Staff:









Tanisha Edwards,

Counsel

Finance Division

Anthony Brito, Senior Legislative Financial Analyst, Finance Division

Pakhi Sengupta, Senior Legislative Financial Analyst

Matt Hickey, Counsel, Aging 
Committee

Robert Cornegy, Policy Analyst, Aging 
Committee

 

[image: image1.png]



  

THE COUNCIL

REPORT OF THE FINANCE DIVISION

PRESTON NIBLACK, DIRECTOR
COMMITTEE ON FINANCE

HON. DOMENIC M. RECCHIA, JR., CHAIR
COMMITTEE ON AGING

HON. JESSICA LAPPIN, CHAIR

SUBCOMMITTEE ON SENIOR CENTERS
HON. DAVID GREENFIELD, CHAIR

March 2, 2012

 

TITLE:
A Local law to amend the administrative code of the city of New York, in relation to the administration of the senior citizen rent increase exemption program and the disability rent increase exemption program.

 

Introduction 

The senior citizen rent increase exemption (“SCRIE”) program protects eligible renters from certain increases imposed by their landlord.
  In return, the landlord receives property tax abatement equal to the amount of the rent forgiven.  Tenants currently are eligible for the SCRIE program if: 1) they are at least 62 years old; 2) they have a total household income that does not exceed $29,000; 3) they reside in a rent controlled or rent stabilized apartment,
 a Mitchell Lama complex or a rent regulated residential hotel; and 4) the maximum rent or legal regulated rent is increased to a level that exceeds one-third of the household’s income.
   There are approximately 47,000 seniors throughout 15,000 buildings enrolled in SCRIE.
  The average SCRIE benefit received by landlords renting to such seniors equates to approximately 7 percent of each building’s property tax bill.
 
I. 2009 Transfer of SCRIE to the Department of Finance 

Prior to 2009, the Department for the Aging (“DFTA”) administered the SCRIE program for tenants living in rent controlled and rent stabilized apartments and hotel units.  This was done in collaboration with the Department of Finance (“DOF”).  As an agency that deals with mostly senior issues, DFTA employs social workers and case workers, who are capable of and trained to handle issues unique to senior citizens and disabled individuals, including application assistance.  When SCRIE was administered by DFTA, its staff gathered financial information from applicants, reviewed it, and determined whether the applicants were eligible for the SCRIE program.  Once DFTA established eligibility and calculated the SCRIE benefit and tax abatement amounts, DFTA notified DOF.  DOF then granted the landlord tax abatement for that tenant.  DFTA also processed renewals and re-determinations.  

In 2009, Mayor Bloomberg submitted legislation to the Council to transfer the administration of the SCRIE program from DFTA to DOF.
 According to the bill’s memorandum in support, DOF has the technology and the capacity to simplify the paper application and eligibility process.
  The key requirements for SCRIE eligibility are the applicant’s age and income, the amount that the applicant pays in rent and whether the building is subject to rent regulation.  DOF already has some of this information.  For example, as the City’s tax administrator, DOF can verify an applicant’s income level in an automated fashion.  Moreover, as the City’s property assessor and City Register, DOF can verify whether a building is subject to rent regulation.  Therefore, as stated in the memorandum in support, “using available data and data matching techniques that DOF staff has experience with, the City can make it easier for seniors to apply for benefits, while reducing the City’s administrative burden in administering the program and making sure that only those who are eligible receive benefits.”

According to the bill’s memo in support, the assumption of SCRIE operations by DOF 

was designed to:

achieve a better customer service experience for seniors as well as reduce administrative burdens on the City.  DOF has the technological capacity to streamline the SCRIE process by cross-checking databases to make determinations with respect to initial eligibility and renewal applications.  DOF’s administration of the SCRIE benefit may thus reduce the need for seniors to provide supporting documentation, and concurrently reduce the turnaround time for seniors waiting for their benefits. 

This assumption, however, has not proven to be true.  On September 27, 2011, the Finance Committee, jointly with the Aging Committee, held an oversight hearing to examine DOF’s implementation of the SCRIE program, and learn about the successes and failures DOF has encountered when implementing the program.  As a result of the hearing, the Committees learned that DOF’s current process of administering the program was inefficient.
 
Specifically, the Committees learned the following:

· Application Delays. Seniors have experienced delays in the time it takes to process the initial SCRIE application and renewal application. Some delays have been as long as 6 months.

· Inadequate Staffing. DOF only has 13 full time staff members to deal with SCRIE issues, compared to DFTA, which had 31 employees.  Out of the 13 staff members at DOF, only 8 staff members handle customer service. 

· Failure to mail a Tax Abatement Credit (“TAC”) report on a consistent basis, if at all.
  TAC reports provide detailed information on the landlord’s tax abatement credits for each SCRIE tenant.  This report shows the rent calculation for the TAC, gives the effective dates, exemption amount, and the amount the tenant is responsible for paying.  It also shows the dates that the credits were electronically transferred to the landlord’s SCRIE property tax account.  DOF’s submission of TAC reports to landlords has been inconsistent, and in some cases, non-existent.  Without this report, owners will only see a lump sum SCRIE credit on their Statement of Account, and will have no way of knowing if they are receiving the proper amount of SCRIE credits, and whether each SCRIE tenant in their building has been accounted for. 
· Inability to communicate effectively to DOF. Unlike the administration of the SCRIE program under DFTA, in order to communicate an issue to DOF regarding SCRIE, or to request a SCRIE application, the public must dial 311.  DOF does not post a public telephone number that SCRIE tenants or owners with SCRIE tenants can use to contact someone directly at DOF about the SCRIE program. The 311 operators have no authority to effect any change or correct any mistakes, nor are they particularly knowledgeable about the SCRIE program. Rather, they simply enter a service request into a computer system, give the caller a confirmation number, and tell the caller to expect to be contacted by DOF regarding the request.  At the hearing, DOF Commissioner Frankel stated that he believed “311 has been a tremendous success in the city”, and the best way to field calls is “through centralized processing”.
  
