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STATE OF NEW YORK

4423
2015- 2016 Regul ar Sessi ons
I N SENATE
March 19, 2015

Introduced by Sen. KRUEGER -- read twi ce and ordered printed, and when
printed to be conmtted to the Conmttee on Housing, Construction and
Communi ty Devel oprent

AN ACT to amend the adnministrative code of the city of New York, the
energency tenant protection act of nineteen seventy-four and the ener-
gency housing rent control lawin relation to approval of nmajor capi-
tal inmprovenent rent increases and in relation to extending the |ength
of tinme over which major capital inprovenent expenses nmay be recovered

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

Section 1. Subparagraph (g) of paragraph 1 of subdivision g of section
26- 405 of the administrative code of the city of New York, as anended by
chapter 749 of the laws of 1990, is amended to read as foll ows:

(g) (I) COLLECTI ON OF SURCHARGES TO THE MAXI MUM RENT AUTHORI ZED PURSU-
ANT TOITEM (I1) OF TH S SUBPARAGRAPH SHALL CEASE WHEN THE OWMER HAS
RECOVERED THE COST OF THE MAJOR CAPI TAL | MPROVEMENT;

(I'1) There has been since July first, nineteen hundred seventy, a
maj or capital inprovenent [required for the operation, preservation or
mai nt enance of the structure. An adjustnent under this subparagraph (Q)
shall be in an amobunt sufficient to anortize the cost of the inprove-
ments pursuant to this subparagraph (g) over a seven-year period];
PROVI DED THAT THE COWM SSI ONER FI RST FI NDS THAT SUCH | MPROVEMENTS ARE
DEEMED DEPRECI ABLE UNDER THE | NTERNAL REVENUE CODE AND SUCH | MPROVEMENTS
ARE REQUI RED FOR THE OPERATI ON OR PRESERVATI ON OF THE STRUCTURE. HOWEV-
ER, NO MAJOR CAPI TAL | MPROVEMENT RENT | NCREASE W LL BE APPROVED BY THE
DIVISION OF HOUSI NG AND COWUNI TY RENEWAL UNLESS THE WORK PERFORMED | S
AN ENHANCEMENT OR UPGRADE TO A HOUSI NG ACCOVMODATI ON OR SERVI CE THEREI N;
OR IS AN ADDI TI ON TO SUCH HOUSI NG ACCOMMODATI ON AND OTHERW SE ELI G BLE
ACCORDING TO THE PREREQUI SITES FOR MAJOR CAPI TAL | MPROVEMENT RENT
| NCREASES. ANY REPAI R OR REPLACEMENT | NTENDED TO MAINTAIN AN EXI STI NG
SERVICE SHALL NOT BE ELIG@BLE FOR A MAJOR CAPI TAL | MPROVEMENT RENT

