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Introduction


On June 10, 2015, the Committee on Housing and Buildings, chaired by Council Member Jumaane D. Williams, will hold a hearing to consider Res. No. 731.
The Committee expects to receive testimony from housing advocates, legal service providers, and other interested members of the public.
Background

There are two forms of rent regulation in New York City: rent control and rent stabilization. Rent control is the older of the two systems and dates back to the federal Emergency Price Control Act of 1942.
 Rent control primarily applies to dwellings within residential buildings completed before February 1, 1947
 and in which a tenant or lawful successor has been living continuously since before July 1, 1971.
  Rent stabilization generally applies to buildings with six or more units built before January 1, 1974.
  Both rent regulation systems restrict rent increases and limit evictions.
  
Under current New York State Law, rent regulated units may be deregulated when the rent hits $2,500 a month, and the tenant vacates the unit,
 or the tenant is found to have an income above $200,000 two years in a row.
  Available data suggests that between 1994, when vacancy decontrol went into effect, and 2014, 139,408 rent stabilized units were lost to vacancy decontrol.
 

Deregulation significantly decreases the number of affordable housing units in New York City, at a time when the City is facing an affordable housing crisis.
  Further, because New York State law allows for various ways to raise the rents in rent-regulated apartments, such apartments quickly reach the $2,500 deregulation limit. 

Beyond deregulation, the rent-regulation system as it currently stands fails to provide tenants with stability and security.  Tenants in rent-regulated apartments may face steep rent increases at each rent-renewal if an owner decides to revoke a preferential rent.  Tenants may also face increases when limited profit housing companies leave the Mitchell Lama program and owners of rental buildings terminate or decide not to renew their Section 8 contracts. 


The rent regulation system is currently set to expire on June 15, 2015. However, even if the expiration date for rent regulation is extended, the system requires significant improvements.

The Council previously passed a package of Resolutions calling on the New York State Legislature to renew and strengthen rent regulation. One of the Resolutions, Res. No. 596-A, supported repealing vacancy decontrol.
Res. No. 731
Resolution 731 calls upon the New York State Senate to pass and the Governor to sign A. 7526, in relation to strengthening rent regulation.  A. 7526 passed the New York State Assembly on May 19, 2015. In addition to pushing back the expiration date for rent-regulation to June 15, 2019, this Resolution notes that A. 7526 would, among other things:
· Increase the amount of rent for vacancy deregulation to $3,500 and the amount of income for income deregulation to $225,000;
· Make Major Capital Improvement (MCI) rent increases a temporary surcharge that ends when the cost of the MCI has been recouped by the owner;
· Reduce the size of the vacancy bonus to 7.5%;
· Create parity between the rent regulation systems by only allowing rents in rent-controlled apartments to be raised by the lesser of 7.5% or an amount equal to the average of the previous five rent-stabilization increases;
· Return deregulated units to the rent-regulation system where such units have been rented since January 1, 2013 for less than $5,000;
· Prohibit owners from adjusting the preferential rent amount upon the renewal of a lease for a rent-regulated unit; and

· Allow the City to expand rent regulation to housing accommodations that cease or have ceased to be Mitchells Lamas or to receive Project Based Section 8 rental assistance.
Update

On Wednesday, June 10, 2015, the Committee adopted this legislation. Accordingly, the Committee recommends its adoption.
Res. No. 731PRIVATE 
Resolution calling upon the New York State Senate to pass and the Governor to sign A. 7526,  in relation to strengthening rent regulation
By the Speaker (Council Member Mark-Viverito)


Whereas, Rent regulation is set to expire on June 15, 2015 and the New York State Assembly passed a bill, A. 7526, sponsored by Assembly Member Wright, which would push back the expiration to June 15, 2019; and 


Whereas, New York City is currently experiencing an affordable housing crisis, and requires rent regulation to be renewed and strengthened in order to respond to such crisis; and


Whereas, Under the current rent regulation system, rent regulated units may be deregulated, which significantly decreases the number of affordable housing units in New York City, when the rent hits $2,500 a month and the tenant vacates the unit, or the tenant is found to have an income above $200,000 two years in a row; and


Whereas, A. 7526 would increase the amount of rent for vacancy deregulation to $3,500 and the amount of income for high income deregulation to $225,000; and