· No application and/or misapplication of SCRIE credits to the July 1, 2011 property tax bill. At the hearing, Commissioner Frankel stated that a “computer glitch” caused errors in landlords’ property tax bills. The July 2011 bills sent to ALL SCRIE landlords either 1) did not have any SCRIE credits applied to their tax bill; or 2) the incorrect amount was applied. This affected ALL 15,000 buildings receiving SCRIE benefits.  The Commissioner also stated that he was aware of the misapplication/non-application of the SCRIE credits prior to mailing the SCRIE bills.
 The Commissioner further stated while he knew in advance of the erroneous tax bills, he only sent letters notifying the landlords of the error in advance of the mailed tax bills to a third of SCRIE landlords, or about 5,000 of such landlords.

· Lack of Public Information on SCRIE program. Prior to the transfer of the SCRIE program from DFTA to DOF in 2009, DFTA made publicly available a 40-page guide providing great detail on the SCRIE program, including rights and responsibilities of tenants and owners.
  This guide, which also contained sample forms, frequently asked questions, a glossary of terms, and application procedures, served as a useful resource to tenants, owners, and the public at large.  DOF, however, does not offer such a detailed guide. Rather, information about SCRIE provided by DOF is segregated into many different locations on DOF’s website.  Seniors must navigate through several fields and links on DOF’s website to obtain a thorough understanding of the SCRIE program and its processes.  At the hearing, a DOF Assistant Commissioner testified that while they do not have a comprehensive document available, they do have a Frequently Asked Questions (“FAQ”) document regarding SCRIE that is available on line and downloadable. This document is five pages long.
 
· Comptroller Audit Report.
 Four days prior to the hearing, the New York City Comptroller issued an audit that found that from January 2010 to November 2010, DOF paid a total of $8.3 million of SCRIE benefits on behalf of 2,052 deceased tenants. DOF recouped only $900,000 of this amount.  The Comptroller also found that DOF processed applications for an entire year without a policy and procedures manual, and without any formal training. At the hearing, Commissioner Frankel stated that since the audit, the DOF  implemented a process of cross-checking information with the Social Security Administration’s death master file to ensure that benefits are not paid on behalf of deceased tenants.
  The Commissioner also stated that the individuals administering SCRIE at DOF have now been trained, and DOF continues to train its staff on the operational and administrative aspects of the SCRIE program, without a heavy focus on maintaining a heightened sensitivity to the population that it seeks to serve.
 
· DRIE concerns.  The Committees also learned that the problems that existed with DOF’s administration of the SCRIE program also existed with the Disability Rent Increase Exemption (“DRIE”) program, which has a similar structural and administrative model as SCRIE, but the benefit varies and is provided to disabled individuals.
  There also may be a possible under-enrollment of individuals in the DRIE program as evidenced by an enrollment of only 5,000 individuals.  At the hearing, a DOF Assistant Commissioner testified that DOF staff originally assigned to assist with DRIE applications was transferred to assist with SCRIE.  The loss of staff to assist in processing DRIE applications may have arguably resulted in decreased new enrollments in the DRIE program.
 
Further, a Memorandum of Understanding (“MOU”) was entered into by the two agencies regarding the SCRIE transfer to DOF. (Attached hereto).  The MOU specified that the DFTA would continue its outreach efforts “indefinitely,” which includes presentations at senior centers, community boards, entitlement events, and community based organizations.   It is unclear to the Committees, however, whether this outreach occurred, or was enforced by DOF. 
Proposed Int. 731-A

As a result of the hearing, the Council introduced legislation that seeks to address the inefficiencies of the administration of the SCRIE and DRIE programs by DOF, and ensure that seniors and individuals with disabilities, and the landlords who rent to such individuals, are receiving the benefits and services of the SCRIE and DRIE programs correctly and in a timely manner. 

Below is a summary of the provisions of Proposed Int. 731-A: 
1. Reverses 2009 law:
 Reversed the provisions of Local Law 44 of 2009, which transferred SCRIE from DFTA to DOF, thereby transferring SCRIE back to DFTA. 
2.  Requires Quarterly reports: 
  Quarterly reports to the Mayor and the City Council on the length of time it takes DFTA to process SCRIE and DRIE applications. 
The information must include, at the end of each calendar quarter, the total and average number of initial applications, portability applications, re-determination applications, and renewal applications. 
The information in the report must also include:

 Phase 1
: 
Total: The total number of applications in Phase 1; the total number of applications in Phase 1 for 30 days or less, in 31-60 days; and more than 60 days. 

Average: The average number of days for an application to end Phase 1; the average number of applications concluded in Phase 1 in 30 days or less; in 31-60 days; in more than 60 days. 
Phase 2
:
Total: The total number of applications in Phase 2, as well as the number of applications in Phase 2 for 30 days or less, in 31-60 days; and more than 60 days. 
Average: The average number of days for an application to end Phase 2; the average number of applications concluded in Phase 2 in 30 days or less; in 31-60 days; in more than 60 days.
Phase 3
:
Total: The total number of applications in Phase 3; the total number of applications in Phase 3 for 30 days or less, in 31-60days; and more than 60 days.
Average: The average number of days for an application to end Phase 3; the average number of applications concluded in Phase 3 in 30 days or less; in 31-60 days; in more than 60 days.
Target time: The time period in excess of the target time period, if established by the commissioner. 
Additionally, the report must include the average number of days for an application to conclude the application process and the total number of applications that took more than 6 months to process. For applications that took more than 6 months to process, DOF must provide an explanation for the delay. 

