OCoO~NOUIWN P

STATE OF NEW YORK

6322

2019- 2020 Regul ar Sessi ons

| N ASSEMBLY

March 5, 2019

Introduced by M of A BARNWELL, JOYNER -- read once and referred to the
Commi ttee on Housi ng

AN ACT elimnating rent increases based on najor capital inprovenents;
to amend chapter 274 of the laws of 1946, constituting the energency
housing rent control |aw, the energency tenant protection act of nine-
teen seventy-four and the adm nistrative code of the city of New York
in relation to elimnating rent increases to pay for major capital
i mprovenent s

The People of the State of New York, represented in Senate and Assem
bly, do enact as foll ows:

Section 1. Legislative findings and declaration of energency. The
| egi slature hereby finds and declares that the serious public energency
which led to the enactnent of the existing aws regul ating residenti al
rents and evictions continues to exist. The legislature further finds
that a majority of househol ds currently occupyi ng housi ng accommpdati ons
subject to rent laws are rent-burdened; that permanent increases in
rents are no |onger necessary to incentivize rental property owners to
make, or to conpensate |landlords for, necessary major capital inmprove-
ments; that publicly funded tax incentives and other subsidies are
available to rental property owners to support major capital inprove-
ments; that value frommajor capital inprovenents accrues to renta
property owners through increased property values and sale prices; that,
due to market <conditions in localities subject to rent laws, renta
property owners are already able to realize a reasonable return on their
investnents in major capital inprovements through increased property
val ues and sal e prices alone; and that provisions for hardship increases
under existing rent |aws already ensure that rental property owners are
able to operate rent regul ated housing without incurring undue |osses.
The legislature further declares and finds that a substantial nunber of
the rent increases previously granted for nmajor capital inprovenents
were tainted by inflated costs, particularly in the | ast seven years;

EXPLANATI ON- - Matter in italics (underscored) is new, matter in brackets
[-] is old lawto be onmitted
LBD02240-03-9



OCOO~NOUIRWNPEF

A 6322 2

that the provision of permanent rent increases for major capital
i nprovements in existing rent laws has resulted in exactions of unjust,
unreasonabl e and oppressive rents, as well as profiteering, speculation
and ot her disruptive practices tending to produce tenant dislocation and
threats to the public health, safety and general welfare; that such
results were contrary to the intent and purpose of the existing rent
laws; that it 1is therefore necessary to anend the rent laws to renpve
any provision of a permanent rent increase based upon mgjor capital
i nprovenments; and that it is additionally necessary to repeal rent
i ncreases based upon mgjor capital inprovements that becane effective
within the previous seven years.

8§ 2. (a) The division of housing and comunity renewal, the "divi-
sion", shall adm nister the elimnation of rent increases based upon
maj or capital inprovenents pursuant to this act. The division shall no
| onger grant rent increases on the basis of major capital inprovenents
at buildings subject to rent regulation or rent stabilization pursuant
to the enmergency rent control |law, the energency tenant protection act
and/or the admnistrative code of the city of New York. Al pending
applications for rent increases based upon mmjor capital inprovenents
shall be denied, and the division shall issue orders disposing of pend-
ing applications as necessary.

(b) Any rent increase based upon mmjor capital inmprovenents previously
ordered by the division, pursuant to the energency rent control law, the
energency tenant protection act and/or the adm nistrative code of the
city of New York, with an effective date within the seven years prior to
the effective date of this act shall be repealed effective i mediately
unl ess the division finds a basis for linmting the repeal pursuant to
subdivision (d) of this section. For all affected housing accomo-
dations, the division shall determ ne what the present legal rent would
be for each such accomodation if the division had not ordered any rent
i ncreases based upon mmjor capital inprovenments during the repeal peri-
od, and this anmount shall be the proposed new | egal rent.

(c) Wthin 180 days of the effective date of this act, the division of
housing and conmunity renewal shall deternine the proposed new | egal
rents for all affected housing accommpdati ons pursuant to subdivision
(b) of this section and shall also provide witten notification to al
current owners and tenants of affected accommodations as to the anount
of the proposed new | egal rents, the basis for the departnent's determ -
nation, and the tine for each affected party to submt additional infor-
mation that the division shall consider before issuing a final order
determning the new | egal rents, which shall not be |less than 45 days.
Unl ess an owner of an affected building has submitted a tinmely applica-
tion to the division for alinmtation pursuant to subdivision (d) of
this section, the division shall issue a final order determning the new
legal rents for affected housing acconmopdations within 365 days of the
effective date of this act.

(d) (1) Wthin 90 days of receiving witten notice of proposed new
legal rents from the division pursuant to subdivision (c) of this
section, a building owner may apply to the conm ssioner of housing and
community renewal for an order limting the anount of the repeal of rent
increases under this act based upon a finding by the comi ssioner of
housi ng and community renewal that the proposed new legal rents are not
sufficient to enable the owner to naintain an annual gross rent income
for such buil ding which exceeds the annual operating expenses of such
building by a sumequal to at least five percent of such gross rent. In
bui | di ngs for which the conm ssioner of housing and conmunity renewal
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finds that the proposed new | egal rents are not sufficient to enable the
owner to maintain an annual gross rent income for such building which
exceeds the annual operating expenses of such building by a sumequal to
at least five percent of such gross rent, the repeal anount of rent
i ncreases based upon mmjor capital inprovenents shall be limted to an
amount such that the annual operating expenses of the building do not
exceed ninety-five percent of the new proposed annual gross rent income
for such buil di ng.
(2) For the purposes of this subdivision, operating expenses shal

consi st of the actual, reasonable, costs of fuel, labor, wutilities,
taxes, other than income or corporate franchise taxes, fees, pernits,
necessary contracted services and noncapital repairs, insurance, parts

