%-50% of their income on their monthly rents, and approximately 25%
of renter households continue to try to pay over 50% of their income to cover the rent.

These alarming statiétiés have become even more horrific in the past year,
aggravated by increasing unemployment and lost wages. In a bad economic year, the
between rents and income gap-has not narrowed, but rather increased. Abcording to the
Departmient of Housing and Urban Development, low-income renters were left out of the -
economy's grqwth in past years and have a;lso been most acutei& affer.;ted by the recent
economic downturn. It is evident that millions of working poor families struggle to secure
. decent affordable housing are left to compete for dwindling supply of affordable housir_lg
available on private markets. With huge increases in homeless, including families, loss of
the advantage program, poor and working poor families will have little or no option if they
loose their rent regulated housing.

Meanwhile, as stabilized households struggle to pay their rents, their landlords
continue to hlake increasing profits. While operating costs may be increasing, landlord
continue to see an increase in apartment being;removed from rent regulatiqn. ‘While the
{/acancy rate and housing availability of stabilized and IOW-FE;’lt housing for needy people
remains éxtrt_emely low, landlords héve seen notable increases in income. The current
~revenue a\}ailable to property owners, after payments-of their operating costs, surpasses
levels last seen in the late 1980s. Finally, as property owners continue to see greater

revenues, they are also spending a smaller portion of dollars in rent or income on operating



costs.

In short, while landlords’ profits have been sfeadily on the rise, tenants of stabilized
housing are left to cope with rent increases that swallow more and more of their incomes.
Landlords are still receiving substantial proﬁts from the current housing market, and

" tenants are struggling more and more to simply stay afloat.

Rent increases will exacerbate our already alarming levels of homelessness.

For low-income tenants displgced from rent-stabilized apartments who must lo‘ok
for alternative housing, the situation‘is bleak, as other types of housing are incréasingly
unavailable. .The average number o_f si‘ngle adults and families staying in temporary
housing in the shelter system has increased to record levels in the past year. According to
the New York City Department of Homé]ess Services shelter census reports, the number of
~ homeless people staying in shelters had risen to shocking levels. The numbers can be
expected to rise as the economy continues slufnp, the City recovers from a weak economic
recovery, rent increases continue, and the number of people recei\}ing public entitlements
declines. It is extremely difficult to justify placing hundreds of families out on the street
and asking taxpayers to pay for them to stay in emergency shelters while these families
struggle to find available and adequaté Section 8 or public housing. This is becoming
especially costly to taxpayers, since the average length of stay by families in the shelter
syétem is again .rising because of the difficulty in finding any affordable housing

Itis imperétive that the New York State legislature and Governor not only renew the

" rentlaws but also strengthen and expand them.



Conclusion

The Urban Justice Center strongly urge renewal and strengthening of the rent laws.

We also urge passage of the resolution pending before the Council.

Respectfully submitted,

Harvey Epstein, Esq

Director- Community Development
Urban Justice Center

123 Williams Street

New York, NY 10038

(646) 459-3002 '

Kathleen Masters
General Council
CAMBA ,
885 Flatbush Avenue
Brooklyn, NY 11226
(718) 282-2500
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Marti Weitzman :

Director - SRO Law Project

Goddard Riverside Community Center -
51 West 109t Street

New York, NY 10025

(212 799-9638

Ken Rosenfeld

Director of Legal Services
NMIC

76 Wadsworth Avenue
New York, NY 10033
(212) 822-8300
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May 9, 2011

Good Afterncon. Thank you, Chairman Dilan and committee members, for this opportunity to
testify about the need to renew, and most importantly, strengthen our rent regulation laws.

My name is David Hanzel and I am the Director of ANHD INC. ANHD INC. is a not-for-profit
social welfare organization which advocates on behalf of over 100 New York City
neighborhood-based housing groups- CDCs, affordable homeownership groups, supportive
housing providers and community organizers. ANHD INC. advocates for comprehensive,
progressive housing polices and programs to support affordable, flourishing neighborhoods for
all New Yorkers, especially our lower income residents.