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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| NCREASE. NO APPLI CATI ON FOR A MAJOR CAPI TAL | MPROVEMENT RENT | NCREASE
MAY BE APPROVED | F THERE EXI ST ANY OUTSTANDI NG HAZARDOUS VI OLATI ONS AT
THE TI ME OF THE CONSI DERATI ON OF SUCH APPLI CATI ON, AS DETERM NED PURSU-
ANT TO REGULATIONS OF THE DI VI SION OF HOUSI NG AND COVWUNI TY RENEWAL OR
ANY AGENCY ADM NI STERI NG AND ENFORCI NG A BUI LDI NG CODE IN THE JURI SDI G-
TION IN WH CH THE PROPERTY IS LOCATED, UNLESS IT IS DETERM NED BY THE
DI VI SI ON OF HOUSI NG AND COVMUNI TY RENEWAL THAT SUCH WORK |'S ESSENTI AL TO
THE ALLEVI ATI ON OF THE VI OLATI ONS AND SUCH APPROVAL IS CONSI STENT W TH
THE PROVI SIONS OF THI' S SECTI ON. EXCEPT I N THE CASE OF EMERGENCY OR GOCD
CAUSE, THE OMNER OF THE PROPERTY SHALL FILE, NOT LESS THAN THI RTY DAYS
BEFORE THE COMVENCEMENT OF THE | MPROVEMENT, W TH THE DI VI SI ON OF HOUSI NG
AND COVMUNITY RENEWAL A STATEMENT CONTAI NI NG | NFORMATI ON OUTLI NI NG THE
SCOPE OF WORK, EXPECTED DATE OF COWVPLETI ON FOR SUCH WORK AND AN AFFI DA-
VIT SETTING FORTH THE FOLLOW NG | NFORMATI ON: (A) EVERY OMNER OF RECORD
AND OANNER OF A SUBSTANTI AL | NTEREST I N THE PROPERTY OR ENTITY OANI NG THE
PROPERTY OR SPONSORI NG THE | MPROVEMENT; AND (B) A STATEMENT THAT NONE OF
SUCH PERSONS HAD, W THI N THE FI VE YEARS PRI OR TO THE | MPROVEMENT, BEEN
FOUND TO HAVE HARASSED OR UNLAWFULLY EVI CTED TENANTS BY JUDGVENT OR
DETERM NATI ON OF A COURT OR AGENCY UNDER THE PENAL LAW ANY STATE OR
LOCAL LAW REGULATI NG RENTS OR ANY STATE OR LOCAL LAW RELATI NG TO HARASS-
MENT OF TENANTS OR UNLAWFUL EVI CTI ON. UPON RECElI PT OF THE SCOPE OF WORK
AND AFFI DAVI T PROVI DED FOR HEREI N, THE DI VI SI ON OF HOUSI NG AND COMMUNI TY
RENEWAL SHALL PROVI DE THE TENANTS | N OCCUPANCY IN SUCH BU LDINGS W TH
SUCH | NFORVATION. THE DI VI SI ON OF HOUSI NG AND COVMUNI TY RENEWAL SHALL,
I N ADDI TI ON, | MPLEMENT PROCEDURES | NCLUDI NG, BUT NOT LIM TED TO, ELIC T-
| NG TENANT COMMENTS TO DETERM NE WHETHER MAJOR CAPI TAL | MPROVEMENT REHA-
Bl LI TATI ON WORK HAS BEEN SATI SFACTORILY COWLETED. NO MAJOR CAPI TAL
| MPROVEMENT RENT | NCREASE SHALL BECOVE EFFECTI VE UNTI L ANY DEFECTI VE OR
DEFI Cl ENT REHABI LI TATI ON WORK HAS BEEN CURED. THE | NCREASE PERM TTED FOR
SUCH CAPI TAL | MPROVEMENT SHALL BE COLLECTED AS A MONTHLY SURCHARGE TO
THE MAXIMUM RENT. | T SHALL BE SEPARATELY DESI GNATED AND BI LLED AS SUCH
AND SHALL NOT BE COVPOUNDED BY ANY OTHER ADJUSTMENT TO THE MAXI MUM RENT.
THE SURCHARGE ALLOCABLE TO EACH APARTMENT SHALL BE AN AMOUNT EQUAL TO
THE COST OF THE | MPROVEMENT DIVIDED BY ElIGHTY- FOUR, DI VI DED BY THE
NUMBER OF ROOMS | N THE BUI LDI NG, AND THEN MULTI PLIED BY THE NUMBER OF
ROOVG |IN SUCH APARTMENT; PROVI DED THAT THE SURCHARGE ALLOCABLE TO ANY
APARTMENT | N ANY ONE YEAR MAY NOT EXCEED AN AMOUNT EQUAL TO SI X PERCENT
OF THE MONTHLY RENT COLLECTED BY THE OMNER FOR SUCH APARTMENT AS SET
FORTH | N THE SCHEDULE OF GROSS RENTS. ANY EXCESS ABOVE SAID SI X PERCENT
SHALL BE CARRIED FORWARD AND COLLECTED IN FUTURE YEARS AS A FURTHER
SURCHARGE NOT TO EXCEED AN ADDI TlI ONAL SI X PERCENT I N ANY ONE YEAR PERI OD
UNTI L THE TOTAL SURCHARGE EQUALS THE AMOUNT I T WOULD HAVE BEEN |F THE
AFOREMENTI ONED SI X PERCENT LI M TATI ON DI D NOT APPLY; or

S 2. Subparagraph (k) of paragraph 1 of subdivision g of section
26- 405 of the administrative code of the city of New York, as anended by
chapter 749 of the laws of 1990, is amended to read as foll ows:

(k) The landlord has incurred, since January first, nineteen hundred
seventy, in connection with and in addition to a concurrent major capi-
tal inmprovenent pursuant to subparagraph (g) of this paragraph, other
expenditures to inprove, restore or preserve the quality of the struc-
ture. An adjustnent under this subparagraph shall be granted only if
such inprovenments represent an expenditure equal to at |east ten per
centum of the total operating and mai nt enance expenses for the preceding
year. An adjustnent under this subparagraph shall be in addition to any
adjustrment granted for the concurrent nmajor capital inprovenment and
shall be [in an anpbunt sufficient to anortize the cost of the inprove-
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nments pursuant to this subparagraph over a seven-year period] | MLE-
MENTED | N THE SAME MANNER AS SUCH MAJOR CAPI TAL | MPROVEMENT AS A FURTHER
SURCHARGE TO THE MAXI MUM RENT.

S 3. Paragraph 6 of subdivision ¢ 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 appli ca-
tions by owners for increases in excess of the level of fair rent
i ncrease established under this | aw provi ded, however, that such crite-
ria shall provide [(a) as] IN REGARD to hardship applications, for a
finding that the level of fair rent increase is not sufficient to enable
the owner to nmaintain approximtely the sane average annual net incone
(which shall be conputed without regard to debt service, financing costs
or managenent fees) for the three year period ending on or wthin 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 ni neteen hundred sixty-ei ght through nineteen hundred seventy, or
for the first three years of operation if the building was conpleted
since nineteen 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 comm 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 fiscal years nineteen hundred sixty-eight through nine-
teen hundred seventy despite diligent efforts to obtain same from prede-
cessors in title and further provided that the new owner can provide
financial data covering a mninmumof six years under his or her contin-
uous and uninterrupted operation of the building to neet the three year
to three year conparative test periods herein provided[; and (b) as to
conpl eted building-wide major capital inprovenents, for a finding that
such i nprovenents are deened depreci abl 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].
Not wi t hst andi ng anything to the contrary contai ned herein, no hardship
increase granted pursuant to this paragraph shall, when added to the
annual gross rents, as determ ned by the comm ssioner, exceed the sum
of, (i) the annual operating expenses, (ii) an al | owance for management
services as determ ned by the conm ssioner, (iii) actual annual nortgage
debt service (interest and anortization) on its indebtedness to a |end-
ing institution, an insurance conpany, a retirenment fund or welfare fund
whi ch is operated under the supervision of the banking or insurance |aws
of the state of New York or the United States, and (iv) eight and one-
hal f percent of that portion of the fair market value of the property
whi ch exceeds the unpaid principal anmount of the nortgage 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 increase over the
rent set forth in the schedule of gross rents, with collectability of
any dol |l ar excess above said sumto be spread forward in simlar incre-
ments and added to the stabilized rent as established or set in future
years;

