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STATE OF NEW YORK

10170
I N ASSEMBLY
May 10, 2012

Introduced by M of A  CASTRO BARRON, STEVENSON, CRESPO, ROBI NSON
TITUS -- Multi-Sponsored by -- M of A CLARK, COOK, GOITFRI ED, JACOBS
-- read once and referred to the Cormittee on Housing

AN ACT to anend the adm nistrative code of the city of New York, the
energency tenant protection act of nineteen seventy-four and the ener-
gency housing rent control Ilaw, in relation to requiring the state
di vi si on of housing and comunity renewal to verify there are no hous-
ing code violations prior to authorizing a rent increase for major
capital inprovenents

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED | N SENATE AND ASSEM
BLY, DO ENACT AS FOLLOWE:

Section 1. Paragraph 1 of subdivision g of section 26-405 of the
adm nistrative code of the city of New York is anmended by adding a new
subpar agraph (p) to read as foll ows:

(P) ADJUSTMENTS MADE PURSUANT TO SUBPARAGRAPH (G OF TH'S PARAGRAPH
SHALL BE COLLECTIBLE UPON THE LANDLORD S FILING OF A REPORT W TH THE
CI TY RENT AGENCY, SUBJECT TO THE PROVI SI ONS OF SUBPARAGRAPH (E) OF PARA-
GRAPH TWO OF SUBDI VI SION A OF THI' S SECTI ON AND VERI FI CATION BY THE CITY
RENT AGENCY, |IN COLLABORATION W TH LOCAL AUTHORI TI ES RESPONSI BLE FOR
| NSPECTI NG BUI LDI NGS, THAT THE APPLI CANT DOES NOT HAVE MORE THAN THI RTY
CLASS A HOUSI NG CODE VI OLATI ONS OR A CLASS B OR C HOUSI NG CODE VI CLATI ON
ON THE PROPERTY. OUTSTANDI NG HOUSI NG CODE VI OLATI ONS THAT ARE FOUND
SHALL BE CLEARED, CORRECTED OR ABATED BY THE LANDLORD AND VERI FIED BY
THE CITY RENT AGENCY PRI OR TO AUTHORI ZATI ON OF A RENT | NCREASE UNDER
SUBPARAGRAPH (G OF THI S PARAGRAPH.

S 2. Paragraph 6 of subdivision c of section 26-511 of the adm nistra-
tive code of the city of New York, as anended by chapter 116 of the |aws
of 1997, is anended to read as foll ows:

(6) provides criteria whereby the comm ssioner may act upon applica-
tions by owners for increases in excess of the level of fair rent
i ncrease established under this |aw provided, however, that such crite-
ria shall provide (a) as to hardship applications, for a finding that
the level of fair rent increase is not sufficient to enable the owner to
mai ntai n approxi mately the sane average annual net incone (which shal

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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be conmputed w thout regard to debt service, financing costs or manage-
ment fees) for the three year period ending on or within six nonths of
the date of an application pursuant to such criteria as conpared with
annual net incone, which prevailed on the average over the period nine-
teen hundred sixty-eight through ni neteen hundred seventy, or for the
first three years of operation if the building was conpl eted since nine-
teen hundred sixty-eight or for the first three fiscal years after a
transfer of title to a new owner provided the new owner can establish to
the satisfaction of the conm ssioner that he or she acquired title to
the building as a result of a bona fide sale of the entire building and
that the new owner is unable to obtain requisite records for the fisca