and supplies, managenent fees and other adm nistrative costs and nort-
gage interest. For the purposes of this subdivision, nortgage interest
shall be deemed to nean interest on a bona fide nortgage including an
al | ocabl e portion of charges related thereto. Criteria to be considered
in determning a bona fide nortgage other than an institutional nortgage
shall include: condition of the property, location of the property, the
exi sting nortgage market at the tinme the nortgage is placed, the term of
the nortgage, the anortization rate, the principal anbunt of the nort-
gage, security and other ternms and conditions of the nortgage. For the
pur poses of this subdivision, gross annual rent incone for a building
shall include a rental value set by the comn ssioner of housing and
community renewal for any unit occupied by the owner or a person rel ated
to the owner or unoccupied at the owner's choice for nore than one nonth
at the last regulated rent plus the minimm nunber of guidelines
increases or, if no such regulated rent existed or is known, the conm s-
sioner shall inpute a rent consistent with other proposed new | egal
rents in the building.

(e) The division shall require that owners refund any increase in a
tenant's security deposit ampunt collected in excess of a new |l egal rent
established wunder this act within thirty days of the departnent's issu-
ance of an order determining new legal rents. Such excess security
deposit anmobunt may be refunded in the formof a rent credit applied
toward the affected tenant's next nmonthly rent paynent, and affected
tenants are entitled to self-deduct the refund amount from future rent
payment s.

(f) The new legal rent shall be the |legal rent beginning on the date
rent is required to be paid next succeeding the issuance of a final
order determ ning new | egal rents under this act.

(g) Any | ease agreement executed after the issuance of a final order
determining new legal rents under this act shall be deened to incorpo-
rate the rent amounts and effective dates set forth in such order

(h) Any tenant residing in an affected housing acconmodation may
assert their entitlenent to the repeal of prior rent under subdivision
(b) of this section, as a defense or counterclaimin any |egal proceed-
ing predicated upon a landlord' s claimof default in the paynent of rent
pursuant to an agreement. Any court with jurisdiction over a landlord's
claimas to a tenant's default in the paynent of rent shall also adjudi-
cate and have primary jurisdiction over the tenant's assertion of a
defense or counterclaimunder this provision if the department has not
yet issued an order determning the new legal rent. A court order nade
under this subdivision shall not in any way be deened to inpair a build-
ing owner's right or tine to apply for a linitation under subdivision
(d) of this section.
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(i) Al final orders issued by the departnent pursuant to subdivisions
(b), (c), and (d) of this section shall be subject to appeal pursuant to
exi sting procedures for admnistrative review before the division.

8§ 3. Paragraph 2 of subdivision 3-a of section 4, subparagraphs 7, 8,
9 and 10 of the second undesi gnated paragraph of paragraph (a) of subdi-
vision 4 of section 4, and subdivision 9 of section 5 of chapter 274 of
the laws of 1946, constituting the energency housing rent control |aw,
paragraph 2 of subdivision 3-a of section 4 as anended by chapter 337 of
the laws of 1961, subparagraphs 8, 9 and 10 of the second undesignated
paragraph of paragraph (a) of subdivision 4 of section 4 as anended by
section 25 of part B of chapter 97 of the laws of 2011, subparagraph 7
of the second undesignated paragraph of paragraph (a) of subdivision 4
of section 4 as anended by section 32 of part A of chapter 20 of the
|l aws of 2015, and subdivision 9 of section 5 as added by chapter 116 of
the |l aws of 1997, are amended to read as foll ows:

(2) the anpbunt of increases in maximum rent authorized by order
because of increases in dwelling space, services, furniture, furnishings

] there has been si nce Nhrch flrst

ni net een hundred fifty, |n structures containing nore than four hou5|ng
accommodati ons, other inprovenments nade with the express consent of the
tenants in occupancy of at |east seventy-five per centumof the housing
accommodati ons, provided, however, that no adjustnent granted hereunder
shal | exceed fifteen per centumunless the tenants have agreed to a
hi gher percentage of increase, as herein provided; or [(8)}] (8) there
has been, since March first, nineteen hundred fifty, a subletting wth-
out witten consent fromthe landlord or an increase in the nunber of
adult occupants who are not nenbers of the imediate famly of the
tenant, and the landlord has not been conpensated therefor by adjustnent
of the maxinmumrent by | ease or order of the commission or pursuant to
the federal act; or [&0)3] (9) the presence of wunique or peculiar
circunstances nmaterially affecting the maxinmumrent has resulted in a
maxi mum rent which is substantially lower than the rents generally
prevailing in the same area for substantially simlar housing accomop-
dat i ons.

9. Notwi thstanding any provision of this lawto the contrary in the
case where all tenants occupying the housing accommpdati on on the effec-
tive date of this subdivision have vacated the housi ng acconmodati on and
a famly nmenber of such vacating tenant or tenants is entitled to and
continues to occupy the housing accommbdati on subject to the protections
of this law, if such accomodati on continues to be subject to this [|aw
after such famly nmenber vacates, on the occurrence of such vacancy the
maxi mum col | ectable rent shall be increased by a sumequal to the allow
ance then in effect for vacancy |eases for housing acconmnobdations
covered by the rent stabilization |aw of nineteen hundred sixty-nine,
i ncluding the amount all owed by paragraph five-a of subdivision c¢ of
section 26-511 of such law. This increase shall be in addition to any
ot her increases provided in this law including an adjustnent based upon

[ a—rBj-or—capital—inprovenrpnt——o+] a substantial increase or decrease in

dwel I i ng space or a change in the services, furniture, furnishings or
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equi prrent  provided in the housing accommopdation, pursuant to section
four of this Iaw and shall be applicable in |like manner to each second
subsequent successi on.