In 2008, the year for when the most recent Housing and Vacancy Survey data is available (see
chart below), there were 951,595 rent stabilized units in New York City. This is a large number
and represents the homes of approximately 2 million New Yorkers. However, as you all know,
the number of rent stabilized apartments used to be much higher. Between 2002 and 2008, we
lost almost 341,000 rent stabilized units according to analysis conducted by the Furman Center at
NYU. Most of the lost units were home to working class New Yorkers. In fact, 82% of the lost
units had been affordable to households earning less than the city’s median income of $45,000.

Number of Stabilized Rental Units Affordable by AMI Change in Number of Units
2 2005 2008 02-05 05-08 02-08

120%
AMI 829,013 784,808 778,705 -44,116 -6,192 -50,308
150%
AMI 900,755 905,430 890,975 4,675  -14,454 -9,779
200%

AMI 952,814 976473 951,595 23,659  -24.878 -1,219 |




We thank you for doing all you can to convince the New York State Legislature and Governor
Cuomo to act on all of the strengthening amendments detailed in Resolution 700. We
enthusiastically support this resolution in its entirety, but believe there are several provisions that
are particularly central to slowing down the incredibly fast pace of losses. First, Vacancy
Decontrol is responsible for the vast majority of reductions to the rent stabilized stock and fuels
speculation, including the gross overleveraging by predatory equity-backed developers. Second,
the 20% vacancy allowance must be reduced. This provision encourages tenant harassment and
landlord mis-conduct by incentivizing the frequent turnover of apartments through either legal or
illegal means. Finally, we must reform the Individual Apartment Increase or 1/40" provision.
This program allows landlords to quickly raise rents for making often unnecessary or shoddy
cosmetic repairs to an apartment and invites fraud due to a lack of oversight by the state housing
department to verify landlord expenses. ANHD research has found that the 1/40™ program was
the primary mechanism landlords have used to raise rents in overleveraged properties.

I want to end my testimony with an invitation to join us and hundreds of other advocates, rent
regulated tenants, and elected officials at a rally to advocate for stronger rent laws in Albany on
Tuesday, May 24. We are thrilled that Speaker Quinn will join us and would love to have you
participate as well. We know this is an especially busy time given budget negotiations, but if you
would like more information, please contact me.

I would be happy to answer any questions.



LISC ror- T

“—" New York City

Testimony of LISC NYC
Res No. 700
NYC Council Housing and Buildings Committee
May 9", 2011

My name is Sarah Hovde and I am the Director of Research and Policy for the NYC Program of
the Local Initiatives Support Corporation (LISC). LISC is a national community development
intermediary organization that helps community-based groups to transform distressed
communities and neighborhoods into healthy, sustainable ones by providing capital, technical
expertise, training and information. In NYC, LISC has provided over $160 million in loans and
grants and over §1.7 billion in equity to more than 75 community development corporations
(CDCs), resulting in the development close to 30,000 units of affordable housing in Harlem, the
South Bronx, and Brooklyn.

LISC NYC’s mission is about much more than just affordable housing; however, the availability
of stable, affordable housing is critical to the development of vibrant and sustainable
communities. When families and individuals live in quality, affordable housing, they put down
roots in their neighborhood and participate in its civic life. Parents are better able to provide
food, medical care, educational opportunitics and other necessities for their families. Children
have the stability they need to learn and excel in school.

New York City boasts the largest stock of public housing in the country; and the City of New
York has, over the past three decades, invested huge resources in the development and
preservation of affordable housing. Nevertheless, the majority of low- and moderate-income
New Yorkers depend on the privately owned, unsubsidized rental housing stock to fulfill their
housing needs. Within the unsubsidized rental universe, rent-regulated housing provides
important protections to tenants that help stabilize neighborhoods — especially neighborhoods
that are subject to gentrification pressures. Tenants in rent-regulated housing cannot be evicted
without good cause, even at the end of their lease term; and they are protected from sudden and
steep rent increases. Because rent-regulation provides this security of tenure, tenants are better
able to assert their rights when landlords fail to provide services and repairs. Rent regulation
does not — and was never meant to — ensure perfect affordability for low- and moderate-income
households. But it does provide important protections for individual tenants, and slows the steep
escalation of rents in “hot market” neighborhoods.

The current rent laws contain several loopholes that have weakened the effectiveness of these
protections. Foremost among these are high rent vacancy decontrol, which allows units to leave
the system upon vacancy when the rent reaches $2,000 per month. Combined with a statutory
vacancy increase of 20% and the ability to raise rents through Major Capital Improvements



(MCIs) and Individual Apartment Improvements, this provision has provided owners with
incentives to create high rates of tenant turnover and perform unnecessary improvements (or
misrepresent what they spend on improvements) in order to get units out of the regulatory
regime.

