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I. INTRODUCTION
On June 12, 2024, the Committee on Consumer and Worker Protection, chaired by Council Member Julie Menin, will hold a hearing on Introduction Number 360-2024 (Int. No. 360), in relation to the fees charged in a residential rental real estate transaction. The Committee expects to receive testimony from the Department of Housing Preservation and Development, members of the real estate and brokerage industries, tenant advocates, and other interested members of the public.
II. BACKGROUND
According to the NYU Furman Center’s State of New York City’s Housing and Neighborhoods in 2023 report, over 67 percent of New Yorkers are renters.[footnoteRef:1] Median “asking rent” on publicly listed apartments citywide reached a historic high in 2023 and remains $3,500 per month.[footnoteRef:2] Over half of New York City households are rent burdened, with 23 percent of households spending 30-to-50 percent of their income on rent and 30 percent of households spending 50 percent or more of their income on rent.[footnoteRef:3]  [1:  New York University Furman Center, State of New York City’s Housing and Neighborhoods in 2023, available at https://furmancenter.org/stateofthecity. ]  [2:  Brad Lander, Spotlight: New York City’s Rental Housing Market, January 17, 2024, available at: https://comptroller.nyc.gov/wp-content/uploads/documents/January-2024-Spotlight.pdf ]  [3:  New York University Furman Center, State of New York City’s Housing and Neighborhoods in 2023, available at https://furmancenter.org/stateofthecity. ] 

When renting a new apartment, prospective tenants face a variety of upfront costs: first month’s rent, security deposits, fees for credit reports and background checks, and other moving expenses.[footnoteRef:4] The statewide Housing Stability and Tenant Protection Act of 2019 limits the amount a landlord can collect as a security deposit to one month’s rent and prohibits landlords’ agents from charging an application fee of more than $20 for a background or credit check.[footnoteRef:5] [4:  Scott M. Stringer, Insecurity Deposits: A Plan to Reduce High Entry Costs for NYC Tenants, New York City Comptroller, July 15, 2018, available at https://comptroller.nyc.gov/reports/insecurity-deposits-a-plan-to-reduce-high-entry-costs-for-nyc-tenants/.]  [5:  New York State Department of State, Guidance for Real Estate Professionals Concerning the Statewide Housing Security & Tenant Protection Act of 2019 and the Housing Stability and Tenant Protection Act of 2019, May 2021, available at: https://dos.ny.gov/system/files/documents/2021/05/dos-guidance-tenant-protection-act-rev.5.25.2021.pdf. ] 

In addition to the above expenses, many tenants moving into a new apartment must also pay a fee for a real estate broker hired by the property owner.[footnoteRef:6] A real estate broker is a, “person, firm, limited liability company or corporation, who, for another and for a fee, commission or other valuable consideration, lists for sale, sells, at auction or otherwise, exchanges, buys or rents, or offers or attempts to negotiate a sale, at auction or otherwise, exchange, purchase or rental of an estate or interest in real estate, or collects or offers or attempts to collect rent for the use of real estate…”[footnoteRef:7] Individuals working as real estate brokers in New York must secure a license from the Department of State.[footnoteRef:8] There are currently over 21,000 licensed real estate brokers in New York City.[footnoteRef:9] [6:  David Brand, A rent-stabilized 1 bedroom apartment for $1,100? In NYC? The broker's fee is $15K, Gothamist/WNYC, February 8, 2024, available at: https://gothamist.com/news/a-rent-stabilized-1-bedroom-apartment-for-1100-in-nyc-the-brokers-fee-is-15k.  ]  [7:  RPP § 440.]  [8:  RPP § 440-a.]  [9:  Data.NY.gov, Active Real Estate Brokers, available at: https://data.ny.gov/Economic-Development/Active-Real-Estate-Brokers/9twf-9yig/data ] 

Broker fees typically range from one month’s rent, or 8.3% of the annual rent, to 15% of the annual rent as a fee when signing the lease for a rental apartment.[footnoteRef:10] That fee can be paid by the apartment owner or the prospective tenant; StreetEasy found that about half of rental listings in 2023 were marked as no-fee for the tenant, meaning the broker fee is paid by the property owner.[footnoteRef:11] In many instances, brokers in New York operate as “dual agents” that represent both the landlord and tenant in the same transaction.[footnoteRef:12] While it is possible to negotiate with brokers regarding their fees, many prospective tenants in New York City find that industry norms such as dual agency and the highly competitive rental market weaken bargaining power for anyone other than landlords or property owners. In 2023, the average New York City renter moving to a new apartment spent $10,454 in upfront costs—a significant financial burden that is equivalent to 14 percent of the city’s median household income of $74,694.[footnoteRef:13]  [10:  See, e.g., Brick Underground, How to rent an apartment in New York City, Step 1: Do you have to pay a broker's fee?, available at, https://www.brickunderground.com/agent-referral/how-to-rent. ]  [11:  Kenny Lee, The Average New Yorker Spends $10,454 in Upfront Costs for a Rental, StreetEasy, February 10, 2024, available at: https://streeteasy.com/blog/new-yorkers-spend-over-10k-in-upfront-rental-costs/. ]  [12:  Mariela Quintana, Dual Agency Real Estate Transactions: What You Need to Know, StreetEasy, January 14, 2020, available at: https://streeteasy.com/blog/dual-agency/. ]  [13:  Lee. ] 