S 4. Subdivision c of section 26-511 of the administrative code of the
city of New York is anended by addi ng three new paragraphs 6-b, 6-c and
6-d to read as foll ows:
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(6-B) PROVIDES CRI TERI A WVHEREBY THE COWM SSI ONER MAY ACT UPON APPLI CA-
TION BY OMERS FOR INCREASES IN EXCESS OF THE LEVEL OF FAI R RENT
I NCREASE ESTABLI SHED UNDER THI S LAW PROVI DED, HOWEVER, THAT SUCH CRI TE-
RI A SHALL PROVI DE THAT:

(1) AS TO COVWPLETED BU LDl NG W DE MAJOR CAPI TAL | MPROVEMENTS, FI RST,
THAT A FI NDI NG THAT SUCH | MPROVEMENTS ARE DEEMED DEPRECI ABLE UNDER THE
I NTERNAL REVENUE CODE AND SUCH | MPROVEMENTS ARE REQUI RED FOR THE OPERA-
TI ON OR PRESERVATI ON OF THE STRUCTURE;

(1'l) HOAEVER, NO MAJOR CAPI TAL | MPROVEMENT RENT |NCREASE WLL BE
APPROVED BY THE DI VISION OF HOUSI NG AND COVMUNI TY RENEWAL UNLESS THE
WORK PERFORMED |'S AN ENHANCEMENT OR UPGRADE TO A HOUSI NG ACCOVMODATI ON
OR SERVICE THEREIN, OR IS AN ADDI TI ON TO SUCH HOUSI NG ACCOVMODATI ON AND
OTHERW SE ELI G BLE ACCORDI NG TO THE PREREQUISITES FOR MAJOR CAPI TAL
| MPROVEMENT RENT | NCREASES. ANY REPAI R OR REPLACEMENT | NTENDED TO MAI N-
TAI'N AN EXI STI NG SERVI CE SHALL NOI BE ELIG@BLE FOR A MAJOR CAPI TAL
| MPROVEMENT RENT | NCREASE;

(1'1'l') NO APPLI CATI ON FOR A MAJOR CAPI TAL | MPROVEMENT RENT | NCREASE MAY
BE APPROVED | F THERE EXI ST ANY OUTSTANDI NG HAZARDOUS VI OLATI ONS AT THE
TI ME OF THE CONSI DERATI ON OF SUCH APPLI CATI ON, AS DETERM NED PURSUANT TO
REGULATI ONS OF THE DI VI SION OF HOUSING AND COVWUNI TY RENEWAL OR ANY
AGENCY ADM NI STERI NG AND ENFORCI NG A BUI LDI NG CCDE | N THE JURI SDI CTI ON
IN VH CH THE PROPERTY IS LOCATED, UNLESS IT IS DETERM NED BY THE DI VI -
SION OF HOUSI NG AND COMVUNI TY RENEWAL THAT SUCH WORK IS ESSENTI AL TO THE
ALLEVI ATION OF THE VI OLATI ONS AND SUCH APPROVAL IS CONSI STENT W TH THE
PROVI SIONS OF THI' S SECTI ON. EXCEPT IN THE CASE OF EMERGENCY OR GOOD
CAUSE, THE OWER OF THE PROPERTY SHALL FILE, NOTI LESS THAN THI RTY DAYS
BEFORE THE COMMENCEMENT OF THE | MPROVEMENT, W TH THE DI VI SI ON OF HOUSI NG
AND COVMUNI TY RENEWAL A STATEMENT CONTAI NI NG | NFORVATI ON OQUTLI NING  THE
SCOPE OF WORK, EXPECTED DATE OF COMPLETI ON FOR SUCH WORK AND AN AFFI DA-
VIT SETTI NG FORTH THE FOLLOW NG | NFORVATI ON:

(A) EVERY OMNER OF RECORD AND OMNER OF A SUBSTANTI AL | NTEREST IN THE
PROPERTY OR ENTITY OAMI NG THE PROPERTY OR SPONSORI NG THE | MPROVEMENT;
AND

(B) A STATEMENT THAT NONE OF SUCH PERSONS HAD, WTHI N THE FIVE YEARS
PRIOR TO THE | MPROVEMENT, BEEN FOUND TO HAVE HARASSED OR UNLAWFULLY
EVI CTED TENANTS BY JUDGMVENT OR DETERM NATI ON OF A COURT OR AGENCY UNDER
THE PENAL LAW ANY STATE OR LOCAL LAW REGULATI NG RENTS OR ANY STATE OR
LOCAL LAW RELATI NG TO HARASSMENT OF TENANTS OR UNLAWFUL EVI CTI ON.