3. Brochure/manual:
 Requires the DFTA to provide a written description of all rights and responsibilities of SCRIE and DRIE landlords and tenants, and remedies available. This description must be provided with the application, exemption order, approval order, and on DFTA’s SCRIE and DRIE webpage. Upon the written request of a landlord or tenant, a Chinese, Korean, Russian or Spanish translation of the written description described must be provided to such landlord or tenant. 
4.  Dedicated Phone line:
 Requires DFTA to establish a phone line and designate an employee or employees (number determined by DFTA) to respond to inquiries from landlords and tenants on SCRIE/DRIE issues.  Such employee(s) may be proficient in at least 2 languages.  The contact info for such employees must be on all written communication to the landlord and tenants, and posted on [DFTA’s??] website on a SCRIE and DRIE dedicated page. 
5.  Requires DFTA to create a SCRIE and DRIE link on the DFTA website.
 
6.  Requires quarterly mailings of TAC reports to landlords.
 
7. Outreach Activities:
 Requires DFTA to establish, by rule, guidelines that would specify DFTA’s outreach activities and efforts that are designed to ensure that tenants and landlords are made aware of SCRIE/DRIE exemption availability, criteria, and rights and responsibilities of landlords and tenants.  The outreach activities and efforts must include assisting government officials, community boards, and community based organizations, upon request, in the completion of an application for an exemption, or the renewal of an exemption. 
8. Rules for SCRIE/DRIE implementation: 
 Requires DFTA to implement, by rule, operating procedures for the SCRIE and DRIE program. 
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TITLE:
Oversight - Examining the Department of Finance's implementation of the senior citizen rent increase exemption.

BACKGROUND

The senior citizen rent increase exemption (“SCRIE”) program protects eligible renters from certain increases imposed by their landlord.
  In return, the landlord receives property tax abatement equal to the amount of the rent forgiven.  Tenants currently are eligible for the SCRIE program if: 1) they are at least 62 years old; 2) they have a total household income that does not exceed $29,000; 3) they reside in a rent controlled or rent stabilized apartment,
 a Mitchell Lama complex or a rent regulated residential hotel; and 4) the maximum rent or legal regulated rent is increased to a level that exceeds one-third of the household’s income.
 

II. The SCRIE PROGRAM

Owners of a rent regulated apartment building are entitled to periodically raise rents to cover costs, as determined by the New York City Rent Guidelines Board (for rent stabilized units) or the New York State Division of Housing and Community Renewal (for rent controlled units). The SCRIE program protects eligible seniors from having to pay most of those increases. 

Only increases pursuant to an order of the Rent Guidelines Board (RGB) or the New York State Division of Housing and Community Renewal (DHCR) can be considered for an exemption.
  Exemptible increases include those made for major capital improvements, fuel cost adjustments, and hardship cases. 

A. Tenants

To begin the application process, a tenant submits an application to the Department of Finance (“DOF”), along with supporting documentation, such as federal income forms, which aids in determining eligibility. For tenants in rent stabilized apartments, supporting documentation includes lease information. Tenants in rent controlled apartments are deemed statutory tenants and thus are not typically provided with leases by their landlord. Rather, for these tenants, rental orders are provided by the DHCR, which determines the amount a tenant shall pay.   For SCRIE applicants who are in rent controlled apartments, supporting documentation would contain a maximum base rent order (greatest amount a landlord can raise the rent); maximum collectible rent order (highest amount a landlord can charge for rent), fuel cost adjustment (for renewals, if served by the landlord), or a major capital improvement order (for renewals, if served by the landlord).

If the tenant is approved, DOF will mail a notification stating the effective dates of the exemption period, the amount the tenant is responsible for paying, and the amount of the abatement to the building owner or landlord.
  The tenant will receive an Approval Order.  The tenant’s exemption generally becomes effective the first day of the month after DOF receives the SCRIE application.
  Once approved by DOF, building owners or landlords must adjust the tenant’s rent accordingly, including any retroactive adjustments. The tenant will only be obligated to pay the amount of rent specified in the Approval Order.
 

During the term of the lease or rent cycle, the law provides certain protections for tenants in rent regulated apartments.  For rent controlled apartments, the landlord must provide “essential services” which may include, but are not limited to, repairs, maintenance, the furnishing of light, heat, hot and cold water, elevator service, kitchen, bath and laundry facilities and privileges, janitor service and removal of refuse.
  For rent stabilized apartments, the landlord must provide “required services,” which include all essential services, except for kitchen, bath, and laundry facilities and privileges, as well as certain ancillary services such as garage and recreational facilities.
  

When required or essential services are not maintained or a tenant’s rights are otherwise violated, a tenant may seek a rent reduction order from the DHCR.  If DHCR finds that the landlord failed to maintain required or essential services, then, pursuant to local law, DHCR must reduce the legal rent of the apartment.  Such rent reduction remains in effect until DHCR restores the rent, which occurs after the agency confirms that all violations have been corrected.  Pursuant to Local Law 21 of 2005, when a rent reduction order applies to a SCRIE recipient, the senior may deduct the amount listed in the rent reduction order from their share of the rent specified in the rent exemption certificate.

B. Landlords

Once the tenant is accepted into the SCRIE program, DOF conducts rent calculations and issues the landlord a Tax Abatement Credit (“TAC”), which is provided for each of the landlord’s SCRIE tenants.  TAC is the amount that will be deducted from a landlord’s property tax bill to reimburse him or her for the rent monies not collected from SCRIE tenants, and reflects a dollar for dollar reimbursement that can be applied to past, current, or upcoming tax periods. In some cases, reimbursements can be in the form of a tax refund (known as “excess SCRIE”).

DOF maintains a SCRIE account that tracks the landlord’s abatements and credits for each tenant.  FAIRTAX is a centralized accounting database for all properties in New York City. The property tax bill (Statement of Account) is issued through this system.  Pursuant to this tracking system, DOF applies TACs from the landlord’s SCRIE account to offset any taxes that are due the next tax period, and those which are past due. These SCRIE credits are applied to a property’s tax bill before the bill is due (typically July 1 and January 1).    Such activity is reflected on the landlord’s Statement of Account.   TACs becomes effective as of the first day of  the  month  in  which  the  tenant  applied for SCRIE, or as of the date the  tenant took occupancy of the  subsequent  dwelling  unit,  whichever  is  later.
 As landlords await their TAC to be applied to their Statement of Account, they are prohibited from charging a SCRIE tenant rent that is in excess of the amount noted in the tenant’s Approval Order.