8 4. Paragraphs 3, 4, and 5 of subdivision d and subdivision g of
section 6 of section 4 of chapter 576 of the laws of 1974, constituting
the enmergency tenant protection act of nineteen seventy-four, paragraph
3 of subdivision d as anended by section 30 of part A of chapter 20 of
the laws of 2015, paragraph 4 of subdivision d as anmended by chapter 403
of the laws of 1983, paragraph 5 of subdivision d as anended by chapter
102 of the laws of 1984, and subdivision g as added by chapter 116 of
the |l aws of 1997, are anmended to read as foll ows:

(3) [Lhe#9—has7been—s+nee—4anHa#y—#+#s%7—n+ﬂe%eeﬂ7haﬁd4@d—se¥en}y—tea#

eter—the—etective—date—ol—therept—aect—er201E—or

4] an owner by application to the state division of housing and
community renewal for increases in the rents in excess of the rent
adj ust nent aut horized by the rent guidelines board under this act estab-
lishes a hardship, and the state division finds that the rate of rent
adjustnent is not sufficient to enable the owner to maintain approxi-
mately the sane rati o between operating expenses, including taxes and
| abor costs but excluding debt service, financing costs, and nanagenent
fees, and gross rents which prevailed on the average over the immediate
preceding five vyear period, or for the entire life of the building if
| ess than five years, or

[655] (4) as an alternative to the hardship application provided under
par agraph [few] three of this subdivision, owners of buildings acquired
by the sane owner or a related entity owned by the sane 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
establ i shed under this |aw based on a finding by the comissioner that
such guideline increases are not sufficient to enable the owner to nain-
tain an annual gross rent incone 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, utilities, taxes, other than incone or corporate franchise
taxes, fees, permts, necessary contracted services and non-capital
repairs, insurance, parts and supplies, managenent fees and other adm n-
istrative costs and nortgage interest. For the purposes of this para-
graph, nortgage interest shall be deened to nean interest on a bona fide
nortgage including an allocable portion of charges related thereto.
Criteria to be considered in determ ning a bona fide nortgage other than
an institutional nortgage shall include; condition of the property,
| ocation of the property, the existing nortgage nmarket at the tinme the
nmortgage is placed, the termof the nortgage, the anortization rate, the
princi pal anmount of the nortgage, security and other terms and condi-
tions of the nortgage. The comm ssioner shall set a rental value for any
unit occupied by the owner or a person related to the owner or unoccu-
pied at the owner's choice for nore than one nonth at the |ast regul ated
rent plus the mninmm nunber of guidelines increases or, if no such
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regul ated rent existed or is known, the comm ssioner shall inpute a rent
consistent with other rents in the building. The amount of hardship
increase shall be such as may be required to maintain the annual gross

rent income as provided by this paragraph. The division shall not grant
a hardship application under this paragraph or paragraph [feu] three of
this subdivision for a period of three years subsequent to granting a
hardship application wunder the provisions of this paragraph. The
collection of any increase in the rent for any housing acconmnpdation
pursuant to this paragraph shall not exceed six percent in any year from
the 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 sum to 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 inprovenents for which the owner has not
collected a surcharge; (iii) any repaynent of principal of any nortgage
or loan wused to finance the purchase of the property or any capital

i mprovenments for which the owner has not collected a surcharge; and (iv)
any increase in the equalized assessed value of the property which
occurred subsequent to the first wvaluation of +the property after
purchase by the owner. For the purposes of this paragraph, owner's equi-
ty shall mean the sumof (i) the purchase price of the property |less the
princi pal of any nortgage or |loan used to finance the purchase of the
property, (ii) the cost of any capital inprovenent for which the owner
has not collected a surcharge less the principal of any nortgage or | oan
used to finance said inprovenment, (iii) any repayment of the principa

of any nortgage or | oan used to finance the purchase of the property or
any capital inprovenent for which the owner has not «collected a
surcharge, and (iv) any increase in the equalized assessed val ue of the
property which occurred subsequent to the first valuation of the proper-
ty after purchase by the owner.

g. Notwi thstanding any provision of this act to the contrary in the
case where all tenants nanmed in a | ease have pernanently vacated a hous-
i ng accomopdation and a famly nmenber of such tenant or tenants is enti-
tled to and executes a renewal |ease for the housing accommpdation if
such accommodati on continues to be subject to this act after such famly
nmenber vacates, on the occurrence of such vacancy the I|egal regulated
rent shall be increased by a sumequal to the allowance then in effect
for vacancy | eases, including the ambunt allowed by subdivision (a-1) of
section ten of this act. Such increase shall be in addition to any ot her
i ncreases provided for in this act including an adjustment based upon [a&
aj-or—ecapital—-Aproverent—or] a substantial nodification or increase of
dwel I i ng space or services, or installation of new equi pment or inprove-
ments or new furniture or furnishings provided in or to the housing
accommodati on, pursuant to section six of this act and shall be applica-
ble in |ike manner to each second subsequent succession

8 5. Subdivision (a-1) of section 10 of section 4 of chapter 576 of
the laws of 1974, constituting the energency tenant protection act of
ni neteen seventy-four, as anmended by section 16-b of part A of chapter
20 of the laws of 2015, is anmended to read as foll ows:

(a-1) provides that, notw thstanding any provision of this act, the
| egal regulated rent for any vacancy | ease entered into after the effec-
tive date of this subdivision shall be as hereinafter set forth. The
previous | egal regulated rent for such housing accomobdation shall be
increased by the following: (i) if the vacancy lease is for a term of
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two years, twenty percent of the previous legal regulated rent; or (ii)
if the vacancy lease is for a termof one year the increase shall be
twenty percent of the previous legal regulated rent | ess an anount equal
to the difference between (a) the two year renewal |ease guideline
promul gated by the guidelines board of the county in which the housing
accomodation is located applied to the previous |egal regulated rent
and (b) the one year renewal |ease guideline pronulgated by the guide-
lines board of the county in which the housing accomobdation is |ocated
applied to the previous |egal regulated rent. However, where the anmpunt
charged and paid by the prior tenant pursuant to paragraph fourteen of
[ this] subdivision c of section 26-511 of the administration code of the
city of New York, was less than the | egal regulated rent, such increase
to the legal regulated rent shall not exceed: five percent of the
previous legal regulated rent if the | ast vacancy | ease comenced |ess
than two years ago; ten percent of the previous legal regulated rent if
the last vacancy conmmenced | ess than three years ago; fifteen percent of
the previous legal regulated rent if the last vacancy |ease comenced
| ess than four years ago; twenty percent of the previous |egal regul ated
rent if the last vacancy |ease commenced four or nore years ago. In
addition, if the legal regulated rent was not increased with respect to
such housi ng accommodati on by a permanent vacancy all owance within eight
years prior to a vacancy |ease executed on or after the effective date
of this subdivision, the |l egal regulated rent may be further increased
by an ampunt equal to the product resulting frommultiplying such previ-
ous legal regulated rent by six-tenths of one percent and further multi-
pl ying the anmount of rent increase resulting therefromby the greater of
(A the nunber of years since the inposition of the |ast permanent
vacancy allowance, or (B) if the rent was not increased by a pernmanent
vacancy al | owance since the housi ng accommodati on becane subject to this
act, the nunmber of years that such housing accomopdation has been
subject to this act. Provided that if the previous |egal regulated rent
was |less than three hundred dollars the total increase shall be as
cal cul ated above plus one hundred dollars per nmonth. Provided, further

that if the previous legal regulated rent was at |east three hundred

dollars and no nore than five hundred dollars in no event shall the
total increase pursuant to this subdivision be |less than one hundred
dollars per nmonth. Such increase shall be in lieu of any allowance

aut horized for the one or two year renewal component thereof, but shal
be in addition to any other increases authorized pursuant to this act
including an adjustnent based upon [a—wejor—ecaptal—inprovenent—or] a
substantial nodification or increase of dwelling space or services, or
installation of new equipnment or inprovenents or new furniture or
furnishings provided in or to the housing accommodation pursuant to
section six of this act. The increase authorized in this subdivision
may not be inplenented nore than one tine in any cal endar year, notwth-
standi ng the nunber of vacancy |eases entered into in such year.

8§ 6. Section 26-403.2 of the adm nistrative code of the city of New
York, as added by chapter 116 of the |laws of 1997, is anended to read as
fol | ows:

8 26-403.2 Increase in maxi mum collectable rent. Notw t hstandi ng any
provision of this lawto the contrary in the case where all tenants
occupying the housing accompdation on the effective date of this
section have vacated the housing accormmpdation and a famly nenber of
such vacating tenant or tenants is entitled to and continues to occupy
t he housi ng accomobdati on subject to the protections of this law, if
such accommodati on continues to be subject to this law after such famly
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menber vacates, on the occurrence of such vacancy the nmaxi mum col |l ect a-
ble rent shall be increased by a sumequal to the allowance then in
effect for vacancy | eases for housing accomopdati ons covered by the rent
stabilization |aw of nineteen hundred sixty-nine, including the anmunt
al |l oned by paragraph five-a of subdivision c of section 26-511 of such
law. This increase shall be in addition to any other increases provided
for in this law including an adjustnent based upon [a—+Bjor—ecapital
Aproverment—or] a substantial increase or decrease in dwelling space or
a change in the services, furniture, furnishings or equipnent provided
i n the housing accommpdati on, pursuant to section 26-405 of this [aw and
shall be applicable in Iike manner to each second subsequent succession.

§ 7. Subparagraphs (g), (h), (i), (j), (k), (I), (m, (n) and (o) of
paragraph 1 of subdivision g of section 26-405 of the adm nistrative
code of the city of New York, subparagraph (g) as anended by section 31
of part A of chapter 20 of the |laws of 2015, subparagraph (k) as anended
by chapter 749 of the laws of 1990, and clause 7 of subparagraph (n) as
anmended by | ocal |aw nunber 76 of the city of New York for the year
2005, are anmended to read as follows:

(9) [Fherehas—been—sinceJubyHrst—niReteer—hundred—seventy—a

] There has been, since March first, nineteen hundred fifty-nine, a
subletting without witten consent fromthe landlord or an increase in
the nunmber of adult occupants who are not nmenbers of the i mediate fam -
ly of the tenant, and the | andlord has not been conpensated therefor by
adj ust nent of the maxi mnumrent by |ease or order of the city rent agency
or pursuant to the state rent act or the federal act; or

[65] (h) The presence of unique or peculiar circunstances materially
affecting the maximumrent has resulted in a naxinmum rent which is
substantially lower than the rents generally prevailing in the same area
for substantially simlar housing accompdati ons.
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&3] () (1) The actual |abor expenses currently incurred or to be
incurred (pursuant to a collective agreenent or other obligation actual -
ly entered into by the landlord) exceed the provision for payrol
expenses in the current applicable operating and mai nt enance expense
al | owance under subdivision a of this section. No application pursuant
to this subparagraph may be granted within one year fromthe granting of
an adjustnent in nmaxinmmrent pursuant to this subparagraph [&5], or
pursuant to subparagraph (a) of this paragraph. Any rent increase the
applicant would be entitled to, or such portion thereof, shall not
exceed a total increase of seven and one-half per centum per annum of
the maxi mumrent as provided in paragraph five of subdivision a of this
section.