UPON RECEI PT OF THE SCOPE OF WORK AND AFFI DAVI T PROVI DED FOR HEREIN,
THE DIVISION OF HOUSI NG AND COMVUNI TY RENEWAL SHALL PROVI DE THE TENANTS
I N OCCUPANCY I N SUCH BUI LDI NGS W TH SUCH | NFORVATION. THE DIVISION OF
HOUSI NG AND COVMUNI TY RENEWAL SHALL, I N ADDI TI ON, | MPLEMENT PROCEDURES
I NCLUDI NG BUT NOT LIMTED TO, ELICI TI NG TENANT COWENTS TO DETERM NE
WHETHER MAJOR CAPI TAL | MPROVEMENT REHABI LI TATI ON WORK HAS BEEN SATI SFAC-
TORILY COVWPLETED. NO MAJOR CAPITAL | MPROVEMENT RENT | NCREASE SHALL
BECOVE EFFECTI VE UNTI L ANY DEFECTI VE OR DEFI CI ENT REHABI LI TATI ON WORK
HAS BEEN CURED.

(6-C) THE |INCREASE PERM TTED FOR SUCH CAPI TAL | MPROVEMENT SHALL BE
COLLECTED AS A MONTHLY SURCHARGE TO THE LEGAL REGULATED RENT. | T SHALL
BE SEPARATELY DESI GNATED AND BI LLED AS SUCH AND SHALL NOT BE COVPOUNDED
BY ANY ANNUAL ADJUSTMENT OF THE LEVEL OF FAIR RENT PROVIDED FOR UNDER
SUBDI VI SION B OF SECTI ON 26-510 OF THI S LAW THE SURCHARGE ALLOCABLE TO
EACH APARTMENT SHALL BE AN AMOUNT EQUAL TO THE COST OF THE | MPROVEMENT
D VIDED BY EIGHTY-FOUR DI VIDED BY THE NUMBER OF ROOVS | N THE BUI LDI NG
AND THEN MULTI PLI ED BY THE NUMBER OF ROOMS | N SUCH APARTMENT;  PROVI DED
THAT THE SURCHARGE ALLOCABLE TO ANY APARTMENT, | N ANY ONE YEAR MAY NOT
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EXCEED AN AMOUNT EQUAL TO SI X PERCENT OF THE MONTHLY RENT COLLECTED BY
THE OMER FOR SUCH APARTMENT AS SET FORTH I N THE SCHEDULE OF GRCSS
RENTS. ANY EXCESS ABOVE SAI D SI X PERCENT SHALL BE CARRIED FORWARD AND
COLLECTED | N FUTURE YEARS AS A FURTHER SURCHARGE NOT TO EXCEED AN ADDI -
TIONAL SI X PERCENT I N ANY ONE YEAR PERIOD UNTIL THE TOTAL SURCHARGE
EQUALS THE AMOUNT |IT WOULD HAVE BEEN | F THE AFOREMENTI ONED SI X PERCENT
LI M TATI ON DI D NOT APPLY.

(6-D) COLLECTI ON OF SURCHARGES I N EXCESS OF THE LEVEL OF FAIR RENT
AUTHORI ZED PURSUANT TO PARAGRAPH SIX-B AND SI X-C OF THI'S SUBDI VI SI ON
SHALL CEASE WHEN THE OWNER HAS RECOVERED THE COST OF THE MAJOR CAPI TAL
| MPROVEMENT.

S 5. Paragraph 3 of subdivision d of section 6 of section 4 of chapter
576 of the |laws of 1974, constituting the emergency tenant protection
act of nineteen seventy-four, as anended by chapter 749 of the I|aws of
1990, is amended to read as foll ows:

(3) (I) COLLECTION OF SURCHARGES I N ADDI TION TO THE LEGAL REGULATED
RENT AUTHORI ZED PURSUANT TO SUBPARAGRAPH (I1) OF TH'S PARAGRAPH SHALL
CEASE WHEN THE OWER HAS RECOVERED THE COST OF THE MAJOR CAPI TAL
| MPROVEMENT;