In some instances, some landlords charge less than the legal regulated rent, known as “preferential rent”.
  This is typically done when the legal regulated rent is higher than the prevailing market rent for a particular geographical area, and typically covers one lease term. In some cases, the lower rent was negotiated because the landlord was unable to get the legal rent because of building conditions, size of apartment or neighborhood reputation, etc., or because of a concession the tenant provided to the landlord.  At the time of this writing, it is unclear whether the formula used to determine whether the maximum rent exceeds one-third of a tenant’s household income is based on preferential rent or the legal regulated rent.  If the formula is based on the preferential rent that the tenant pays, rather than the legal regulated rent, then it is possible that fewer tenants would qualify for SCRIE because their rent would not be greater than 1/3 of their income.  However, by recognizing preferential rents, DOF would be able to reduce the amount of SCRIE credits issued through the program and possibly use the money saved to hire more staff.  
C. Renewals

SCRIE rent exemption orders are valid for the term of the lease (for rent stabilized tenants) or rent cycle (for rent control tenants), and tenants must renew their SCRIE eligibility when such lease or such rent cycle become due, usually, every one or two years.
 The law allows the tenant to pay the exempted rent amount up to 6 months after their SCRIE eligibility has expired.  After this “grace period” has lapsed, if the tenant has still not recertified for the program, then the rent reverts to the full legal rent owed, and the landlord is entitled to receive from the tenant the difference between the full legal rent owned and the amount paid by the tenant during the grace period.
  


Any rent exemption order issued to a tenant must include provisions giving  notice and information relating to renewals of rent exemption  orders  and  must include provisions giving notice that the tenant must enter into either a one or two year renewal lease  in  order to  be  eligible  for  a  rent  exemption.
 The notice that each tenant receives from the owner relating to the right to a renewal lease must contain similar information.
  By law, the renewal application must be a simplified form that includes a certification of the applicant's continued eligibility in lieu of a detailed statement of income and other qualifications.

III. Transfer of SCRIE to the Department of Finance 

Prior to 2009, the Department for the Aging (“DFTA”) administered the SCRIE program for tenants living in rent controlled and rent stabilized apartments and hotel units.  This was done in collaboration with DOF.  Under DFTA, its staff gathered financial information from applicants, reviewed it, and determined whether the applicants were eligible for the SCRIE program.  Once DFTA established eligibility and calculated the SCRIE benefit and tax abatement amounts, DFTA notified DOF.  DOF then granted the landlord tax abatement for that tenant.  DFTA also processed renewals and re-determinations.  This process, which required the work of two City agencies, was both inefficient and paper-intensive.  

In 2009, the Administration submitted legislation to the Council to transfer the administration of the SCRIE program from DFTA to DOF.
  According to the bill’s memorandum in support, DOF has the technology and the capacity to simplify the paper application and eligibility process.
  The key requirements for SCRIE eligibility are the applicant’s age and income, the amount that the applicant pays in rent and whether the building is subject to rent regulation.  DOF already has some of this information.  For example, as the City’s tax administrator, DOF can verify an applicant’s income level in an automated fashion.  Moreover, as the City’s property assessor and City Register, DOF can verify whether the building is subject to rent regulation.  Therefore, as stated in the memorandum in support, “using available data and data matching techniques that DOF staff has experience with, the City can make it easier for seniors to apply for benefits, while reducing the City’s administrative burden in administering the program and making sure that only those who are eligible receive benefits.”

According to the bill’s memo in support, the assumption of SCRIE operations by DOF 

was designed to:

“achieve a better customer service experience for seniors as well as reduce administrative burdens on the City.  DOF has the technological capacity to streamline the SCRIE process by cross-checking databases to make determinations with respect to initial eligibility and renewal applications.  DOF’s administration of the SCRIE benefit may thus reduce the need for seniors to provide supporting documentation, and concurrently reduce the turnaround time for seniors waiting for their benefits.” 

This assumption, however, has not proven to be true.

III.
Problems with DOF’s implementation of the SCRIE program

A. Processing Time Delays of SCRIE applications
Since the transfer of the administration of the SCRIE program from DFTA to DOF in 2009, many seniors have experienced delays in processing times of the initial SCRIE application and renewal applications. During his testimony during the Fiscal Year 2011 Preliminary Budget hearing, DOF Commissioner David M. Frankel testified that there was “an unacceptable backlog of both new and renewal applications”.
  Such backlog resulted in reported delays of 4 months to process SCRIE applications.
 

Delays in processing SCRIE applications causes an undue hardship on the tenant that the SCRIE program seeks to protect: the senior citizen.  For initial applications, until an Approval Order is provided to the tenant from DOF, the tenant must pay the legal regulated rent, despite the tenant’s inability to pay.  Accordingly, many seniors go into debt trying to bridge the gap between their income and rent owed, some face eviction, and many experience emotional distress.  For renewal applications, the law allows the tenant to pay the exempted rent amount up to 6 months after the lease has expired.  After this “grace period” has expired, the rent reverts to the full legal rent owed, and the landlord is entitled to receive the difference between the full legal rent owned and the amount paid by the tenant during the grace period. A tenant’s inability to pay the regulated rent puts the tenant at risk for eviction. 

1. Inadequate Staffing

 Many attributed DOF’s backlog of processing applications to the lack of staff assigned to administer the SCRIE program. In response, at the Council’s Fiscal Year 2011 Preliminary Budget hearing, Commissioner Frankel testified that he: “temporarily assigned 13 additional staff and a supervisor to our existing eight person staff. Our goal is to eliminate the backlog this spring and process applications within four weeks of receiving them from applicants.”

