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STATE OF NEW YORK

3382

2019- 2020 Regul ar Sessi ons

| N SENATE

February 6, 2019

Introduced by Sen. KAVANAGH -- read twi ce and ordered printed, and when
printed to be conmitted to the Committee on Housing, Construction and
Communi ty Devel opnent

AN ACT to amend the administrative code of the city of New York and the
energency tenant protection act of nineteen seventy-four, in relation
to hardship applications

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

Section 1. Paragraph 6-a of subdivision ¢ of section 26-511 of the
admi nistrative code of the city of New York is anended to read as
fol | ows:

(6-a) provides criteria whereby as an alternative to the hardship
application provided under paragraph six of this subdivision owers of
bui l di ngs acquired by the same owner or a related entity owned by the
same principals [th+ee] six years prior to the date of application nmay
apply to the division for increases in excess of the | evel of applicable
gui del i ne increases established under this | aw based on a finding by the
conmm ssi oner that such guideline increases are not sufficient to enable
the owner to muintain an annual gross rent income for such building
whi ch exceeds the annual operating expenses of such building by a sum
equal to at least five percent of such gross rent. For the purposes of
thi s paragraph, operating expenses shall consist of the actual, reason-
able, costs of fuel, Ilabor, wutilities, taxes, other than income or
corporate franchi se taxes, fees, permts, necessary contracted services
and non-capital repairs, insurance, parts and supplies, nmanagenent fees
and ot her admi nistrative costs and nortgage interest. For the purposes
of this paragraph, nortgage interest shall be deened to nean interest on
a bona fide nortgage including an allocable portion of charges rel ated
thereto. Criteria to be considered in deternmning a bona fide nortgage
other than an institutional nortgage shall include; condition of the
property, location of the property, the existing nortgage narket at the
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time the nortgage is placed, the termof the nortgage, the anortization
rate, the principal amount of the nortgage, security and other terns and
conditions of the nortgage. The conmi ssioner shall set a rental value
for any wunit occupied by the owner or a person related to the owner or
unoccupi ed at the owner's choice for nore than one nonth at the |ast
regul ated rent plus the m ni mum nunber of guidelines increases or, if no

such regul ated rent existed or is known, the commi ssioner shall inmpute a
rent consistent with other rents in the building. The anbunt of hardship
increase shall be such as may be required to nmaintain the annual gross

rent incone as provided by this paragraph. The division shall not grant
a hardship application wunder this paragraph or paragraph six of this
subdi vision for a period of three years subsequent to granting a hard-
ship application under the provisions of this paragraph. The collection
of any increase in the rent for any housing acconmodation pursuant to
this paragraph shall not exceed six percent in any year fromthe effec-
tive 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 sinmlar increnents 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 arms length purchase price of the property; (ii) the cost of
any capital inmprovenents for which the owner has not collected a
surcharge; (iii) any repayment 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
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 mean the sum of (i)
the purchase price of the property |less the principal of any nortgage or
loan wused to finance the purchase of the property, (ii) the cost of any
capital inprovenent 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 repaynment of the principal 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 property after purchase by the owner.

8§ 2. Paragraph 5 of subdivision d of section 6 of section 4 of chapter
576 of the laws of 1974 enacting the energency tenant protection act of
ni neteen seventy-four, as anmended by chapter 102 of the |aws of 1984, is
amended 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 sane principals [th+~ee] six 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 |aw based on a finding by the commi ssioner that such gui de-
line increases are not sufficient to enable the owner to nmaintain an
annual gross rent income for such building which exceeds the annua
operating expenses of such building by a sum equal to at Ileast five
percent of such gross rent. For the purposes of this paragraph, operat-
i ng expenses shall consist of the actual, reasonable, costs of fuel
| abor, utilities, taxes, other than inconme or corporate franchi se taxes,
fees, pernmts, necessary contracted services and non-capital repairs,
i nsurance, parts and supplies, managenent fees and other adm nistrative
costs and nortgage interest. For the purposes of this paragraph, nort-



OCOO~NOUIRWNPEF

S. 3382 3

gage interest shall be deermed to nean interest on a bona fide nortgage
including an allocable portion of charges related thereto. Criteriato
be considered in determ ning a bona fide nortgage other than an institu-
tional nortgage shall include; condition of the property, |ocation of
the property, the existing nortgage nmarket 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
nmortgage. The conm ssioner shall set a rental value for any unit occu-
pi ed by the owner or a person related to the owner or unoccupied at the
owner's choice for nore than one nonth at the |ast regulated rent plus
the mi ni mum nunmber of guidelines increases or, if no such regul ated rent
exi sted or is known, the conm ssioner shall inmpute a rent consistent
with other rents in the building. The anpbunt of hardship increase shal
be such as nay 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 four of this subdivision
for a period of three years subsequent to granting a hardship applica-
tion under the provisions of this paragraph. The collection of any
increase in the rent for any housing acconmodation pursuant to this
par agraph 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
schedul e of gross rents, with collectability of any dollar excess above
said sum to be spread forward in sinilar increments and added to the
rent as established or set in future years. No application shall be
approved unl ess the owner's equity in such building exceeds five percent
of: (i) the arnms length purchase price of the property; (ii) the cost of
any capital inprovenents for which the owner has not collected a
surcharge; (iii) any repayment of principal of any nortgage or |oan used
to finance the purchase of the property or any capital inprovenments 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 property after purchase by the owner. For
the purposes of this paragraph, owner's equity shall mean the sum of (i)
the purchase price of the property less the principal of any nortgage or
| oan used 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 repaynment of the principal of any nortgage or |oan used
to finance the purchase of the property or any capital inmprovenent for
whi ch 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 valuation of the property after purchase by the owner.

8§ 3. This act shall take effect imediately; provided that the anend-
ments to section 26-511 of chapter 4 of title 26 of the admi nistrative
code of the city of New York nade by section one of this act shal
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, and
provided that the anendnents to section 6 of the energency tenant
protection act of nineteen seventy-four nmade by section two 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.