(I'l) there has been since January first, nineteen hundred seventy-four
a maj or capital inprovenent [required for the operation, preservation or
mai nt enance of the structure. An adjustnent under this paragraph shall
be in an anmount sufficient to anortize the cost of the inprovenents
pursuant to this paragraph over a seven-year period]; PROVIDED THAT THE
COW SSI ONER  FI RST FI NDS THAT SUCH | MPROVEMENTS ARE DEEMED DEPRECI ABLE
UNDER THE | NTERNAL REVENUE CODE AND SUCH | MPROVEMENTS ARE REQUI RED FOR
THE OPERATI ON OR PRESERVATI ON OF THE STRUCTURE. HOWEVER, NO MAJOR CAPI -
TAL | MPROVEMENT RENT | NCREASE W LL BE APPROVED BY THE DI VI SION OF HOUS-
| NG AND COVMUNI TY RENEWAL UNLESS THE WORK PERFORMED | S AN ENHANCEMENT OR
UPGRADE TO A HOUSI NG ACCOVMODATI ON OR SERVI CE THEREIN, OR IS AN ADDI TI ON
TO SUCH HOUSI NG ACCOVMODATI ON AND OTHERW SE ELI G BLE ACCORDI NG TO THE
PREREQUI SI TES FOR MAJOR CAPI TAL | MPROVEMENT RENT | NCREASES. ANY REPAIR
OR REPLACEMENT | NTENDED TO MAINTAIN AN EXI STI NG SERVI CE SHALL NOT BE
ELI G BLE FOR A MAJOR CAPI TAL | MPROVEMENT RENT | NCREASE. NO APPLI CATI ON
FOR A MAJOR CAPI TAL | MPROVEMENT RENT | NCREASE MAY BE APPROVED | F THERE
EXI ST ANY OUTSTANDI NG HAZARDOUS VI OLATI ONS AT THE TI ME OF THE CONSI DER-
ATI ON  OF SUCH APPLI CATI ON, AS DETERM NED PURSUANT TO REGULATI ONS OF THE
DI VI SI ON OF HOUSI NG AND COVMUNI TY RENEWAL OR ANY AGENCY ADM NI STERI NG
AND ENFORCI NG A BU LDI NG CODE I N THE JURI SDI CTI ON I N WH CH THE PROPERTY
| S LOCATED, UNLESS IT IS DETERMNED BY THE DIVISION OF HOUSING AND
COVWUNI TY RENEWAL THAT SUCH WORK |'S ESSENTI AL TO THE ALLEVI ATI ON OF THE
VI OLATI ONS AND SUCH APPROVAL |'S CONSI STENT WTH THE PROVISIONS OF THI' S
SECTI ON. EXCEPT I N THE CASE OF EMERGENCY OR GOOD CAUSE, THE OMNER OF THE
PROPERTY SHALL FILE, NOT LESS THAN TH RTY DAYS BEFORE THE COMVENCEMENT
OF THE | MPROVEMENT, W TH THE DI VI SI ON OF HOUSI NG AND COVWWUNI TY RENEWAL A
STATEMENT CONTAI NI NG | NFORMATI ON OQUTLI NI NG THE SCOPE OF WORK, EXPECTED
DATE OF COWLETION FOR SUCH WORK AND AN AFFI DAVI T SETTI NG FORTH THE
FOLLOW NG | NFORMATI ON: (A) EVERY OMNER OF RECORD AND OMNER OF A SUBSTAN-
TI AL | NTEREST IN THE PROPERTY OR ENTITY OMNNI NG THE PROPERTY OR SPONSOR-
I NG THE | MPROVEMENT; AND (B) A STATEMENT THAT NONE OF SUCH PERSONS HAD,
WTH N THE FI VE YEARS PRIOR TO THE | MPROVEMENT, BEEN FOUND TO HAVE
HARASSED OR UNLAWFULLY EVI CTED TENANTS BY JUDGVENT OR DETERM NATI ON OF A
COURT OR AGENCY UNDER THE PENAL LAW ANY STATE OR LOCAL LAW REGULATI NG
RENTS OR ANY STATE OR LOCAL LAW RELATI NG TO HARASSMENT OF TENANTS OR
UNLAWFUL EVICTION. UPON RECEIPT OF THE SCOPE OF WORK AND AFFI DAVI T
PROVI DED FOR HEREI N, THE DI VI SI ON OF HOUSI NG AND COVMUNI TY RENEWAL SHALL
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PROVI DE THE TENANTS | N OCCUPANCY I N SUCH BU LDINGS W TH SUCH | NFORWA-
TION. THE DI VI SI ON OF HOUSI NG AND COVMUNI TY RENEWAL SHALL, | N ADDI TI ON,
| MPLEMENT PROCEDURES | NCLUDI NG BUT NOT LIMTED TO, ELIC TING TENANT
COMWENTS TO DETERM NE WHETHER MAJOR CAPI TAL | MPROVEMENT REHABI LI TATI ON
WORK HAS BEEN SATI SFACTORI LY COWLETED. NO MAJOR CAPI TAL | MPROVEMENT
RENT | NCREASE SHALL BECOVE EFFECTI VE UNTI L ANY DEFECTI VE OR DEFI Cl ENT
REHABI LI TATI ON WORK HAS BEEN CURED. THE | NCREASE PERM TTED FOR SUCH
CAPI TAL | MPROVEMENT SHALL BE COLLECTED AS A MONTHLY SURCHARGE TO THE
LEGAL REGULATED RENT. | T SHALL BE SEPARATELY DESI GNATED AND BILLED AS
SUCH AND SHALL NOT BE COVPOUNDED BY ANY ANNUAL RENT ADJUSTMENT AUTHOR-
| ZED BY THE RENT GUI DELI NES BOARD UNDER THI' S ACT. THE SURCHARGE ALLOCA-
BLE TO EACH APARTMENT SHALL BE AN AMOUNT EQUAL TO THE COST OF THE
| MPROVEMENT DI VI DED BY EI GHTY- FOUR, DI VI DED BY THE NUMBER OF ROOVS [N
THE BUI LDI NG AND THEN MULTI PLI ED BY THE NUMBER OF ROOMVS | N SUCH APART-
MENT; PROVI DED THAT THE SURCHARGE ALLOCABLE TO ANY APARTMENT I N ANY ONE
YEAR MAY NOT EXCEED AN AMOUNT EQUAL TO SI X PERCENT OF THE MONTHLY RENT
COLLECTED BY THE OMNER FOR SUCH APARTMENT AS SET FORTH IN THE SCHEDULE
OF GROSS RENTS. ANY EXCESS ABOVE SAID SI X PERCENT SHALL BE CARRI ED
FORWARD AND COLLECTED IN FUTURE YEARS AS A FURTHER SURCHARGE NOT TO
EXCEED AN ADDI TI ONAL SI X PERCENT | N ANY ONE YEAR PERI OD UNTIL THE TOTAL
SURCHARGE EQUALS THE AMOUNT | T WOULD HAVE BEEN | F THE AFOREMENTI ONED SI X
PERCENT LI M TATI ON DI D NOT APPLY, or