(2) Any adjustnent in the maximum rents pursuant hereto shall be
subj ect to:

(i) The adjustnent in maxi mumrent for any twelve-nonth period for any
housi ng accomodati on shall not exceed four percent of the naximum rent
in effect on Decenber thirty-first, nineteen hundred seventy-three.

(ii) Where the increase in |labor costs conmpensable herein is the
result of an industry-wi de collective bargaining agreenent or a specific
agreenment in anticipation of, or subsequent to, an industry-w de collec-
tive bargaining agreenent, the adjustnment shall be in such amount
(subject to the above limtation) that the increased rental incone from
January first, nineteen hundred seventy-four to Decenber thirty-first,
ni net een hundred seventy-six shall reflect the increased | abor costs for
the period fromApril thirtieth, nineteen hundred seventy-three to Apri
thirtieth, nineteen hundred seventy-six.

(3) For the purpose of this subparagraph [5] the increase in |abor
costs shall be the anpbunt by which the |abor costs (a) actually in
effect and paid, or (b) actually in effect and paid or payable and fixed
and determ ned pursuant to agreement on the date of the filing of the
application and projected over the period ending April thirtieth, nine-
teen hundred seventy-six, exceed the |abor costs for the twelve cal endar
mont hs i medi ately preceding the last day of the nmonth in which the wage
agreement becane effective.

(4) Notwi thstanding any other provision of this chapter, the adjust-
ment pursuant to this subparagraph shall be collectible upon the Iand-
lord's filing of a report with the city rent agency, subject to the
provi si ons of subparagraph (e) of paragraph two of subdivision a of this
secti on.

(5) No increase in the maxi numrent for any housi ng accommodati on may
be granted under this subparagraph [&5] if on the date when the appli-
cation is sought to be filed, less than the full term of such agreenent
has el apsed since the date of the filing of the last prior application
for an increase wth respect to such property under this subparagraph
[(], which application resulted in the granting of an increase. Were,
however, the |l andlord establishes the existence of unique or peculiar
circunmstances affecting an increase in | abor costs for the property, the
agency may accept such application where it determines that such accept-
ance is not inconsistent with the purposes of this |ocal |aw

(6) The increase authorized herein shall be apportioned equitably
anong all the housing accombdations in the property whether or not
subj ect to control under this chapter
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[9] (J) Were the rehabilitation or inprovenent of sub-standard or
deteriorated housi ng accommodati ons has been financed under a govern-
ment al program providi ng assi stance through | oans, | oan insurance or tax
abatement or has been undertaken under another rehabilitation program
not so financed but approved by the commi ssioner.

[(81] (K) (1) The city rent agency shall hereafter promul gate in January
of each year

(i) findings regarding the price increase or decrease, respectively,
for all types of heating fuel, including nunbers two, four and six hone
heating oils, utility supplied steam gas, electricity and coal, togeth-
er wth the sales and excise taxes thereon, on Decenber thirty-first as
conpared to the January first in any year; and

(ii) standards for consunption of heating fuel, which shall be no nore
than two hundred twenty-five gallons per year per room conmencing Janu-
ary first, nineteen hundred eighty-one, for buildings using heating oils
for heat with conparable unit limtations to be established by the city
rent agency for utility supplied steam gas, electricity, coal and any
ot her types of heating systens, provided that such consunption standards
for heating fuels shall be reduced by five gallons per room per year for
heating oils and a conparable amount for other heating fuels for the
next succeedi ng year and ten gallons per room per year for heating oils
and a conparabl e anount for other heating fuels for two succeedi ng years
t hereafter.

Such findings and consunption standards shall be published in the Gty
Recor d.

(2) To obtain a rental adjustnent pursuant to this subparagraph [,
the landlord shall file a report with the agency on forns prescribed by
t he agency and shall

(i) certify the amobunt of heating fuel consuned in the calendar year
imediately prior to the filing of the report;

(ii) state the type of fuel used and the nunber of rooms in the build-
I ng;

(iii) «certify that (a) all essential services required to be provided
have been and will continue to be maintained and (b) there has been no
rent reduction order issued pursuant to this chapter based on the | and-
lord's failure to provide heat or hot water during the prior twelve
nmont hs;

(iv) certify on information and belief, in order to qualify for an
addi tional rent increase pursuant to this subparagraph [&3], that for
an individual housing acconmodation, if the maxinmumrent collectible
pursuant to paragraph five of subdivision a of this section plus actua
rent adjustnents pursuant to this subparagraph [{#-] and such additiona
rent increase, is equal to or exceeds the maxi mumrent established
pursuant to paragraphs three and four of subdivision a of this section
plus the anmount calculated pursuant to subitem (i) of itemthree and
subitem (i) of itemfour of this subparagraph [&3)>], each to be allo-
cated to such housing accommopdation pursuant to subitem (ii) of item
four of this subparagraph [(3)-], that the landlord will not be earning
an amount in excess of the statutory return specified in subparagraph
(a) of this paragraph [enre—of—subdirt-sion—g—of—this—sestion] after
collection of a rent increase pursuant to this subparagraph [&-], with
respect to a building or buildings serviced by a single heating plant;

(v) report any funds received with respect to the housing accomo-
dations from any governnental grant program conpensating such |andl ord
for fuel price increases during the period for which an adjustnment is
obt ai ned pursuant to this subparagraph [&R3];
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(vi) provide such other information as the agency may require.