years nineteen hundred sixty-eight through nineteen hundred seventy
despite diligent efforts to obtain same from predecessors in title and
further provided that the new owner can provide financial data covering
a mnimum of six years under his or her continuous and uninterrupted
operation of the building to neet the three year to three year conpar-
ative test periods herein provided; and (b) as to conpleted building-
wide nmjor capital inprovenents, for a finding that such inprovenents
are deened depreciabl e under the Internal Revenue Code and that the cost
is to be anortized over a seven-year period, based upon cash purchase
price exclusive of interest or service charges. THE D VISI ON OF HOUSI NG
AND COVWMUNI TY RENEWAL SHALL REQUI RE THE SUBM SSI ON OF A REPORT BY LAND-
LORDS APPLYI NG FOR A RENT | NCREASE FOR MAJOR CAPI TAL | MPROVEMENTS PURSU
ANT TO THI S PARAGRAPH AND SUBJECT TO VERIFICATION BY THE DIVISION OF
HOUSI NG AND COVMUNI TY RENEWAL, | N COLLABORATI ON W TH LOCAL AUTHORI Tl ES
RESPONSI BLE FOR | NSPECTI NG BUI LDI NGS, CERTI FYI NG THAT THERE ARE NOT MORE
THAN THI RTY CLASS A HOUSI NG CODE VI OLATI ONS NOR A CLASS B OR C HOUSI NG
CODE VICOLATION ON THE PROPERTY, PRI OR TO RECEI VI NG APPROVAL FOR SUCH
RENT | NCREASE. Not wi t hstandi ng anything to the contrary contai ned here-
in, no hardship increase granted pursuant to this paragraph shall, when
added to the annual gross rents, as determned by the comm ssioner,

exceed the sumof, (i) the annual operating expenses, (ii) an allowance
for managenent services as determ ned by the comm ssioner, (iii) actua

annual nortgage debt service (interest and anortization) on its indebt-
edness to a lending institution, an insurance conpany, a retirenent fund
or welfare fund which is operated under the supervision of the banking
or insurance laws of the state of New York or the United States, and
(iv) eight and one-half percent of that portion of the fair market val ue
of the property which exceeds the unpaid principal amount of the nort-
gage indebtedness referred to in subparagraph (iii) of this paragraph.

Fair market value for the purposes of this paragraph shall be six tines
the annual gross rent. The collection of any increase in the stabilized
rent for any apartnent pursuant to this paragraph shall not exceed six
percent in any year fromthe effective date of the order granting the
i ncrease over the rent set forth in the schedule of gross rents, wth
collectability of any dollar excess above said sumto be spread forward
in simlar increnents and added to the stabilized rent as established or
set in future years;

S 3. Subdivision d of section 6 of section 4 of chapter 576 of the
|l aws of 1974, constituting the energency tenant protection act of nine-
teen seventy-four, is amended by adding a new paragraph 6 to read as
fol | ows:

(6) ADIJUSTMENTS NMADE PURSUANT TO PARAGRAPH (3) OF THI'S SUBDI VI SI ON
SHALL BE COLLECTABLE UPON THE LANDLORD S FILING OF A REPORT WTH THE
STATE DI VI SI ON OF HOUSI NG AND COMMUNI TY RENEWAL AND SUBJECT TO VERI FlI CA-
TION BY THE STATE DI VI SION OF HOUSI NG AND COVWWUNI TY RENEWAL, | N COLLAB-
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ORATI ON W TH LOCAL AUTHORI TIES RESPONSI BLE FOR | NSPECTI NG BU LDl NGS
THAT THE APPLI CANT DOES NOT HAVE MORE THAN THI RTY CLASS A HOUSI NG CODE
VI OLATI ONS OR A CLASS B OR C HOUSI NG CODE VI OLATION ON THE PROPERTY.
OUTSTANDI NG HOUSI NG CODE VI CLATIONS THAT ARE FOUND SHALL BE CLEARED
CORRECTED OR ABATED BY THE LANDLORD AND VERI FI ED BY THE STATE DI VI SION
OF HOUSING AND COMWUNTY RENEWAL PRIOR TO AUTHORI ZATI ON OF A RENT
| NCREASE UNDER PARAGRAPH (3) OF THI' S SUBDI VI SI ON

S 4. The second undesi gnat ed paragraph of paragraph (a) of subdivision
4 of section 4 of chapter 274 of the laws of 1946, constituting the
energency housing rent control |aw, as amended by section 25 of part B
of chapter 97 of the |laws of 2011, is anended to read as foll ows:

No application for adjustment of maxi numrent based upon a sales price
val uation shall be filed by the Iandl ord under this subparagraph prior
to six nmonths fromthe date of such sale of the property. In addition,
no adj ustnent ordered by the conm ssion based upon such sales price
valuation shall be effective prior to one year fromthe date of such
sal e. Where, however, the assessed valuation of the Iand exceeds four
times the assessed valuation of the buildings thereon, the comm ssion
may determine a valuation of the property equal to five tines the equal -
i zed assessed valuation of the buildings, for the purposes of this
subpar agr aph. The commi ssion nmay make a determination that the val uation
of the property is an anmount different fromsuch equalized assessed
val uation where there is a request for a reduction in such assessed
valuation currently pending; or where there has been a reduction in the
assessed valuation for the year next preceding the effective date of the
current assessed valuation in effect at the tinme of the filing of the
application. Net annual return shall be the anobunt by which the earned
i ncome exceeds the operating expenses of the property, excluding nort-
gage interest and anortization, and excluding all owances for obsol es-
cence and reserves, but including an all owance for depreciation of two
per centum of the value of the buildings exclusive of the |and, or the
anmount shown for depreciation of the buildings in the latest required
federal incone tax return, whichever is |lower; provided, however, that
(1) no allowance for depreciation of the buildings shall be included
where the buildings have been fully depreciated for federal incone tax
pur poses or on the books of the owner; or (2) the landlord who owns no
nore than four rental units within the state has not been fully conpen-
sated by increases in rental income sufficient to offset unavoidable
increases in property taxes, fuel, utilities, insurance and repairs and
mai nt enance, excl udi ng nortgage interest and anortization, and excl udi ng
al |l omances for depreciation, obsolescence and reserves, which have
occurred since the federal date determ ning the maxi nrumrent or the date
the property was acquired by the present owner, whichever is later; or
(3) the landlord operates a hotel or room ng house or owns a cooperative
apartnent and has not been fully conpensated by increases in rental
income from the controlled housing accommbdati ons sufficient to of fset
unavoi dabl e increases in property taxes and other costs as are allocable
to such controll ed housi ng accommodati ons, including costs of operation
of such hotel or roomng house, but excluding nortgage interest and
anortization, and excluding allowances for depreciation, obsolescence
and reserves, which have occurred since the federal date deternining the
maxi mum rent or the date the landlord conmenced the operation of the
property, whichever is later; or (4) the landlord and tenant voluntarily
enter into a valid witten |ease in good faith with respect to any hous-
i ng accommodation, which | ease provides for an increase in the maximm
rent not in excess of fifteen per centumand for a termof not |ess than
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two years, except that where such |ease provides for an increase in
excess of fifteen per centum the increase shall be automatically
reduced to fifteen per centum or (5) the landlord and tenant by nutua

voluntary witten agreenent agree to a substantial increase or decrease
in dwelling space or a change in the services, furniture, furnishings or
equi pnent provided in the housing acconmodati ons; provided that an owner
shall be entitled to a rent increase where there has been a substantia

nodi fication or increase of dwelling space or an increase in the
services, or installation of new equi pnment or inprovenments or new furni-
ture or furnishings provided in or to a tenant's housing accomobdati on.
The permanent increase in the maximumrent for the affected housing
accomodation shall be one-fortieth, in the case of a building wth
thirty-five or fewer housing acconmodations, or one-sixtieth, in the
case of a building with nore than thirty-five housing acconmodations
where such permanent increase takes effect on or after Septenber twen-
ty-fourth, two thousand el even, of the total cost incurred by the |and-
lord in providing such nodification or increase in dwelling space,
services, furniture, furnishings or equipnent, including the cost of
installation, but excluding finance charges provided further that an
owner who is entitled to a rent increase pursuant to this clause shal