S 6. 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 anmended to read as foll ows:

No application for adjustment of maxi numrent based upon a sales price
val uation shall be filed by the I andl 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 deternmine 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 determnmination that the val uation
of the property is an amount 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, excludi ng nortgage interest and anortization, and excl udi ng
al |l omances for depreciation, obsolescence and reserves, which have
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occurred since the federal date determ ning the maxi rumrent 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 fromthe controll ed housi ng accommbdations sufficient to offset
unavoi dabl e increases in property taxes and other costs as are allocable
to such controlled housing accommopdati ons, including costs of operation
of such hotel or room ng house, but excluding nortgage interest and
anortization, and excluding allowances for depreciation, obsol escence
and reserves, which have occurred since the federal date deternining the
maxi mum rent or the date the |andlord 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-
ing acconmodation, which |ease provides for an increase in the maxi mum
rent not in excess of fifteen per centumand for a termof not |ess than
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 pment 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, inthe 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 adjustnent
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
acconmmodations as a result of a substantial rehabilitation of the build-
i ng or housing accommobdation therein which materially adds to the value
of the property or appreciably prolongs its life, excluding ordinary
repairs, maintenance and replacenents; or (7) (1) COLLECTION OF
SURCHARGES TO THE MAXI MUM RENT AUTHORI ZED PURSUANT TO I TEM (I1) OF TH' S
CLAUSE SHALL CEASE WHEN THE OMWNER HAS RECOVERED THE COST OF THE MAJOR
CAPI TAL | MPROVEMENT; (11) there has been since March first, nineteen
hundred fifty, a major capital inprovenent [required for the operation,
preservation or mai ntenance of the structure]; PROVIDED THAT THE COW S-
SIONER  FI RST FINDS THAT SUCH | MPROVEMENTS ARE DEEMED DEPRECI ABLE UNDER
THE | NTERNAL REVENUE CODE AND SUCH | MPROVEMENTS ARE REQUIRED FOR THE
OPERATI ON OR PRESERVATION OF THE STRUCTURE. HOWEVER, NO MAJOR CAPI TAL
| MPROVEMENT RENT | NCREASE W LL BE APPROVED BY THE DIVISION OF HOUSI NG
AND COVMUNITY RENEWAL UNLESS THE WORK PERFORMED |I'S AN ENHANCEMENT OR
UPGRADE TO A HOUSI NG ACCOVMODATI ON OR SERVI CE THEREIN, OR IS AN ADDI TI ON
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TO SUCH HOUSI NG ACCOVMODATI ON AND OTHERW SE ELI G BLE ACCORDING TO THE
PREREQUI SI TES FOR MAJOR CAPI TAL | MPROVEMENT RENT | NCREASES. ANY REPAI R
OR REPLACEMENT | NTENDED TO MAI NTAIN AN EXI STING SERVICE SHALL NOT BE
ELI G BLE FOR A MAJOR CAPI TAL | MPROVEMENT RENT | NCREASE. NO APPLI CATI ON
FOR A MAJOR CAPI TAL | MPROVEMENT RENT | NCREASE MAY BE APPROVED | F THERE
EXI ST ANY OUTSTANDI NG HAZARDOUS VI OLATI ONS AT THE TI ME OF THE CONSI DER-
ATI ON OF SUCH APPLI CATI ON, AS DETERM NED PURSUANT TO REGULATI ONS OF THE
DIVISION OF HOUSI NG AND COVMUNI TY RENEWAL OR ANY AGENCY ADM NI STERI NG
AND ENFORCI NG A BUI LDING CODE IN THE JURI SDI CTION I N WHI CH THE PROPERTY
IS LOCATED, UNLESS IT IS DETERM NED BY THE DI VI SI ON OF HOUSI NG AND
COVWUNI TY RENEWAL THAT SUCH WORK | S ESSENTI AL TO THE ALLEVI ATION OF THE