(3) Rent adjustnents for controlled housing acconmodati ons for annual
heating fuel cost increases or decreases experienced after Decenber
thirty-first, nineteen hundred seventy-nine, shall be determ ned as
fol | ows:

(i) the increase or decrease in heating fuel prices found by the agen-
cy for that year shall be multiplied by the actual consunption, not to
exceed that year's consunption standard established pursuant to subitem
(ii) of itemone of this subparagraph; and

(ii) seventy-five percentum of such anobunt shall be allocated anpbng
all rental space in the building, including comrercial, professional and
simlar facilities, provided, for the purposes of this subparagraph
[(8)3], that living roonms, kitchens over fifty-nine square feet in area
and bedrooms shall be considered roons and that bathroons, foyers and
kitchenettes shall not be considered roons.

(4) Rent adjustnents for controlled housi ng accommbdati ons for heating
fuel cost increases or decreases experienced fromApril ninth, nineteen
hundred seventy-ni ne, through and including Decenber thirty-first, nine-
teen hundred seventy-nine, shall be determnmined as follows:

(i) the increase or decrease in heating fuel prices found by the agen-
cy for that period shall be nultiplied by seventy-five percentum of the
actual heating fuel consunption during the period from January first,
ni neteen hundred seventy-nine, through and including Decenber thirty-
first, nineteen hundred seventy-nine, which consunption shall not exceed
seventy-five percentum of that year's consunption standard established
by the agency; and

(ii) such amunt shall be allocated anpbng all rental space in the
bui l di ng, including comercial, professional and simlar facilities,
provided, for the purposes of this subparagraph [, that living
roons, kitchens over fifty-nine square feet in area and bedroons shal
be considered roons and that bathroons, foyers and kitchenettes shal
not be consi dered roons.

The city rent agency shall pronulgate findings for heating fuel price
i ncreases or decreases and standards for consunption for the periods set
forth inthis itemfour thirty days after this local law is enacted. The
standard for consunption shall be no nore than seventy-five percentum of
two hundred thirty gallons per roomfor buildings using heating oils for
heat with conparable unit linmtations to be established by the city rent
agency for utility supplied steam gas, electricity, coal and any ot her
types of heating systens.

(5) Alandlord who files a report pursuant to this subparagraph and
who falsely certifies shall not be eligible to collect any rent adjust-
ment pursuant to this subparagraph for two years following a determ -
nation of a false certification and, in addition, any adjustnents
obt ai ned pursuant to this subparagraph for up to two years prior to such
determ nation shall not be collectible for that sane two vyear period
Such landlord shall also be subject to any additional penalties inposed
by | aw.

(6) Alandlord annually may file a report pursuant to this subpara-
graph [{»-] after pronulgation by the agency of the findings and
consunption standards set forth in itemone of this subparagraph [&H].
A rent adjustment pursuant to such report shall be prospectively collec-
tible upon the landlord's serving and filing the report, provided,
however, that if a landlord files such report within sixty days of the
promul gation of such findings and consunption standards, such rent
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adj ustnent shall be retroactive to and shall be effective as of the
January first of the year in which the report is filed.

(7) A landlord demanding or collecting a rent adjustment pursuant to
this subparagraph [&-] shall at the time of either the demand or
collection issue to the tenant either a rent bill or receipt separately
setting forth the ambunt of the adjustnent pursuant to this subparagraph
[(] and the amunt of the mnmaximm rent otherwi se dermanded or

col | ect ed. If the tenant has been issued a valid senior citizen rent
exenption order or a valid disability rent exenption order, the owner
shall also separately state the anobunt payable by the senior citizen or

person with a disability after the exenption.

(8) In the event that a rent reduction order is issued by the city
rent agency based wupon the landlord's failure to provide heat or hot
wat er to housi ng acconmodations for which the landlord is collecting a
rent adjustnent pursuant to this subparagraph [&3)], the rent adjustnent
shall not be collected during the tine such rent reduction order is in
effect and for twelve nonths following the date of the restoration of
the rent reduction. In addition, the landlord shall not be eligible to
col l ect any subsequent rent adjustnent pursuant to this subparagraph
[68] until twelve nonths following the date of the restoration of the
rent reduction.

(9) In the event that the city rent agency pronulgates a finding of a
price decrease, if any landlord who has obtained a rent adjustnent
pursuant to this subparagraph [&-] does not file a report for a rent
adj ustnment pursuant to this subparagraph [(#-] within sixty days of the
promul gati on of such findings, then all rent adjustnments obtai ned pursu-
ant to this subparagraph [&8-] shall not be collectible for a period of
twel ve nont hs.

(10) Any rent adjustnent obtained pursuant to this subparagraph [ &3]
shall not be included in the maxi rumrent established pursuant to para-
graph four or five of subdivision [)] a of this section

(11) The city rent agency shall have the power to pronul gate such
regul ations as it may consider necessary or convenient to inplenment and
administer the provisions of this subparagraph [&3)-]. The regul ations
shall also require that any rent adjustnment granted pursuant to this
subparagraph [{#-] be reduced by an anount equal to any governnent al
grant received by the | andl ord conpensating the landlord for any fuel
price increases, but not required by the city, the agency or any grant-
ing governnment entity to be expended for fuel related repairs or
i mprovenent s.

[(63] (1) (1) There has been an increase in heating and heating fue
expenditures in a property resulting froma city-wide rise in heating
fuel costs such that the verifiable expenditures for heating or heating
fuel in a property for nineteen hundred seventy-four exceeds the verifi-
abl e expenditures for such heating or heating fuel during nineteen
hundred seventy-three.

(2) To obtain a rental adjustnment pursuant to this subparagraph [&e}],
the landlord mnust certify that he or she is presently maintaining al
essential services required to be furnished with respect to the housing
accommodations covered by such certification, and that he or she will
continue to so nmaintain such essential services for the period of any
such adj ust ment .