not be entitled to a further rent increase based upon the installation
of simlar equipnent, or new furniture or furnishings within the useful
life of such new equipnent, or new furniture or furnishings. The owner
shall give witten notice to the commssion of any such adjustnment
pursuant to this clause; or (6) there has been, since March first, nine-
teen hundred fifty, an increase in the rental value of the housing
accommodations as a result of a substantial rehabilitation of the build-
i ng or housing accommbdation therein which materially adds to the value
of the property or appreciably prolongs its life, excluding ordinary
repairs, naintenance and repl acenents; or (7) there has been since March
first, nineteen hundred fifty, a major capital inprovenent required for
the operation, preservation or nmaintenance of the structure; or (8)
there has been since March first, nineteen hundred fifty, in structures
containing nore than four housing accommodations, other inprovenents
made with the express consent of the tenants in occupancy of at |east
seventy-five per centum of the housing accommobdati ons, provided, howev-
er, that no adjustnent granted hereunder shall exceed fifteen per centum
unl ess the tenants have agreed to a hi gher percentage of increase, as
herein provided; or (9) there has been, since March first, nineteen
hundred fifty, a subletting without witten consent fromthe |andlord or
an increase in the nunber of adult occupants who are not nenbers of the
imediate famly of the tenant, and the |andl ord has not been conpen-
sated therefor by adjustnment of the maxi mumrent by |ease or order of
the comm ssion or pursuant to the federal act; or (10) the presence of
uni que or peculiar circunstances nmaterially affecting the maxi mum rent
has resulted in a mnmaximumrent which is substantially |ower than the
rents generally prevailing in the sane area for substantially simlar
housi ng accommodati ons. ADJUSTMENTS MADE PURSUANT TO SUBPARAGRAPH (7)
OF TH S PARAGRAPH SHALL BE COLLECTI BLE UPON THE LANDLORD S FILING OF A
REPORT WTH THE COWM SSI ON AND SUBJECT TO VERI FI CATI ON BY THE COW S-
SION, I N COLLABORATI ON W TH LOCAL AUTHORI TI ES RESPONSI BLE FOR | NSPECTI NG
BU LDl NGS, THAT THE APPLI CANT DCES NOT HAVE MORE THAN THIRTY CLASS A
HOUSI NG CODE VI OLATI ONS OR A CLASS B OR C HOUSI NG CODE VI OLATI ON ON THE
PROPERTY. OUTSTANDI NG HOUSI NG CODE VI OLATI ONS THAT ARE FOUND SHALL BE
CLEARED, CORRECTED OR ABATED BY THE LANDLORD AND VERI FI ED BY THE COWM S-
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SI ON PRI OR TO AUTHORI ZATI ON OF A RENT | NCREASE UNDER SUBPARAGRAPH (7) OF
TH S PARAGRAPH

S 5. This act shall take effect on the sixtieth day after it shal
have becone a | aw, provided that:

(a) the anendnents to section 26-405 of the city rent and rehabili-
tation law nmade by section one of this act shall remain in full force
and effect only as long as the public enmergency requiring the regul ation
and control of residential rents and evictions continues, as provided in
subdi vision 3 of section 1 of the |ocal energency housing rent contro
act ;

(b) the amendnents to section 26-511 of the rent stabilization | aw of
ni net een hundred si xty-nine made by section two of this act shall expire
on the sane date as such | aw expires and shall not affect the expiration
of such law as provided under section 26-520 of such law, as from tine
to tinme anmended;

(c) the anmendnent to section 6 of the energency tenant protection act
of nineteen seventy-four nmade by section three of this act shall expire
on the sane date as such act expires and shall not affect the expiration
of such act as provided in section 17 of chapter 576 of the | aws of
1974, as fromtine to time anended; and

(d) the anendnent to section 4 of the emergency housing rent contro
law made by section four of this act shall expire on the sane date as
such I aw expires and shall not affect the expiration of such |aw as
provided in subdivision 2 of section 1 of chapter 274 of the | aws of
1946.