VI OLATIONS AND SUCH APPROVAL | S CONSI STENT W TH THE PROVI SIONS OF THI S
SECTI ON. EXCEPT I N THE CASE OF EMERGENCY OR GOOD CAUSE, THE OMNER OF THE
PROPERTY SHALL FILE, NOT LESS THAN THI RTY DAYS BEFORE THE COMVENCEMENT
OF THE | MPROVEMENT, W TH THE DI VI SI ON OF HOUSI NG AND COVUNI TY RENEWAL A
STATEMENT  CONTAI NI NG | NFORMATI ON QUTLI NI NG THE SCOPE OF WORK, EXPECTED
DATE OF COVPLETI ON FOR SUCH WORK AND AN AFFIDAVIT SETTING FORTH THE
FOLLOW NG | NFORMATI ON: (A) EVERY OMNER OF RECORD AND OMNER OF A SUBSTAN-
TIAL | NTEREST I N THE PROPERTY OR ENTI TY OMI NG THE PROPERTY OR SPONSOR-
| NG THE | MPROVEMENT; AND (B) A STATEMENT THAT NONE OF SUCH PERSONS HAD,
WTH N THE FIVE YEARS PRIOR TO THE | MPROVEMENT, BEEN FOUND TO HAVE
HARASSED OR UNLAWFULLY EVI CTED TENANTS BY JUDGVENT OR DETERM NATI ON OF A
COURT OR AGENCY UNDER THE PENAL LAW ANY STATE OR LOCAL LAW REGULATI NG
RENTS OR ANY STATE OR LOCAL LAW RELATI NG TO HARASSMENT OF TENANTS OR
UNLAWFUL EVI CTI ON. UPON RECEI PT OF THE SCOPE OF WORK AND AFFIDAVIT
PROVI DED FOR HEREIN, THE DI VI SI ON OF HOUSI NG AND COVMUNI TY RENEWAL SHALL
PROVIDE THE TENANTS | N OCCUPANCY I N SUCH BUI LDI NGS W TH SUCH | NFORVA-
TION. THE DI VI SION OF HOUSI NG AND COVUNI TY RENEWAL SHALL, I N ADDI TI ON,
| MPLEMENT PROCEDURES | NCLUDING BUT NOT LIMTED TO, ELICI TI NG TENANT
COMMVENTS TO DETERM NE WHETHER MAJOR CAPI TAL | MPROVEMENT REHABI LI TATI ON
WORK HAS BEEN SATI SFACTORILY COWLETED. NO MAJOR CAPI TAL | MPROVEMENT
RENT | NCREASE SHALL BECOVE EFFECTI VE UNTIL ANY DEFECTIVE OR DEFI Cl ENT
REHABI LI TATION WORK HAS BEEN CURED. THE | NCREASE PERM TTED FOR SUCH
CAPI TAL | MPROVEMENT SHALL BE COLLECTED AS A MONTHLY SURCHARGE TO THE
MAXI MUM  RENT. | T SHALL BE SEPARATELY DESI GNATED AND BI LLED AS SUCH AND
SHALL NOT BE COVPOUNDED BY ANY OTHER ADJUSTMENT TO THE MAXI MUM RENT. THE
SURCHARGE ALLOCABLE TO EACH APARTMENT SHALL BE AN AMOUNT EQUAL TO THE
COST OF THE | MPROVEMENT DI VI DED BY EI GHTY- FOUR, DI VI DED BY THE NUMBER OF
ROOVG IN THE BU LD NG AND THEN MULTI PLI ED BY THE NUMBER OF ROOMS | N
SUCH APARTMENT; PROVI DED THAT THE SURCHARGE ALLOCABLE TO ANY APARTMENT
IN ANY ONE VYEAR MAY NOT EXCEED AN AMOUNT EQUAL TO SI X PERCENT OF THE
MONTHLY RENT COLLECTED BY THE OMNER FOR SUCH APARTMENT AS SET FORTH |IN
THE SCHEDULE OF GROSS RENTS. ANY EXCESS ABOVE SAI D SI X PERCENT SHALL BE
CARRI ED FORWARD AND COLLECTED | N FUTURE YEARS AS A FURTHER SURCHARGE NOT
TO EXCEED AN ADDI TIONAL SI X PERCENT I N ANY ONE YEAR PERI OD UNTI L THE
TOTAL SURCHARGE EQUALS THE AMOUNT | T WOULD HAVE BEEN |F THE AFOREMEN-
TI ONED SI X PERCENT LI M TATION DI D NOT APPLY; or (8) there has been since
March first, nineteen hundred fifty, in structures containing nore than
four housing acconmodati ons, other inprovenents nmade wth the express
consent of the tenants in occupancy of at |east seventy-five per centum
of the housi ng accommodati ons, provided, however, that no adjustnent
granted hereunder shall exceed fifteen per centumunless 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 sublet-
ting without witten consent fromthe landlord or an increase in the
nunber of adult occupants who are not nenbers of the imediate famly of
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the tenant, and the Ilandlord has not been conpensated therefor by
adjustrment of the nmaxinumrent by |ease or order of the comm ssion or
pursuant to the federal act; or (10) the presence of unique or peculiar
circunstances materially affecting the nmaximumrent has resulted in a
maxi mum rent which is substantially lower than the rents generally
prevailing in the sane area for substantially simlar housing accommo-
dati ons.