In most of the United States, it is the landlord’s responsibility to pay the broker’s fee for listing their property and finding a tenant.[footnoteRef:14] New York and Boston are the only major American cities where rental broker fees are passed to the tenant regardless of whether they hired the broker.[footnoteRef:15] In addition, states including Alaska, Colorado, Florida, Kansas, Maryland, Oklahoma, Texas, Vermont, and Wyoming have banned single-agent dual agency because it fosters inadequate representation and creates negotiation issues.[footnoteRef:16] [14:  Kevin Sun and Katherine Kallergis, Broker fees for NYC rentals mystified outsiders. Here’s how other US cities do it, The Real Deal, February 7, 2020, available at: https://therealdeal.com/new-york/2020/02/07/broker-fees-for-nyc-rentals-mystified-outsiders-heres-how-other-us-cities-do-it/. ]  [15:  Erin Lowry, NYC Rents Are Outrageous. And That’s Before the Broker’s Fee, Bloomberg, November 10, 2023, available at: https://www.bloomberg.com/opinion/articles/2023-11-10/nyc-rents-are-outrageous-and-that-s-before-the-broker-s-fee.]  [16:  Josephine Nesbit, What Is Dual Agency?, US News and World Report, June 21, 2023, available at: https://realestate.usnews.com/real-estate/articles/what-is-dual-agency. ] 

In early 2020, the New York Department of State announced that brokers acting on behalf of landlords could not be compensated by prospective tenants based on an interpretation of the Housing Security & Tenant Protection Act of 2019.[footnoteRef:17] Days later, the New York Supreme Court issued a short-term restraining order on the ban after the Real Estate Board of New York filed suit arguing that the policy was never addressed as part of the rent laws adopted by the state Legislature.[footnoteRef:18] In 2021, the prohibition on brokers collecting fees from renters pursuant to the Housing Security & Tenant Protection Act of 2019 was struck down by a judge.[footnoteRef:19]  [17:  Jake Offenhartz, Say Goodbye To 'Insane' Brokers Fees! (The Landlord Pays Those Now), Gothamist, February 5, 2020, available at: https://gothamist.com/news/say-goodbye-insane-brokers-fees-landlord-pays-those-now. ]  [18:  Matthew Haag, Sorry, Renters: You Still Have to Pay Brokers’ Fees for Now, The New York Times, February 10, 2020, available at: https://www.nytimes.com/2020/02/10/nyregion/nyc-broker-fees.html. ]  [19:  David Cruz, Those Hefty Broker's Fees Can Still Be Collected Following State Judge's Ruling, Gothamist, April 10, 2021, available at: https://gothamist.com/news/those-hefty-brokers-fees-are-returning-following-state-judges-ruling. ] 

III. BILL ANALYSIS

Int. No. 360—A Local Law to amend the administrative code of the city of New York, in relation to the fees charged in a residential real estate transaction
	
	This bill would require that any broker fee associated with a residential real estate transaction for a rental property be paid by the individual who hired the broker to facilitate the transaction. 
	This bill would take effect 60 days after it becomes law.
IV. CONCLUSION
The Committee looks forward to hearing from the Department of Housing Preservation and Development and other stakeholders regarding the policy behind Int. No. 360, which would require that any broker fee for a rental property be paid by the individual who hired the broker. The Committee also looks forward to hearing from tenants about how this bill would impact their ability to lease an apartment, and from real estate agents and brokers about how the bill would affect the services they provide. 




Int. No. 360

By Council Members Ossé, Abreu, Feliz, Hudson, Krishnan, Nurse, Marte, Hanif, Brooks-Powers, Cabán, Sanchez, Louis, Won, Gennaro, Bottcher, Powers, Gutiérrez, Holden, Salaam, Hanks, Restler, Joseph, Avilés, De La Rosa, Stevens, Farías, Narcisse, Williams, Salamanca, Banks, Riley, Rivera, Ayala and the Public Advocate (Mr. Williams) (in conjunction with the Brooklyn Borough President)

..Title
A Local Law to amend the administrative code of the city of New York, in relation to the fees charged in a residential rental real estate transaction
..Body

Be it enacted by the Council as follows:


2

1
Section 1. Title 26 of the administrative code of the city of New York is amended by adding a new chapter 36 to read as follows:
CHAPTER 36
FEES ASSOCIATED WITH RENTAL REAL ESTATE TRANSACTIONS
§ 26-3601 Definitions. As used in this chapter, the term “rental real estate transaction” means a residential real estate transaction involving the rental of real property.
§ 26-3602 Fees in rental real estate transactions. a. A person collecting fees in connection with a rental real estate transaction, whether such person is a representative or an agent of the owner of the property or of the tenant or prospective tenant in such transaction, shall collect such fees from the party employing such person in such transaction. 
b. This section does not apply to the collection of fees by the owner or landlord of a residential rental property.
§ 2. This local law takes effect 60 days after it becomes law, and only applies to residential real estate transactions involving the rental of real property entered into on or after the effective date of this law.
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