 Prior to the transfer, DFTA had 30 staff members who implemented the SCRIE program.  Such staff members served various functions in the areas of social work, property tax administration, outreach, and clerical administration to adequately and competently administer the SCRIE program. Under DOF, only 8 permanent full time staffers are assigned to administer the SCRIE program, while another 13 have been temporarily assigned.  While the goal of the Administration was to “reduce the turnaround time for seniors waiting for their benefits”, a reduction in the amount of permanent staff assigned to administer the SCRIE program by more than 70% seems to contradict such goal.
 At the time of this writing, it is unclear whether additional staff has been provided, and whether training has been provided to the temporary staff workers to ensure adequate administration of the SCRIE program.  

2. Supporting Documentation

Many also attributed DOF’s backlog to the requests of supporting documentation made by DOF once a SCRIE application was submitted. In response, at the Council’s Fiscal Year 2011 Preliminary Budget hearing, Commissioner Frankel testified: “To make the process easier for seniors, we will match data from the applications with personal income tax data we have on record, which in most cases will eliminate the need for applicants to provide income documentation.”

While the 2009 memorandum in support for the legislation that transferred the administrative functions of SCRIE from DFTA to DOF stated that “as the City’s tax administrator, DOF can verify an applicant’s income level in an automated fashion”…and “reduce the need to provide supporting documentation”, as of the time of this writing, however, such does not seem to be the case.  The new SCRIE application for owners still requires an applicant to submit federal income tax returns, if applicable, 1099-SSAs, 1099-Rs, and other similar documents if one is not required to file income tax returns. 
  It seems that the initial purpose of the transfer of the SCRIE program from DFTA to DOF has not been fulfilled as the same documents required under DFTA are still required to process SCRIE applications under DOF, thereby failing to alleviate any administrative burdens of the tenants.

Additionally, as mentioned previously, rent controlled tenants are not required to have or produce a lease to be entitled to SCRIE. However, rent controlled SCRIE tenants have reported a delay in processing times of their applications because of subsequent requests by the DOF to submit a lease as supporting documentation, even though rent orders were submitted, as required by law.  This issue was communicated to the Department of Finance during the Council’s Fiscal Year 2011 Executive Budget hearings, but it is unclear whether this issue has been resolved, and whether DOF has been made abreast of the rent control laws and required documentation.

Finally, in the situation where a tenant sends the recertification application but does not include some of the necessary supporting documentation, the SCRIE unit will not accept this documentation from owners. For example, if a tenant does not submit their renewal lease with the SCRIE recertification application, but the owner sends in the renewal lease as a proactive measure, the SCRIE unit will not process the SCRIE recertification unless the lease comes from the tenant.

B. Failure to Provide a TAC report: 

TAC reports provide detailed information on the landlord’s tax abatement credits for each SCRIE tenant.  This report shows the rent calculation for the TAC, gives the effective dates, exemption amount, and the amount the tenant is responsible for paying.  It also shows the dates that the credits were electronically transferred to the landlord’s SCRIE property tax account.  DOF’s submission of TAC reports to landlords have been inconsistent, and in some cases, non-existent.  Without this report, owners will only see a lump sum SCRIE credit on their Statement of Account, and will have no way of knowing if they are receiving the proper amount of SCRIE credits, and whether each SCRIE tenant in their building has been accounted for. 

C.  Inability to communicate effectively to DOF

Currently, in order to communicate an issue to DOF, or to request a SCRIE application, the public must dial 311.  DOF does not post a public telephone number that SCRIE tenants or owners with SCRIE tenants can use to contact someone directly at DOF about the SCRIE program. The 311 operators have no authority to effect any change or correct any mistakes, nor are they particularly knowledgeable about the SCRIE program. Rather, they simply enter a service request into a computer system, give the caller a confirmation number, and tell the caller to expect to be contacted by DOF regarding the request.  Although requested, at the time of this writing, DOF has not provided the Council Finance Division staff with the average resolution times for 311 callers who expressed concern with the SCRIE program. It should be noted that when issues are brought to the attention of certain contacts at the SCRIE unit, those issues are usually resolved, if they can be, in a timely fashion.  Unfortunately, not every owner or SCRIE tenant has direct access to SCRIE personnel at DOF.  Creating a dedicated, publicly available phone number to address SCRIE issues would surely benefit tenants and owners, and likely reduce application delays.  

D. No application and/or misapplication of SCRIE credits to the July 1, 2011 property tax bill.

For the current fiscal year, thousands of owners either did not receive their SCRIE credits before the July 1 due date, or such credits were misapplied.  In thousands of cases, when a SCRIE credit was reflected on a landlord’s July 1st tax bill, the amount was significantly less than what was specified in the rent exemption order, with the rest of the amount either credited to the January 2012 bill, or not credited at all. (See Exhibit B).  Once DOF became aware of the problem, they mailed a notice to property owners informing them that an error has occurred.  The notice goes on to explain that the property owners must determine the amount they owe by doing calculations of credits and debits reflected on the Statement of Account in a manner prescribed by DOF.  See attached Exhibit A for a copy of the DOF notification to property owners.

While DOF has communicated to the property owners that any interest or penalties incurred because of this error would be waived, the lack of a direct line to DOF prevented many owners to resolve their issue before receiving the communication from DOF, and such owners were forced to take money out of reserve funds or other areas of the budget to cover the higher than expected property taxes.  For owners with property taxes held in an escrow account, mortgage companies informed these owners that their escrow payments would increase because of the inflated amount of the July 1 tax bill.  

