NEW YORK CITY RENT GUIDELINES BOARD

2024 Apartment & Loft Order #56

June 17, 2024

Order Number 56 - Apartments and Lofts, rent levels for leases commencing
October 1, 2024 through September 30, 2025.

NOTICE IS HEREBY GIVEN PURSUANT TO THE AUTHORITY VESTED IN THE
NEW YORK CITY RENT GUIDELINES BOARD BY THE RENT STABILIZATION LAW
OF 1969, as amended, and the Emergency Tenant Protection Act of 1974, as amended
and implemented by Resolution No. 276 of 1974 of the New York City Council, and in
accordance with the requirements of Section 1043 of the New York City Charter, that
the Rent Guidelines Board (RGB) hereby adopts the following levels of fair rent
increases over lawful rents charged and paid on September 30, 2024. These rent
adjustments will apply to rent stabilized apartments with leases commencing on or after
October 1, 2024 and through September 30, 2025. Rent guidelines for loft units
subject to Section 286 subdivision 7 of the Multiple Dwelling Law are also included in
this order.

ADJUSTMENT FOR LEASES (APARTMENTS)

Together with such further adjustments as may be authorized by law, the annual
adjustment for leases for apartments shall be:

For a one-year lease commencing on or after October 1, 2024 and on or before
September 30, 2025: 2.75%

For a two-year lease commencing on or after October 1, 2024 and on or before
September 30, 2025: 5.25%

These adjustments shall also apply to dwelling units in a structure subject to the partial
tax exemption program under Section 421-a of the Real Property Tax Law, orin a
structure subject to Section 423 of the Real Property Tax Law as a Redevelopment
Project.

ADJUSTMENTS FOR LOFTS (UNITS IN THE CATEGORY OF BUILDINGS COVERED
BY ARTICLE 7-C OF THE MULTIPLE DWELLING LAW)

The Rent Guidelines Board adopts the following levels of rent increase above the "base
rent," as defined in Section 286, subdivision 4, of the Multiple Dwelling Law, for units to
which these guidelines are applicable in accordance with Article 7-C of the Multiple
Dwelling Law:



For one-year increase periods commencing on or after October 1, 2024 and on
or before September 30, 2025: 2.75%

For two-year increase periods commencing on or after October 1, 2024 and on
or before September 30, 2025: 5.25%

FRACTIONAL TERMS

For the purposes of these guidelines any lease or tenancy for a period up to and
including one year shall be deemed a one-year lease or tenancy, and any lease or
tenancy for a period of over one year and up to and including two years shall be
deemed a two-year lease or tenancy.

ESCALATOR CLAUSES

Where a lease for a dwelling unit in effect on May 31,1968 or where a lease in effect on
June 30, 1974 for a dwelling unit which became subject to the Rent Stabilization Law of
1969, by virtue of the Emergency Tenant Protection Act of 1974 and Resolution Number
276 of the New York City Council, contained an escalator clause for the increased costs
of operation and such clause is still in effect, the lawful rent on September 30, 2024
over which the fair rent under this Order is computed shall include the increased rental,
if any, due under such clause except those charges which accrued within one year of
the commencement of the renewal lease. Moreover, where a lease contained an
escalator clause that the owner may validly renew under the Code, unless the owner
elects or has elected in writing to delete such clause, effective no later than October 1,
2024 from the existing lease and all subsequent leases for such dwelling unit, the
increased rental, if any, due under such escalator clause shall be offset against the
amount of increase authorized under this Order.

SPECIAL ADJUSTMENTS UNDER PRIOR ORDERS

All rent adjustments lawfully implemented and maintained under previous apartment
orders and included in the base rent in effect on September 30, 2024 shall continue to
be included in the base rent for the purpose of computing subsequent rents adjusted
pursuant to this Order.

