MARCH 2024

RATT
ENTER

IN3WdO13A3a
ALINNININOD
ek

POLICY BRIEF

prattcenter.net

Attack on
Affordability

Landlord lobby’s vacancy reset bill would gut
rent stabilization and threaten affordability for
more than half of rent-stabilized apartments

A proposed New York State law would

imperil more than half a million rent-stabilized
apartments currently home to 1.3 million
long-term tenants. S6352/A6772 would

allow landlords to raise rents to market rates
upon vacancy of households who lived in the
apartment for 10 years or more. Rent increases
in these homes would be determined not by
the Rent Guidelines Board (RGB), like all other
rent-stabilized apartments, but by federal
guidelines for local Fair Market Rents. Rents
could easily double. Despite its stated purpose
to “preserve and restore” rent-stabilized
housing, the bill contains little to ensure that
apartments subject to these dramatic rent
hikes are in need of or will receive substantial
rehabilitation. Allowing such significant rent
increases would impose massive displacement
pressures on already vulnerable rent-stabilized
tenants and diminish New York City’s already
paltry affordable housing stock.

This brief examines the potential rent increases
that would be authorized by this legislation and
its impact on the affordable housing stock, the
tenants who live in affected apartments, and
why this legislation would not preserve but
rather undermine rent-stabilized housing.

1. This legislation would enable significant
new rent increases on scarce affordable
rent-stabilized apartments.

The proposed legislation would allow landlords
to increase rents to HUD’s local Fair Market
Rents (FMR) once a tenant who has lived in

a stabilized apartment for ten or more years
vacates that unit.! This would enable increas-
es significantly greater than those typically
authorized by the local RGB under current law,
resulting in rents unaffordable to the average
New York City renter.

The median rent for rent-stabilized apart-
ments is $1,510 for all rent-stabilized units,
and $1,295 for those occupied by the same
household since 2014.2 Fair Market Rents for
2024 are significantly higher. For studio or
one-bedroom apartments, for example, the
FMR is $2,451 —nearly double the median rent
of $1,261 among rent-stabilized apartments
occupied by the same tenant since 2014. For
three-bedroom apartments, the FMR is $3,434,
77% ($1,815) higher than the median rent for a
long-occupied rent-stabilized apartment. These
increases are significantly larger than those
typically allowed on rent-regulated housing.

Rent-Stabilized Apartments with Pre-2014 Tenants

Median Rent Median Rent, Fair Market Rent Potential Rent

in 2020 adjusted for RGB (2024) increase under

increases in 2024 S6352/A6772
Studio/one bedroom $1,168 $1,261 $2,451 +$1,190
Two bedrooms $1,215 $1,312 $2,752 +$1,440
Three bedrooms $1,500 $1,619 $3,434 +$1,815
Four+ bedrooms $1,800 $1,943 $3,700 +$1,757

Source: Community Service Society of New York’s analysis of 2021 NYC Housing and Vacancy Survey data
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The Rent Guidelines Board (RGB) approved
annual rent increases of 2.75%-3.2% in 2023
and 3.25%-5% the previous year; in the past
twenty years, RGB rent increases have been
as low as 0% on one-year leases and as high
as 8.5% on two-year leases.

Proposed allowable rent increases would
create a strong financial incentive for
displacement of long-time tenants. By
enabling significant rent increases upon
vacancy of a long-occupied apartment,

the proposed legislation would exacerbate
displacement pressures on existing tenants.
Rent-stabilization policy prior to the Housing
Stability and Protection Act of 2019 (HSPTA)
provides useful precedent. Prior to HSTPA
reforms, the law provided a number of
mechanisms for landlords to raise rents
above RGB increases and even deregulate
apartments, including: vacancy bonuses of
20% every time an apartment turned over,
increases for capital improvements to the
apartment or building, preferential rents,

and high-rent and high-income thresholds

at which an apartment could be removed
from rent-stabilization. Tenant organizers,
reporters, and policy researchers documented
widespread landlord harassment (from
neglect and construction harassment to illegal
buyout offers), improper rent increases and
capital improvement claims, and evictions

in rent-stabilized housing citywide.® The
displacement pressures and loss of affordable
housing correlated with these vacancy
incentives led to advocacy for and passage of
stronger rent regulations under HSPTA.* The
rent increases that would be allowable under
S6352/A6772 would be even larger, posing
threats to rent-stabilized tenants not seen
since 1971, when a similar loophole created
chaos in the rental market.®

Fair Market Rents are not affordable® to the
typical New York City renter. For example,
the minimum household income required to
afford a studio or 1-bedroom apartment at the
FMR of $2,451 without being rent-burdened
is $98,040. For a 3-bedroom apartment, a
household must earn at least $137,360 to
afford the FMR of $3,434. Yet the median
household income of New York City renters

in 2023 was $70,000, and $60,000 among
rent-stabilized tenants. The majority (70%) of
rent-stabilized households earned less than
$100,000, and 43% earned less than $50,000.