E. Lack of Information on SCRIE program 
Prior to the transfer of the SCRIE program from DFTA to DOF in 2009, DFTA made publicly available through its website, a guide providing great detail on the SCRIE program, including rights and responsibilities of tenants and owners.
  This guide, which also contained sample forms, frequently asked questions, a glossary of terms, and application procedures, was approximately 40 pages long and served as a useful resource to tenants, owners, and the public at large.  DOF, however, does not have such a guide. Rather, information about SCRIE provided by DOF is segregated into many different locations on DOF’s website.  Seniors must navigate through several fields and links on DOF’s website to obtain a thorough understanding of the SCRIE program and its processes.  A single document that contains comprehensive and detailed information about the SCRIE program that is produced and periodically updated by DOF, and perhaps mailed to owners and landlords, would centralize information, and serve to inform and educate the public, many of which may not have internet access or have adequate internet proficiency to access the information as currently presented on DOF’s website.  

F. Understanding the Statement of Account and related documents

When the DOF issues a SCRIE Statement of Account, the document contains the date when the respective applicable date, amount of credit, the type of credit, and balance owed to DOF.  However, while the date in which the credit or balance applies is clear, the type of credit/debit is not.  The Account History Report is a document that expands on the information provided in the SCRIE Statement of Account by covering longer periods and reflects credits and debits on a more frequent basis, rather than on a quarterly basis or semi-annual basis, as with the SCRIE Statement of Account.  The credits or debits reflected in this document are not listed in descriptive terms, nor is the agency in which the charge or credit is associated. Rather, such credits and debits are listed in codes. A legend for such codes is provided through a hyperlink on DOF’s website with the Account History Report, however, accessing the codes while perusing the report is challenging.   For an example of the Account History Report, see Exhibit C.  

G. 
Comptroller’s Audit of the SCRIE program

On September 23, 2011, the New York City Comptroller (“Comptroller”) released an Audit Report on the Department of Finance’s Administration of the SCRIE program.
 Generally, the review period of this audit spanned from July 1, 2009 to November 30, 2010, and reviewed the way in which DOF served the more than 47,000 tenants in the SCRIE program. 

Generally, the Comptroller found that DOF has inadequate controls in place to ensure that all TACs are appropriately issued to the landlords.  A major contributing factor, the Comptroller noted, is the absence of defined policies and procedures governing the process to help ensure that all TACs to landlords are made on behalf of eligible tenants. 

The Comptroller’s audit confirmed all of the issues that have been expressed to Council Members and Council staff by seniors and landlords. 

Some of the findings made by the Comptroller include:

· Inadequate controls to ensure the proper issuance of TACs to landlords, which contributed to $8.5 million in potentially ineligible benefits issued during the Comptroller’s 17 month scope period on behalf of tenants who died.
· No mechanism to identify instances in which SCRIE benefits may need to be discontinued because of a change in circumstances, such as a tenant’s death, or when mail is returned or leases are not renewed.  According to DOF, landlords and SCRIE recipients are required to report a tenant’s death within 30 days of death.   However, if DOF is not notified, then it will continue to issue TACs to the landlord.  From January 2010 to November 2010, DOF paid a total of $8.3 million on behalf of 2,052 deceased tenants. DOF recouped only $900,000 of this amount. (From July 2009 to November 30, 2010, 3,801 tenants who received SCRIE benefits were deceased, totaling $11.8 million, recouping only $3.3 million). DOF records did not reflect the death of the recipient nor were there controls in place to ascertain the decedent’s beneficiaries, or whether the remaining household members qualified for SCRIE.     

· DOF processed applications for an entire year without a policy and procedures manual, and without any formal training. 

· Inadequate maintenance of files: No central record to manage files containing original documents processed, and accounts of former employees were not deactivated.  

Based on these findings, the Comptroller issued the following recommendations.

1.  Develop comprehensive policies and procedures for issuing TACs

a. DOF response: A new supervisor and an Assistant Commissioner were hired in December and January, respectively, to create “standard operating procedures.”

2. Periodically match recipients listed in the SCRIE database against the Social Security Administration’s Death Master File.

a. DOF response: They are in process of performing such a match via social security numbers.

3. Investigate the benefits issued on behalf of the deceased tenants. 

a. DOF response: They are currently working on it. 

4. Develop controls to identify deceased tenants with eligible household members.

a. DOF response: They have updated their procedures to ensure DOF transfers the SCRIE benefit to eligible household members, where appropriate. 

5. Develop controls to ensure TACs are issued on behalf of eligible tenants who do not have social security numbers. 

a. DOF response: They will review their current procedures and determine whether additional procedures are necessary. 

6. Create a central log listing all application filed and improve its filing system to ensure all applications and supporting documents are easily retrievable and secure. 

a. DOF response: They will update archive system to include each application number housed in a file box.

7. Periodically review activity on the computer system to detect unauthorized use.

a. DOF response:  DOF currently has a process in place where employees who leave the agency have their access to DOF’s computer systems terminated. 

IV.
SEPTEMBER 27, 2011 OVERSIGHT HEARING

Today’s hearing will examine DOF’s implementation of the SCRIE program, and learn about the successes and failures DOF has encountered when implementing the program. The Committees on Finance and Aging would also like to hear about DOF’s response to the Comptroller’s audit, and new procedures, if any, that have been established, or in the process of being established, by DOF that would better implement the SCRIE program.

 Elected officials, advocate groups, and members of the public have been invited and are expected to testify. 

� See Chapter 689 of the Laws of 1972. 


� Rent control generally applies to residential buildings constructed before February, 1947 in municipalities for which an end to the postwar rental housing emergency has not been declared. For an apartment to be under rent control, the tenant must generally have been living there continuously since before July 1, 1971 or for less time as a successor to a rent controlled tenant. When a rent controlled apartment becomes vacant, it either becomes rent stabilized or is removed from regulation, generally becoming stabilized if the building has six or more units and if the community has adopted the � HYPERLINK "http://www.housingnyc.com/html/glossary_defs.html" \l "etpa" �Emergency Tenant Protection Act�. In New York City, rent stabilized apartments are generally those apartments in buildings of six or more units built between February 1, 1947 and January 1, 1974. Similar to � HYPERLINK "http://www.housingnyc.com/html/glossary_defs.html" \l "rentcontrol" �rent control�, stabilization provides other protections to tenants besides regulation of rental amounts. Tenants are entitled to receive required services, to have their leases renewed, and not to be evicted except on grounds allowed by law. Leases may be entered into and renewed for one or two year terms, at the tenant's choice. See Chapters 3 and 4 of Title 26 of the New York City Administrative Code. 


