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	The Council of the City of New York

Finance Division

Preston Niblack, Director

Fiscal Impact Statement
SLR:  2 -  (S.2237-A/A.2005)          

Committee:
State and Federal Legislation 

	Title: An act to amend the administrative code of the City of New York and the emergency tenant protection act repealing provision relating to vacancy decontrol. 


	Sponsors:  By the Speaker (Council Member Quinn), Council Member Baez. 

  

	Summary of Legislation: This bill repeals the provisions of New York State and New York City statutes that remove apartments from rent stabilization or rent control when such apartments are vacated and could be rented under such statutes for monthly rents of $2,000 or more. The bill also subjects to regulation, accommodations, which under the provisions proposed for repeal, were deregulated upon vacancy occurring on or after January 1, 2007 or which were deregulated upon vacancy occurring prior to January 1, 2007 and which rented for less than $5,000 per month in New York City or less than $3,500 per month in Westchester, Nassau, and Rockland counties on or after January 1, 2007. Moreover, the bill provides that where the amount of rent paid by the tenant is less than the legal regulated rent, the amount of rent for such housing upon renewal or vacancy, at the option of the owner, may be based upon such previously established legal regulated rent. 

	Effective Date:  Immediately upon enactment into law.



	Fiscal Year In Which Full Fiscal Impact Anticipated: Fiscal 2013

	Fiscal Impact Statement:
$ in millions

Effective FY10

FY Succeeding

Effective FY11

Full Fiscal

Impact FY13
Revenues (+)

De minimis
De minimis
($40.6)
Expenditures (-)

$0.0

$0.0

$0.0

Net

De minimis
De minimis
($40.6)


	Impact on Revenues:  Should the State Legislature pass the law in question, New York City could expect to see an impact on property tax revenues. On the assumption that on average over time market rate rent increases would continue to exceed allowed increases for regulated units, rental income of affected building owners would be less than in the absence of regulation, thus reducing the assessed value of their properties for property tax purposes. In addition, one time rent increases that might have occurred upon decontrol would not occur if the legislation were enacted. 

No impact on revenues is expected in FY 2010 or FY 2011, on the assumption that (a) the Department of Finance (DOF) property tax assessment roll for FY 2010 will be final or nearly so at the time of enactment, and that (b) FY 2010 and FY 2011 assessed values for buildings affected by the legislation are based on Real Property Income and Expense (RPIE) statements from Calendar Years 2007 and 2008, respectively

A partial year’s impact would be expected in FY 2012, property tax assessments for which would be based on calendar year 2009 RPIEs, which would reflect, by assumption, a partial-year effect on building incomes, including units that would have been eligible for vacancy decontrol under existing law and the adjustment of existing rents to their Dec. 31, 2006 level, plus allowable adjustments and increases from Jan. 1, 2007 through Dec. 31, 2009.

The full fiscal impact is anticipated in FY 2013, when the a full-year’s impact on building incomes is incorporated into DOF property assessments.  The estimated revenue shortfall in FY 2013, compared to the current projection of Real Property Tax revenues by the Mayor’s Office of Management and Budget, is $40.6 million. The cost breaks down as follows: the retro-active re-regulation of an estimated 71,000 units that were previously de-controlled upon vacancy would result in lost property tax revenues of $19.0 million; while continued regulation of units that would have been eligible for decontrol under existing law would result in an estimated $21.6 million in foregone property tax revenues.  The revenue impact will continue to grow in subsequent years as more units previously subject to vacancy decontrol remain under rent regulation, and the cumulative difference between regulated and unregulated rents for retroactively re-controlled units widens.

  

	Impact on Expenditures: Currently, the State’s Division of Housing and Community Renewal (DHCR) administers the rent regulation program for New York City.  However, beginning in State Fiscal Year 2000-01, the City has been required to pay for the total costs of administering the City’s program.  Current costs are approximately $40 million a year.  Some of the cost is offset by rent stabilization fees, which are capped at $10 per rent-regulated unit, and raise $7.5 million a year, leaving the City responsible for the remaining costs of approximately $32.5 million. Should the Legislature pass the law in question, DHCR could incur further administration costs by maintaining more rent regulated and rent stabilized housing units within its administration, although some of the costs will be offset by the fees it collects. 

	

	SourceS of Information:
New York City Council Finance Division

                                                    New York City Office of Management and Budget 

New York City Rent Guidelines Board

United States Bureau of the Census, New York City Housing and Vacancy Survey, 2008

	Estimate Prepared By:        Nadine Felton, Assistant Director
                                                    Ksenia Koban, Legislative Financial Analyst 

                                                    Scott Crowley, Deputy Director 

                                                    New York City Council Finance Division

	FIS History:  SLR_ (S.2237-A/A.2005) will be considered before the Committee on State and Federal Legislation on April 2nd, 2009. It will be introduced before the full Council on April 2nd, 2009. 


	Date Submitted to Council: March 11th, 2009.
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