Indeed, we belicve that owners’ and investors’ perception that rent regulations could be
circumvented via these loopholes contributed to the phenomenon of extreme over-pricing and
over-leveraging in NYC’s multifamily housing that we saw in the middle of the last decade.
With the failure of investors® assumptions about an ever-rising market, and the real estate bust of
three years ago, we are now facing a crisis of foreclosure, deterioration and in some cases
outright abandonment of over-mortgaged multifamily properties in neighborhoods throughout
the city — often the same neighborhoods that suffered the most from earlier waves of housing
distress in the 70s and 80s.

For all these reasons, LISC NYC joins the Council in calling on the State to renew the rent laws;
to strengthen them by closing loopholes and reforming regulations governing MCIs and
Individual Apartment Improvements; and to restore home rule regarding rent laws to NYC by
repealing the Urstadt Law.

Thank you for the opportunity to testify today.



Testimony of Elana Shneyer, Director of Organizing
Pratt Area Community Council

Before the New York City Council Committee On Housing and Buildings
May 9, 2011

Pratt Area Community Council (PACC) is 2 community-based nonprofit organization committed
to working with residents of Fort Greene, Clinton Hill, Bedford Stuyvesant, Crown Heights and
Prospect Heights in Brooklyn. As an affordable housing provider, we manage 740 unifs of rent
stabilized housing and provide residents with clean safe homes in which they are given the right
to renewal leases at RGB increases which provide stability and security in their lives.

' Need for Affordable Housing

Qur top priority as an organization and the most pressing issue in our commumty is the need for
affordable housing-affordable to truly low-income Brooklyn residents. The average income in
Bedford-Stuyvesant is $38,462, $61,980 in Fort Greene/Clinton Hill/Brooklyn Heights, and
$37,202 in Prospect Heights/South Crown Heights', well below the Median Family Income for
the NYC metro area (which includes Putnam County) of over 76,800. Affordable, as defined by
30% of income, would mean rents of $930 (in Prospect Heights/Crown Heights)-$1,549 (in Fort
Greene/Brooklyn Heights). However, private rentals in the area are listed for well above that, up
to $2,390 for a two bedroom according to a search on Streeteasy.com. Dozens of individuals
contact our office on a weekly basis seeking affordable housing in the area. As a local developer
and manager of affordable housing, we can never produce the amount of affordable housing that
is needed. The last lottery we conducted for 48 low-income rental apartments received 7,000
applications. It is therefore imperative to preserve the affordable- housing that we have which is
Jargely provided in our community by privately-owned older rent stabilized propetties.

From the Residents’ Perspective

The areas that we work in are typically thought of as a community of brownstones. But, among
these unregulated, privately owned, small buildings are rent stabilized aparfment buildings,

ranging in size from 6 units to 100 units. In our service area 40% of the rental housing is rent
stabilized®. Working people, seniors, young professionals and families who have lived in the
community for decades live in these apartments. Many have been there through the good and the
bad times. The current rent laws in New York State put us closer and closer to losing this stock
forever. Citywide, according to the RGB, over 18,000 units of rent stabilized housing were lost

L «How is Affordable Housing Threatened in Your Community,” 2010 Community Analysis, Report by ANHD,
available at www.anhd.org
2 Rent Guidelines Board, hitp://www.housingnye. com/downloads/research/pdf reports/changes2010.pdf




in 2009 alone, nearly 3,000 of those units were in Brooklyn. Of those lost in Brooklyn, 73%
were due to vacancy destabilization (also known as high rent vacancy decontrol). Since 1994,
Brooklyn has lost over 10,000 rent regulated apartments. We anticipate that the numbers will be
even higher in the coming years if the rent regulations stay the same, and even higher if the rent
laws expire. '

Most recently, in our neighborhoods, we have seen a new type of investment in rent stabilized
housing. Private equity firms are buying up rent stabilized buildings. They are promising their
investors returns that are well above what the present rent roll can produce. They have classified
people’s homes as “under performing assets.” At begrudgingly agreed upon meetings with
tenants, they have said that they will do what it takes to make a profit. Their prospectuses boast
20-30% per year turnover, substantially more than the normal turnover rate of 5-10% per year for
rent stabilized units. '