� See §467-b of the New York Real Property Tax Law; and §§ 26-405m, 26-406, and 26-509 of the New York City Administrative Code.


� See Transcript of September 27, 2011 Finance Committee  hearing beginning at 96.


� See id. at 30.


� See Local Law 44 of 2009.


� See Memorandum of Support,  A Local Law to amend the administrative code of the city of New York, in relation to the administration of the senior citizen rent increase exemption program;  Int. 1026-2009; and Local Law 44 of 2009. 


� See id. at 2.


� Id.


� For details on the specific concerns of the Council regarding DOF’s implementation of the SCRIE program, and the catalyst for that hearing, please see the Committee Report for that hearing beginning on page 10 of this report. 





� See Transcript of September 27, 2011 Finance and Aging Committee  hearing beginning on 142 to end.





� See id. at 39.


� See id. at 36-38.


� See id. at 28.


� See id. at 70.


� See id. at 81.


� See Your Guide to the Senior Citizen Rent Increase Exemption Program at � HYPERLINK "http://www.nyc.gov/html/dfta/downloads/pdf/scrie_guide.pdf" �http://www.nyc.gov/html/dfta/downloads/pdf/scrie_guide.pdf� (last accessed September 25, 2011).


� See Transcript of September 27, 2011 Finance and Aging Committee  hearing at 94; see also SCRIE FAQ for Tenants, available at  � HYPERLINK "http://home2.nyc.gov/html/dof/html/pub/pub_property_tax.shtml#scriedrie" �http://home2.nyc.gov/html/dof/html/pub/pub_property_tax.shtml#scriedrie� (last accessed March 1, 2012); see also SCRIE FAQ for Landlords, available at � HYPERLINK "http://home2.nyc.gov/html/dof/html/pdf/drie/scrie_faq_landlord.pdf" �http://home2.nyc.gov/html/dof/html/pdf/drie/scrie_faq_landlord.pdf� (last accessed March 1, 2012).








� Audit Report on the Department of Finance’s Administration of the SCRIE program , available at  � HYPERLINK "http://www.comptroller.nyc.gov/bureaus/audit/PDF_FILES_2011/MG11_053A.pdf" �http://www.comptroller.nyc.gov/bureaus/audit/PDF_FILES_2011/MG11_053A.pdf�  (last accessed March 1, 2012).


� See Transcript of September 27, 2011 Finance Committee  hearing at 18. 





� See id. at 105-106. 


� DRIE applies to those individuals who are currently receiving Supplemental Security Income (SSI), Social Security Disability Insurance (SSDI), disability pension or disability compensation benefits from the United States Department of Veterans Affairs, those who were previously eligible by virtue of receiving disability benefits under SSI or SSDI and are currently receiving medical assistance benefits based on determination of disability as provided in section 366 of the Social Services Law.  Individuals must be  the head of household (18 years of age or older) and named on the lease or rent order;  the tenant of record (a tenant of record has attained and exercised his/her legal right of succession to the apartment when the leaseholder vacates the apartment, either by moving or by death); or the disabled spouse or disabled registered domestic partner of either the head of household or the tenant of record. For households of less than two, the income cannot exceed $19,860, and for households of two or more the income for all household members cannot exceed $28,668. Additionally, in order to be eligible, the individual must pay more than one-third of his/her household’s aggregate income for rent. See 26-405 (m)(2)  and 26-509 (b) of the New York City Administrative Code; see also, A Tenant’s Guide to DRIE, available at  � HYPERLINK "http://home2.nyc.gov/html/dof/html/pdf/brochures/drie_tenant.pdf" �http://home2.nyc.gov/html/dof/html/pdf/brochures/drie_tenant.pdf� (last accessed February 29, 2012).


� See Transcript of September 27, 2011 Finance and Aging Committee  hearing at 91.


� See sections 1-4, and 6-14 of Proposed Int. 731-A.


�See sections 5 and 15 of Proposed Int. 731-A, which amends 26-405(m) by adding paragraph 10, and 26-509 by adding subdivision e, respectively.


 


� Phase 1:  Begins the day after DFTA receives an application and ends the day the application is determined to be complete or DFTA notifies that applicant of incompleteness.  


� Phase 2: Begins the day after DFTA notifies the applicant of incompleteness and ends the day the application is determined to be complete. 


� Phase 3: Begins the day after DFTA determines the application is complete and ends the day DFTA either issues a notice of ineligibility or an approval order.  


� See sections 5 and 15 of Proposed Int. 731-A, which amends 26-405(m) by adding paragraph 11 , and 26-509 by adding subdivision f, respectively.


� See sections 5 and 15 of Proposed Int. 731-A, which amends 26-405(m) by adding paragraph 12 , and 26-509 by adding subdivision g, respectively.


� See id. 


� See sections 5 and 15 of Proposed Int. 731-A, which amends 26-405(m) by adding paragraph 13, and 26-509 by adding subdivision h, respectively.


� See sections 5 and 15 of Proposed Int. 731-A, which amends 26-405(m) by adding paragraph 14, and 26-509 by adding subdivision i, respectively.


� See sections 5 and 15 of Proposed Int. 731-A, which amends 26-405(m) by adding paragraph 15 , and 26-509 by adding subdivision j, respectively.


� See Chapter 689 of the Laws of 1972. 