Whereas, There are multiple ways in which rents for rent regulated units may be increased, resulting in units quickly reaching the deregulation threshold and the City losing affordable units; and 


Whereas, One way in which the rent for rent regulated units may be increased is Major Capital Improvements (MCIs), which allows an owner a permanent one-time increase sufficient to cover the cost of the improvement over a seven-year period; and


Whereas, A. 7526 would make MCI rent increases a temporary surcharge, ending when the cost of the MCI has been recouped, and would allow tenants a voice in determining whether the MCI has been satisfactorily completed; and 


Whereas, Another way in which rents may be increased is the vacancy bonus, which allows owners to increase the rent of rent-stabilized units by 20% each time a unit becomes vacant; and



Whereas, A. 7526 would reduce the size of the vacancy bonus to 7.5%; and

Whereas, Rent in rent-controlled units are subject to steep annual rent increases (7.5%), while rents in rent stabilized units are set by a local Rent Guidelines Board, using a formula that takes into account various economic factors; and 


Whereas, A. 7526 would create parity between the rent regulation systems by only allowing rents in rent-controlled apartments to be raised by the lesser of 7.5% annually or an amount equal to the average of the previous five Rent Guidelines Board increases; and


Whereas, Since deregulation took effect the City has lost roughly 150,000 units of affordable housing to deregulation; and


Whereas, A. 7526 would return deregulated units to the rent regulation system where such units have been rented since January 1, 2013 for less than $5,000; and  


Whereas, The rent-regulation system is intended to not only maintain affordable housing in New York, but to provide tenants with stability and safe housing; and 


Whereas, Some owners may offer rent-regulated tenants a preferential rent, which is less than the legal regulated rent, generally because the legal regulated rent is higher than the market will bear, but the law as it currently stands allows owners to increase the rent to the legal regulated rent upon any lease renewal for any reason; and 


Whereas, A. 7526 would prohibit owners from adjusting the preferential rent amount upon the renewal of a lease for a rent regulated unit; and


Whereas, Under existing State law, an owner can only be charged with the crime of harassment when he or she has caused physical injury to a tenant or a third party with intent to cause a rent regulated tenant to vacate a unit; and 


Whereas, A. 7526 would create a misdemeanor for harassment of a tenant in the second degree where an owner intentionally impairs the habitability of a unit or creates or maintains a dangerous condition with the intent to cause a rent regulated tenant to vacate a unit; and 

Whereas, Under current law, Mitchell-Lama and Project Based Section 8 developments first occupied on or after January 1, 1974, can opt-out of such programs and owners can then increase the rents to unaffordable levels for most of their residents; and

Whereas, A. 7526, would allow the City to expand rent regulation to housing accommodations that cease or have ceased to be Mitchells Lamas or to receive Project Based Section 8 rental assistance; now, therefore, be it

Resolved, That the Council of the City of New York calls upon the New York State Senate to pass and the Governor to sign A. 7526,  in relation to strengthening rent regulation
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� See Guy McPherson, Rent Regulation in New York City and the Unanswered Questions of Market and Society, 72 Fordham L. Rev. 1125, 1132-1133.


� See: Emergency Housing Rent Control Law §2(2)


� Id. 


� See: Emergency Tenant Protection Act of 1974 §5.


� See generally: Emergency Tenant Protection Act of 1974; Emergency Housing Rent Control Law; Local Emergency Housing Rent Control Law; New York City Administrative Code Chapter 3; New York City Administrative Code Chapter 4. 


� See: Emergency Tenant Protection Act of 1974 §4(5)(a)(13).


� See: Emergency Tenant Protection Act of 1974 §4(5-a); Emergency Housing Rent Control Act2(2)(m).


� New York City Rent Guidelines Board, Changes to the Rent Stabilized Housing Stock in New York City in 2014, 7, May 28, 2015, available at http://www.nycrgb.org/downloads/research/pdf_reports/changes2015.pdf. 


� Elyzabeth Gaumer & Sheree West, New York City Department of Housing Preservation and Development, Selected Initial Findings of the 2014 New York City Housing and Vacancy Survey, 3, Feb. 9, 2015.
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