(3) To obtain a rental adjustnment pursuant to this subparagraph [{e}],
the landlord nust certify on information and belief that he or she wll
not be earning an anount in excess of the statutory return specified in

subparagraph (a) of this paragraph [ere—of—subdiisiongof—this
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secti+on] after collection of such rental adjustnent, with respect to the
buil ding or buildings serviced by a single heating plant; and where the
building, or buildings serviced by a single heating plant, contains
forty-nine or fewer housing accommodations, the landlord nmust certify

that the anount expended directly for heating or heating fuel in nine-
teen hundred seventy-four equalled or exceeded ten per cent of the total
rental incone which was derived from the property during nineteen

hundred seventy-four; and, where the building, or buildings serviced by
a single heating plant, contains fifty or nore housing accommpdati ons
the landlord must certify that the amount expended directly for heating
or heating fuel in nineteen hundred seventy-four equalled or exceeded
seven and one-half percentum of the total rental income which was
derived fromthe property during nineteen hundred seventy-four.

(4) The total rental adjustnments for a property to be allocated or
deened al | ocated pursuant to this subparagraph [(e)}] shall not exceed
one-half of the gross anpunt by which the total verifiable expenditures
for heating or heating fuel for nineteen hundred seventy-four exceeds
the total verifiable expenditures for such heating or heating fuel for
ni net een hundred seventy-three.

(5) Such total rental adjustments shall be allocated or deened allo-
cated pursuant to this subparagraph [&e)] to all housing acconmnodati ons
subject to this chapter, to all other housing acconmopdations, and to al
commercial, professional and simlar facilities in or associated wth
the property in a manner to be determ ned by the agency. In no event
shal | any adjustment in maxi numrent pursuant to this subparagraph [£e)]
for any housi ng accommpdati ons subject to this chapter exceed a nonthly
i ncrease of two dollars per room as defined by itemeight below. In any
apartment containing five or nore roons, any increase shall not exceed
the total of nine dollars.

(6) Any adjustnent pursuant to this subparagraph [e)}] shall be effec-
tive for all or part of the period July first, nineteen hundred seven-
ty-five through June thirtieth, nineteen hundred seventy-six. Any
adj ust ment pursuant to this subparagraph shall automatically expire no
| ater than June thirtieth, nineteen hundred seventy-siXx.

(7) The rental increases provided for herein shall be effective and
collectible upon the landlord's filing a report with the agency on fornms
prescri bed by the agency and upon giving such notice to the tenants as
the agency shall prescribe, subject to adjustnents upon order of the
agency.

(8) In determining the amount of an adjustnment allocation of an
adj ustnent pursuant to this subparagraph [&e3], only living roons,
kitchens over fifty-nine square feet in area, dining roonms and bedroomns
shal | be considered roons; bathroons, foyers, and kitchenettes shall not
be consi dered roons.

8 8. Subdivision a of section 26-407 of the administrative code of the
city of New York is anended to read as foll ows:

a. Notwithstanding any provisions of this chapter, any |abor cost
pass-al ong rent increase requested of, or received from any tenant on
or after July first, nineteen hundred seventy-two, pursuant to the
provi sions of subparagraph [£3-] (i) of paragraph one of subdivision ¢
of section 26-405 of this title, shall not exceed the maxi mum rent
adj ust nent as provi ded under this chapter after the effective date of
this section.

8 9. Paragraphs 5-a and 6 of subdivision c of section 26-511 of the
adm ni strative code of the city of New York, paragraph 5-a as anended by
section 16-a of part A of chapter 20 of the laws of 2015 and paragraph 6
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as amended by section 29 of part A of chapter 20 of the laws of 2015,
are anended to read as foll ows:

(5-a) provides that, notwithstanding any provision of this chapter,
the legal regulated rent for any vacancy |l ease entered into after the
effective date of this paragraph shall be as hereinafter provided in
this paragraph. The previous legal regulated rent for such housing
accommpdation shall be increased by the following: (i) if the vacancy
lease is for a termof tw years, twenty percent of the previous |ega
regulated rent; or (ii) if the vacancy lease is for a termof one year
the increase shall be twenty percent of the previous |egal regulated
rent less an anount equal to the difference between (a) the two year
renewal | ease guideline pronmulgated by the guidelines board of the city
of New York applied to the previous |egal regulated rent and (b) the one
year renewal |ease guideline pronulgated by the guidelines board of the
city of New York applied to the previous legal regulated rent. However
where the anmount charged and paid by the prior tenant pursuant to para-
graph fourteen of this subdivision, was less than the legal regulated
rent, such increase to the legal regulated rent shall not exceed: five
percent of the previous legal regulated rent if the last vacancy |ease
commenced less than two vyears ago; ten percent of the previous |egal
regul ated rent if the last vacancy | ease comenced | ess than three years
ago; fifteen percent of the previous legal regulated rent if the |ast
vacancy |ease conmenced |ess than four years ago; twenty percent of the
previous legal regulated rent if the |ast vacancy | ease comenced four
or nmore years ago. In addition, if the legal regulated rent was not
increased with respect to such housing accomobdation by a permanent
vacancy allowance wthin eight years prior to a vacancy | ease executed
on or after the effective date of this paragraph, the legal regulated
rent nmay be further increased by an amount equal to the product result-
ing fromnultiplying such previous legal regulated rent by six-tenths of
one percent and further nultiplying the anobunt of rent increase result-
ing therefromby the greater of (A) the nunber of years since the inpo-
sition of the last permanent vacancy all owance, or (B) if the rent was
not increased by a pernmanent vacancy all owance since the housing accom
nmodat i on becane subject to this chapter, the nunber of years that such
housi ng accommpdati on has been subject to this chapter. Provided that if
the previous legal regulated rent was | ess than three hundred dollars
the total increase shall be as cal cul ated above plus one hundred dollars
per nonth. Provided, further, that if the previous legal regulated rent
was at |east three hundred dollars and no nore than five hundred dollars
in no event shall the total increase pursuant to this paragraph be |ess
than one hundred dollars per nonth. Such increase shall be in lieu of
any al |l owance authorized for the one or two year renewal conponent ther-
eof, but shall be in addition to any other increases authorized pursuant
to this chapter including an adjustnent based upon [a—+feajor—cap-tal
Hproverent—or] a substantial nodification or increase of dwelling
space or services, or installation of new equi pnent or inprovenents or
new furniture or furnishings provided in or to the housing acconmodati on
pursuant to this section. The increase authorized in this paragraph my
not be inplemented nore than one tine in any cal endar year, notwth-
standi ng the nunber of vacancy |eases entered into in such year.