S 7. Paragraph 5 of subdivision d of section 6 of section 4 of chapter
576 of the laws of 1974, constituting the energency tenant protection
act of nineteen seventy-four, as anended by chapter 102 of the | aws of
1984, is anmended and a new paragraph 6 is added to read as foll ows:

(5) as an alternative to the hardship application provided under para-
graph four of this subdivision, owners of buildings acquired by the sane
owner or a related entity owned by the same principals three years prior
to the date of application may apply to the division for increases in
excess of the level of applicable guideline increases established under
this law based on a finding by the conm ssioner that such guideline
increases are not sufficient to enable the owner to maintain an annua
gross rent income for such building which exceeds the annual operating
expenses of such building by a sumequal to at |east five percent of
such gross rent. For the purposes of this paragraph, operating expenses
shall consist of the actual, reasonable, costs of fuel, labor, utili-
ties, taxes, other than income or corporate franchise taxes, fees,
permts, necessary contracted services and non-capital repairs, insur-
ance, parts and supplies, managenent fees and ot her adm nistrative costs
and nortgage interest. For the purposes of this paragraph, nortgage
interest shall be deenmed to nean interest on a bona fide nortgage
i ncluding an all ocable portion of charges related thereto. Criteria to
be considered in determning a bona fide nortgage other than an institu-
tional nortgage shall include[;]: condition of the property, |ocation of
the property, the existing nortgage market at the tine the nortgage is
pl aced, the termof the nortgage, the anortization rate, the principa
anmount of the nortgage, security and other ternms and conditions of the
nort gage. The conm ssioner shall set a rental value for any unit occu-
pied by the owner or a person related to the owner or unoccupied at the
owner's choice for nore than one nonth at the last regulated rent plus
t he m ni mum nunber of guidelines increases or, if no such regul ated rent
existed or is known, the comm ssioner shall inpute a rent consistent
with other rents in the building. The anobunt of hardship increase shal
be such as may be required to maintain the annual gross rent incone as
provi ded by this paragraph. The division shall not grant a hardship
application wunder this paragraph or paragraph four of this subdivision
for a period of three years subsequent to granting a hardship applica-
tion wunder the provisions of +this paragraph. The collection of any
increase in the rent for any housing accommodation pursuant to this
paragraph shall not exceed six percent in any year fromthe effective
date of the order granting the increase over the rent set forth in the
schedule of gross rents, with collectability of any dollar excess above
said sumto be spread forward in simlar increments and added to the
rent as established or set in future years. No application shall be
approved unless the owner's equity in such building exceeds five percent
of: (i) the arns length purchase price of the property; (ii) the cost of
any capital inmprovenments for which the owner has not collected a
surcharge; (iii) any repaynent of principal of any nortgage or |oan used
to finance the purchase of the property or any capital inprovenents for
whi ch the owner has not collected a surcharge; and (iv) any increase in
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the equalized assessed value of the property which occurred subsequent
to the first valuation of the property after purchase by the owner. For
t he purposes of this paragraph, owner's equity shall nmean the sum of (i)
the purchase price of the property |less the principal of any nortgage or
| oan wused to finance the purchase of the property, (ii) the cost of any
capital inprovenment for which the owner has not <collected a surcharge
| ess the principal of any nortgage or |oan used to finance said inprove-
ment, (iii) any repaynent of the principal of any nortgage or |oan used
to finance the purchase of the property or any capital inprovenent for
whi ch the owner has not collected a surcharge, and (iv) any increase in
the equal i zed assessed val ue of the property which occurred subsequent
to the first valuation of the property after purchase by the owner[.];
OR

(6) NOTW THSTANDI NG PARAGRAPH THREE OF THI'S SUBDI VI SI ON THERE SHALL BE
NO ADJUSTMENT FOR ANY MAJOR CAPI TAL | MPROVEMENT FUNDED | N ANY PART FROM
MONEYS PROVIDED BY THE NEW YORK STATE ENERGY RESEARCH AND DEVELOPMENT
AUTHORI TY.

S 8. Paragraph 1 of subdivision g of section 26-405 of the adm nistra-
tive code of the city of New York is anmended by adding a new subpara-
graph (p) to read as follows:

(P) NOTW THSTANDI NG SUBPARAGRAPH (G OR (K) OF THI S PARAGRAPH, THERE
SHALL BE NO ADJUSTMENT FOR ANY MAJOR CAPI TAL | MPROVEMENT OR FOR ANY
OTHER EXPENDI TURES TO | MPROVE, RESTORE OR PRESERVE THE QUALITY OF A
STRUCTURE | F SUCH MAJOR CAPI TAL | MPROVEMENT OR SUCH OTHER EXPENDI TURE | S
FUNDED | N ANY PART FROM MONEYS PROVI DED BY THE NEW YORK STATE ENERGY
RESEARCH AND DEVELOPMENT AUTHORI TY.

S 9. This act shall take effect inmmediately; provided that the anend-
nments to section 26-405 of the city rent and rehabilitation | aw nade by
sections one, two and eight of this act shall remain in full force and
effect only so long as the public emergency requiring the regulation and
control of residential rents and evictions continues, as provided in
subdivision 3 of section 1 of the |ocal energency housing rent contro
act; provided that the amendnent to section 26-511 of the rent stabili-
zation law of nineteen hundred sixty-nine made by sections three and
four of this act shall expire on the sane date as such law expires and
shall not affect the expiration of such | aw as provi ded under section
26-520 of such law, as fromtinme to time anended; provided that the
amendnents to section 6 of the emergency tenant protection act of nine-
teen seventy-four made by sections five and seven of this act shal
expire on the same date as such act expires and shall not affect the
expi ration of such act as provided in section 17 of chapter 576 of the
| aws of 1974, as fromtine to tinme anended; and provided that the anend-
ment to section 4 of the energency housing rent control |aw rmade by
section six of this act shall expire on the sane date as such |aw
expires and shall not affect the expiration of such |aw as provided in
subdi vision 2 of section 1 of chapter 274 of the | aws of 1946.