Why this sudden interest in rent stabilized housing; because rent regulations in New York State
were weakened in 1997 and again in 2003. With virtually guaranteed rent increases, vacancy
bonuses and vacancy destabilization, landlords have an opportunity fo make a lot more money.
Many in our area have already seized this unique window. At one such building in Clinton Hill,
with 113 units, 1/3 of the units have turned over, and been de-regulated or will be upon the next
vacancy. The weak rent laws allow landlords to vacate apartments and raise rents at unsettling
rates. ‘

Long-term tenants are facing difficulty obtaining timely lease renewals. When they do arrive,
many contain mistakes--including higher rent increases than permitted and only one year
renewals when tenants are entitled to a one or two year lease renewal. Recently, we have seen a
number of lease renewals that suddenly, after decades in some cases, revoke preferential rents.
A tenant that we work with had lived in his apartment for four years. When he first moved in, he
was given a preferential rent. When his lease was up for renewal, the new owner revoked his
preferential rent, causing his rent to increase by $365.41 a month for a one year lease or $417.61
a month for a two year lease. He was unable to afford the new rent and bad to move out. At
present he does not have a secure residence of his own. '

Another tool being used to raise and deregulate apartments is the flawed Individual Apartment
Improvement formula where landlords are passing along 1/40% of the cost of a renovation onto
the tenant. This program has no oversight and we have seen landlords fraudulently increasing
the rents without actually making improvements or over stating the cost of the improvement.

For example, two young women moved into their apartment in 2006 in Clinton Hill at a rent of
$1,300. A new landlord took over in 2007. At their lease renewal he tried to raise their rent to
$2,100 saying that there had been renovations in the apartment, even though the tenants had been
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there the entire time and no renovations had been made. The tenants attempted to speak with
their landlord who re-iterated the claim about renovations and would not back down. The
tenants thought they were going to have to move. However, they were advised by a neighbor to
file an overcharge complaint with DHCR. The tenants got a decision in their favor resulting in a
rent reduction and credit. Their example is rare. Most tenants moving into deregulated
apartments have no idea how the rent was calculated and have to make the compliant as an
unregulated tenant without any protections from arbitrary evictions. DHCR also would have
permitted the apartment to be deregulated if the tenants had not been tipped off by their
neighbor.

The Major Capital Improvement formula is another area where rents are marching toward the
$2.000 deregulation threshold unjustly. As it currently stands, tenants have to pay for the
increase forever, even after the cost has been paid back to the landlord and the value of the
improvement has diminished. PACC strongly supports the reforms proposed that would make
the improvement a surcharge to pay back the cost, but not added on as a rent increase forever.

All of these weak rent regulation laws, preferential rent, MCls, IAls, bring apartments closer to
reaching the $2,000 vacancy destabilization threshold. Simply raising the trigger for vacancy
destabilization is insufficient. If you were to raise the price at which apartments become
decontrollied, the loss of affordable units by would still rise. It might delay the problems we are
seeing for a year or two, but it would by no means solve the problem. Vacancy destabilization
creates the incentive to de-regulate apartments and de-stabilize communities. The only way to
save rent regulated housing is to close the vacancy destabilization loop hole and that means
permanently repealing vacancy destabilization.

Finally we strongly support the repeal of Usstadt to return home rule to New York City, thereby
allowing our local elected officials to make rules that truly work for our neighborhoods.

PACC is a member of the real rent reform campaign. We are working to renew and strengthen -
the rent laws including the full repeal of vacancy destabilization, the extension of rental
protections to former Mitchell-Lama and Project Based Section 8 buildings, reforming the MCI
and A1 programs, changing the preferential rent provisions and returning home rule to NYC.

The City Council has a history of supporting affordable housing. We urge you to continue
fighting for Brooklyn renters. Without rent regulation, rents in our area would continue to rise,
but at even higher rates pricing out many of the people who fought to make our neighborhoods
the desirable places they are today.



Submitted by:

Elana Shneyer, Director of Organizing
Pratt Area Community Council

201 DeKalb Avenue

Brooklyn, NY 11205

718-522-2613 x16

718-522-2604 fax
elana_shneyer(@prattarea.org
www.prattarea.org
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