(6) provides criteria whereby the commi ssioner may act upon applica-
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 [&)]. as to hardship applications, for a finding that
the level of fair rent increase is not sufficient to enable the owner to
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mai ntain approximately the sanme average annual net income (which shal

be conputed wi thout regard to debt service, financing costs or manage-
ment fees) for the three year period ending on or within six nmonths 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 nineteen 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 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 ni neteen 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 mnimm 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] —ard—A{b}—as—+to—conrpletedbuilding—

]. Notwi t hstand-
ing anything to the contrary contained herein, no hardship increase
granted pursuant to this paragraph shall, when added to the annual gross
rents, as determined by the conm ssioner, exceed the sumof, (i) the
annual operating expenses, (ii) an allowance for managenent services as
determined by the commssioner, (iii) actual annual nortgage debt
service (interest and anortization) on its indebtedness to a |ending
institution, an insurance conpany, a retirement fund or welfare fund
which 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-
half percent of that portion of the fair narket value of the property
whi ch exceeds the unpaid principal anmobunt of the nortgage indebtedness
referred to in subparagraph (iii) of this paragraph. Fair market val ue
for the purposes of this paragraph shall be six times the annual gross
rent. The <collection of any increase in the stabilized rent for any
apartment 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, wth collectability of
any dollar excess above said sumto be spread forward in sinlar incre-
nments and added to the stabilized rent as established or set in future
years;

§ 10. Subdivision f of section 26-512 of the admi nistrative code of
the city of New York, as added by chapter 116 of the laws of 1997, s
amended to read as foll ows:

f. Notwithstanding any provision of this lawto the contrary in the
case where all tenants nanmed in a | ease have pernanently vacated a hous-
i ng accomodation and a famly nmenber of such tenant or tenants is enti-
tled to and executes a renewal |ease for the housing accomopbdation if
such acconmodation continues to be subject to this law after such famly
menber vacates, on the occurrence of such vacancy the |egal regul ated
rent shall be increased by a sumequal to the all owance then in effect
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for vacancy | eases, including the amount allowed by paragraph [H—we-—a)]
five-a of subdivision c¢ of section 26-511 of this law. Such increase
shall be in addition to any other increases provided for in this [|aw
including an adjustment based upon [a—+Bjer—capital—irAprovenert—o+] a
substantial nodification or increase of dwelling space or services, or
installation of new equiprment or inprovements or new furniture or
furnishings provided in or to the housing accommodation pursuant to
section 26-511 of this Ilaw and shall be applicable in |like manner to
each second subsequent successi on.

8§ 11. If any clause, sentence, paragraph, subdivision, section or part
of this act shall be adjudged by any court of conpetent jurisdiction to
be invalid, such judgnment shall not affect, inpair, or invalidate the
remai nder thereof, but shall be confined in its operation to the clause,
sentence, paragraph, subdivision, section or part thereof directly
involved in the controversy in which such judgnent shall have been
rendered. It is hereby declared to be the intent of the |egislature that
this act would have been enacted even if such invalid provisions had not
been included herein. It is further declared to be the intent of the
|l egislature that this act would have been enacted even if subdivisions
(b), (c¢), (d), (e), (f), (g), (h), and (i) of section two of this act
had not been included herein.

8§ 12. This act shall take effect i mediately; provided:

(a) that the anendnents to sections 4 and 5 of the energency housing
rent control |aw nmade by section three of this act shall expire on the
same date as such |aw expires and shall not affect the expiration of
such law as provided in subdivision 2 of section 1 of chapter 274 of the
| aws of 1946;

(b) that the anmendnents to sections 6 and 10 of section 4 of the ener-
gency tenant protection act of nineteen seventy-four made by sections
four and five 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;

(c) that the anmendments to section 26-511 of chapter 4 of title 26 of
the administrative code of the city of New York made by section nine of
this act shall expire on the sane date as such | aw expires and shall not
affect the expiration of such |aw as provi ded under section 26-520 of
such | aw,

(d) that the anmendnents to section 26-512 of chapter 4 of title 26 of
the admnistrative code of the city of New York nade by section ten of
this act shall expire on the sane date as such | aw expires and shall not
affect the expiration of such |law as provi ded under section 26-520 of
such | aw;, and

(e) that the anendnents to sections 26-403.2, 26-405 and 26-407 of the
city rent and rehabilitation |law nmade by sections six, seven, and ei ght
of this act shall remain in full force and effect only as long as the
public energency requiring the regulation and control of residential
rents and evictions continues, as provided in subdivision 3 of section 1
of the local emergency housing rent control act.

(f) Effective imedi ately, the addition, anmendnent and/or repeal of
any rule or regulation necessary for the inplenentation of this act on
its effective date are authorized and directed to be nade and conpl eted
on or before such effective date.