The proposed legislation threatens the
affordability of lower-rent apartments amidst
historic scarcity. The apartments that would
be subject to the proposed legislation, which
have an estimated median rent of $1,295, are
among the last remaining deeply affordable
housing in the city. The 2023 New York City
Housing and Vacancy Survey (HVS) shows
that the city has already lost a tremendous
amount of our most affordable apartments,
and the vacancy rate for the remaining
low-cost housing is vanishingly small.
Between 1993 and 2023, New York City lost
more than 600,000 homes that rented for
less than $1,500 (accounting for inflation)—
those considered affordable to a household
earning $60,000. In 2023, the vacancy rate
for apartments renting at the bottom quartile
(apartments asking less than $1,100) was
just 0.39 percent, while the vacancy rate for
the next highest quartile (apartments asking
between $1,100 and $1,649) was barely higher
at 0.91 percent.

The 2023 HVS also shows that when apart-
ments do become vacant, they are more likely
to be occupied by high-income residents than
low-income New Yorkers. In 2021, 56% of
those that moved into homes that were vacant
and 44% of those that moved into units that
were occupied made more than $100,000. If
this law were to pass, it would likely accelerate
this trend.

Most rent-stabilized households have
lived in their apartments for 10+ years

436,532

@ Moved in 2014 or earlier
Moved in after 2014
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2. This bill would threaten the long-term
affordability of the majority of today’s rent-
stabilized apartments, home to 1.3 million
tenants, many of whom are in vulnerable
populations.

The majority of the city’s rent-stabilized
housing stock could be subject to significant
rent increases upon vacancy of current tenants
under the proposed legislation. Of all rent-
stabilized households, 55 percent (523,471

in total, representing 1,298,004 tenants) have
lived in their homes since 2014 or longer.”

This current population of 1.3 million includes
many tenants who are vulnerable because of
their age or their health. Nearly one in five (18
percent) long-term rent-stabilized households
has children. Nearly a third (31 percent)
include at least one person with a disability,
and one in ten has a person with a memory
disorder like Alzheimer’s. These populations
face barriers in the housing and labor markets,
and are especially vulnerable to the social and
economic impacts of displacement.

Tenants who moved in 10+ years ago
include households with vulnerabilities

18%
(92,411)

31%
(162,176)
include
one or more
person
with disabilities

10%
(51,921)
include
someone
with a memory
disorder

include
children
under 18

People of color and older adults living in
rent-stabilized apartments are likely to have
moved in at least ten years ago. Among all
seniors living in rent-stabilized apartments,
for instance, more than four out of five (82
percent) have lived in their homes since 2014
or longer. Nearly two-thirds of Black and
Hispanic rent-stabilized tenants (61 percent)
and half of Asian rent-stabilized tenants

have lived in their apartments for 10 or more
years. By targeting apartments with long-time
tenants, the proposed legislation would
disproportionately apply to the rent-stabilized
population’s people of color and seniors.

Of those who have lived in their homes since
at least 2014, the plurality (46 percent) were
born in New York City. Another 25 percent
were born in Latin America or The Caribbean,
11 percent are from elsewhere in the United
States, and the remainder are from elsewhere
in the world.

Long-term tenants represent more than half
of rent-stabilized households, located in every
Community District in New York City.®

In addition to long-time rent-stabilized tenants,
this legislation would also hurt prospective
low-income tenants by increasing formerly
lower-rent apartments to unaffordable rates.

Most people of color and seniors living
in rent stabilized units are long-term
tenants

Seniors 82%

Black 61%
Hispanic 61%

Asian 50%

White 46%

@ Moved in 2014 or earlier
Moved in after 2014

3. Proposed rent hikes will not “restore”
rent-stabilized housing.

This legislation is not needed for the “resto-
ration” or maintenance of rent-stabilized
apartments, and would instead threaten this
affordable housing. S6352/A6772 responds
to claims from real estate lobby groups, such
as the Community Housing Improvement
Program (CHIP)® and the Real Estate Board of
New York (REBNY), that a significant number
of rent-stabilized apartments are being held
off-market because legal rents would not cover
the costs of necessary renovations, and that
as such, long-occupied apartments should be
brought up to market rents upon turnover.
Yet the latest Housing and Vacancy Survey
shows a reduction in vacancies and unavail-
able apartments, undermining claims that this
is a widespread problem. For truly distressed
rent-stabilized housing, other resources are
available to support their presevation. Further,
the legislation does not require that apart-
ments be rehabilitated, and history indicates
that many landlords would not reinvest rent
increases into the building.
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There are fewer vacant apartments and
fewer units being held off the market than
before the pandemic and before the 2019
Housing Stability and Tenant Protection

Act. Overall vacancy rates for rent stabilized
apartments plunged from 4.57 percent in 2021
to just 0.98 percent in 2023, suggesting both
that landlords are currently collecting rent on
more rent stabilized apartments than they were
a couple years ago, and that there are fewer
and fewer available rent-stabilized options at
any price point. The number of units classified
as “vacant, unavailable” has also fallen
significantly.