� Rent control generally applies to residential buildings constructed before February, 1947 in municipalities for which an end to the postwar rental housing emergency has not been declared. For an apartment to be under rent control, the tenant must generally have been living there continuously since before July 1, 1971 or for less time as a successor to a rent controlled tenant. When a rent controlled apartment becomes vacant, it either becomes rent stabilized or is removed from regulation, generally becoming stabilized if the building has six or more units and if the community has adopted � HYPERLINK "http://www.housingnyc.com/html/glossary_defs.html" \l "etpa" �Emergency Tenant Protection Act�. In New York City, rent stabilized apartments are generally those apartments in buildings of six or more units built between February 1, 1947 and January 1, 1974. Similar to � HYPERLINK "http://www.housingnyc.com/html/glossary_defs.html" \l "rentcontrol" �rent control�, stabilization provides other protections to tenants besides regulation of rental amounts. Tenants are entitled to receive required services, to have their leases renewed, and not to be evicted except on grounds allowed by law. Leases may be entered into and renewed for one or two year terms, at the tenant's choice. See Chapters 3 and 4 of Title 26 of the New York City Administrative Code. 


� See §467-b of the New York Real Property Tax Law; and the §§ 26-405m, 26-406, and 26-509 of the New York City Administrative Code.


� See § 26-509 (b)(1) of the New York City Administrative Code. 


� See New York City Department of Finance website at � HYPERLINK "http://home2.nyc.gov/html/dof/html/property/property_tax_reduc_drie_sc_ll.shtml" �http://home2.nyc.gov/html/dof/html/property/property_tax_reduc_drie_sc_ll.shtml� (last visited September 25, 2011).


� See 26-509 (b)(5) of the New York City Administrative Code.


� See id. at 26-509(b)(4).


� See New York State Division of Housing and Community Renewal, Rent Administration Fact Sheet #3 “Required and Essential Services,” available at www.dhcr.state.ny.us/ora/pubs/html/orafac3.htm.


� See id.


� � HYPERLINK "http://www.lexis.com/research/buttonTFLink?_m=98760cdc67f69ba7d59b11de9fc76912&_xfercite=%3ccite%20cc%3d%22USA%22%3e%3c%21%5bCDATA%5b959%20F.2d%20395%5d%5d%3e%3c%2fcite%3e&_butType=4&_butStat=0&_butNum=37&_butInline=1&_butinfo=N.Y.%20REAL%20PROP.%20TAX%20LAW%20467-B&_fmtstr=FULL&docnum=1&_startdoc=1&wchp=dGLzVzk-zSkAl&_md5=bcd3d85872fec0971c956b8b3c44e89c" �Section 467-b(6)� of the Real Property Tax Law authorizes reimbursement of landlords for the loss of the rent increases through dollar-for-dollar tax abatements. If the amount of the exempted rent increase exceeds a landlord's total real estate tax liability calculated on an annual basis, � HYPERLINK "http://www.lexis.com/research/buttonTFLink?_m=98760cdc67f69ba7d59b11de9fc76912&_xfercite=%3ccite%20cc%3d%22USA%22%3e%3c%21%5bCDATA%5b959%20F.2d%20395%5d%5d%3e%3c%2fcite%3e&_butType=4&_butStat=0&_butNum=38&_butInline=1&_butinfo=N.Y.%20REAL%20PROP.%20TAX%20LAW%20467-B&_fmtstr=FULL&docnum=1&_startdoc=1&wchp=dGLzVzk-zSkAl&_md5=085205989bcce2f64dba3b2e71a96039" �section 467-b(9)� of the Real Property Tax Law authorizes reimbursement of the balance of the contractual rent in the form of cash payments, commonly referred to as "excess SCRIE". 


� See § 26-509(b)(7) of the New York City Administrative Code; see also id at  26-406(c). 


� See id. at 26-509(b)(4). 


� See Rent Stabilization Code (9 NYCRR) § 2521.2.


� See §26-509(b)(6) of the New York City Administrative Code.


� See id.


� See id.


� See id.


� See id.


� See Local Law 44 of 2009.


� See Memorandum of Support,  A Local Law to amend the administrative code of the city of New York, in relation to the administration of the senior citizen rent increase exemption program;  Int. 1026-2009; and Local Law 44 of 2009. 


� See id. at 2.


� Id.


� See Transcript of March 4, 2010 Finance Committee Fiscal Year 2011 Preliminary Budget hearing at 185.


� See Transcript of March 21, 2011 Finance Committee Fiscal Year 2012 Preliminary Budget hearing at 215.


� See Transcript of March 4, 2010 Finance Committee Fiscal Year 2011 Preliminary Budget hearing at 186.


� See Memorandum of Support,  A Local Law to amend the administrative code of the city of New York, in relation to the administration of the senior citizen rent increase exemption program at 2;  Int. 1026-2009; and Local Law 44 of 2009.


� See Transcript of March 4, 2010 Finance Committee Fiscal Year 2011 Preliminary Budget hearing at 186.


�See SCRIE application for tenants, available at the Department of Finance website at � HYPERLINK "http://home2.nyc.gov/html/dof/html/pdf/scrie/scrie_appl.pdf" �http://home2.nyc.gov/html/dof/html/pdf/scrie/scrie_appl.pdf� (last accessed on September 25, 2011).


� See Transcript of May 13, 2010 Finance Committee Fiscal Year 2011 Executive Budget hearing at 64.


� See Your Guide to the Senior Citizen Rent Increase Exemption Program at � HYPERLINK "http://www.nyc.gov/html/dfta/downloads/pdf/scrie_guide.pdf" �http://www.nyc.gov/html/dfta/downloads/pdf/scrie_guide.pdf� (last accessed September 25, 2011).


� This section of the Committee report is derived from the Audit report released by the New York City Comptroller, Audit Report on the Department of Finance’s Administration of the SCRIE program , available at  � HYPERLINK "http://www.comptroller.nyc.gov/bureaus/audit/PDF_FILES_2011/MG11_053A.pdf" �http://www.comptroller.nyc.gov/bureaus/audit/PDF_FILES_2011/MG11_053A.pdf�  (last accessed September 26, 2011).


�See id. 
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