Units are classified as “vacant, unavailable”

in the HVS whether a new tenant is moving in
next week or the apartment has been dilapi-
dated and off the market for years. There was
a 35 percent decrease in “vacant, unavailable
units” between 2021 and 2023, from 353,400
to 230,200 units.’ At the same time, the total
number of housing units in NYC increased by
9 percent, to 3.43 million. The 2023 number of
“vacant, unavailable units” is lower than it was
in 2017 (247,977), before the 2019 Housing
Stability and Tenant Protection Act (HSTPA).

In 2023, 26,310 “vacant, unavailable” were
rent-stabilized, down from 42,860 in 2021 —a
39 percent decline.'® These trends challenge
landlord groups’ claims that HSTPA reforms
like the end of vacancy bonuses are forcing
more apartments offline.

A significant share of vacant and unavailable
apartments—30%, or over 52,000 units, per
the 2023 HVS —were undergoing renovations,
suggesting that investment in the housing
stock is ongoing.

With new laws now in place to curb
“Frankensteining” —or the practice of
combining rent stabilized apartments in order
to reset rents to market-rates—the number of
rent-stabilized apartments held off the market
is likely to continue falling.

Public resources are available to preserve
apartments in distressed buildings. While

the HVS shows that vacancies have declined
and more rent-stabilized apartments are being
rented out citywide, some rent-stabilized
landlords may face obstacles bringing vacant
and poorly maintained apartments back into
use. Viable options are available to bring these
apartments up to habitability standards and
preserve affordability.

Unlocking Doors, an Adams administration
program launched in 2023 to offer capital
grants to landlords of low-rent, vacant rent
stabilized apartments in need of repairs. The

program would provide up to $25,000 for
capital improvements. In exchange, the
landlord would have to rent the improved
apartment to a CityFHEPS voucher holder
at the legal regulated rent. In exchange for
accepting a vouchered tenant, the landlord
could receive an additional rent bonus of
$4,500, and can legally raise the rent in
order to recoup up to $15,000 in Individual
Apartment Increases over 30 years. All in all,
then, this program is worth $44,500 per unit,
plus city-guaranteed rent going forward.

The State could also provide funding and
enact legislation like the Tenant Opportunity
to Purchase Act (S221/A3353) to enable
tenants and nonprofit organizations to acquire
rent-stabilized housing from distressed
landlords and maintain it as permanently
affordable housing under Community Land
Trusts or other models. At the City level, the
Community Opportunity to Purchase Act (Int
1977) would provide similar opportunities.
The City could also revive Neighborhood
Pillars, a de Blasio-era program that would
provide financing to qualified non-profit
housing providers to purchase distressed
rent stabilized apartments and run them as
permanently affordable housing.

Legislation does not require that apartments
be rehabilitated, and history indicates

that many landlords would not reinvest
rent increases into the building. The
legislation would not require landlords to
prove that apartments need substantial
rehabilitation or that they are in financial
distress. The documentation required to
demonstrate improvements is insufficient,
and the State does not have adequate
resources for enforcement (as demonstrated
by challenges with regulating Individual
Apartment Improvements and Major Capital
Improvements claims). While landlord lobby
groups claim that stronger rent regulations
have created hardships for landlords,

data show that Net Operating Income has
increased in rent-stabilized housing by nearly
50% over the past three decades.™ As the
Community Service Society has found, many
landlords overleveraged their rent stabilized
portfolios in the lead up to, and immediately
after, the mortgage crisis in 2008. Further,

it is widespread practice for rent-stabilized
landlords to leverage rising property values
and net operating income to take on new
debt, not to reinvest in their buildings but to
pull out equity.
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Conclusion By allowing rents to be increased to Fair
Market Rent after long-term tenancies, S6352/
A6672 would both create strong financial
incentives to displace current vulnerable
tenants and remove affordable housing from
the market for future tenants. If the legislature
and the governor turn S6352/A6772 into law,
they will be signing off on the loss of some of
the last remaining deeply affordable housing

in the city. Policymakers should prioritize

Risky speculation and bad financial
practices, not strong renter protections,

are what is driving the distress of some
properties. Providing a legal mechanism for
rent-stabilized rents to skyrocket to market
rates would increase landlords’ revenues
with no guarantee and little likelihood

of improved conditions for tenants, and
certainly not for current low-income tenants.
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