SPECIAL GUIDELINE

Under Section 26-513(b)(1) of the New York City Administrative Code, and Section 9(e)
of the Emergency Tenant Protection Act of 1974, the Rent Guidelines Board is obligated
to promulgate special guidelines to aid the State Division of Housing and Community
Renewal in its determination of initial legal regulated rents for housing accommodations
previously subject to the City Rent and Rehabilitation Law which are the subject of a
tenant application for adjustment. The Rent Guidelines Board hereby adopts the
following Special Guidelines:



For dwelling units subject to the Rent and Rehabilitation Law on September 30, 2024,
which become vacant after September 30, 2024, the special guideline shall be 49%
above the maximum base rent.

DECONTROLLED UNITS

The permissible increase for decontrolled units as referenced in Order 3a, which
become decontrolled after September 30, 2024, shall be 49% above the maximum
base rent.

CREDITS

Rentals charged and paid in excess of the levels of rent increase established by this
Order shall be fully credited against the next month's rent.

STATEMENT OF BASIS AND PURPOSE

The Rent Guidelines Board is authorized to promulgate rent guidelines governing
apartment units subject to the Rent Stabilization Law of 1969, as amended, and the
Emergency Tenant Protection Act of 1974, as amended. The purpose of these
guidelines is to implement the public policy set forth in Findings and Declaration of
Emergency of the Rent Stabilization Law of 1969 (§26-501 of the N.Y.C. Administrative
Code) and in the Legislative Finding contained in the Emergency Tenant Protection Act
of 1974 (L.1974 c. 576, §4 [§2]).

The Rent Guidelines Board is also authorized to promulgate rent guidelines for loft units
subject to Section 286 subdivision 7 of the Multiple Dwelling Law. The purpose of the
loft guidelines is to implement the public policy set forth in the Legislative Findings of
Article 7-C of the Multiple Dwelling Law (Section 280).

Dated: June 17, 2024

Nestor Davidson, Chair
New York City Rent Guidelines Board



EXPLANATORY STATEMENT - APARTMENT ORDER #56

Explanatory Statement and Findings of the Rent Guidelines Board
in Relation to 2024-25 Lease Increase Allowances for Apartments and Lofts
under the Jurisdiction of the Rent Stabilization Law’

Summary of Order No. 56

The Rent Guidelines Board (RGB) by Order No. 56 has set the following maximum rent
increases for leases effective on or after October 1, 2024 and on or before September 30, 2025
for apartments under its jurisdiction:

For a one-year lease commencing on or after October 1, 2024 and on or before
September 30, 2025: 2.75%

For a two-year lease commencing on or after October 1, 2024 and on or before
September 30, 2025: 5.25%

Adjustments for Lofts

For Loft units to which these guidelines are applicable in accordance with Article 7-C of the
Multiple Dwelling Law, the Board established the following maximum rent increases for
increase periods commencing on or after October 1, 2024 and on or before September 30,
2025.

For one-year increase periods commencing on or after October 1, 2024 and on or before
September 30, 2025: 2.75%

For two-year increase periods commencing on or after October 1, 2024 and on or before
September 30, 2025: 5.25%

These guidelines apply to all leases and increase periods. Therefore, consistent with guidance
from New York State Homes and Community Renewal (HCR), the guidelines apply to vacant
apartment and loft units that become occupied during the term of the Order, as well as to
renewal leases or periods. No more than one guideline adjustment may be added during the
guideline year governed by Order No. 56.

The guidelines do not apply to hotel, rooming house, and single room occupancy units that are
covered by separate Hotel Orders.

Special Guideline
Leases for units subject to rent control on September 30, 2024 that subsequently become

vacant and then enter the stabilization system are not subject to the above adjustments. Such
newly stabilized rents are subject to review by HCR. In order to aid HCR in this review, the

! This Explanatory Statement explains the actions taken by the Board members on individual points and reflects the general views of those voting
in the majority. It is not meant to summarize all the viewpoints expressed.
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Rent Guidelines Board has set a special guideline of 49% above the maximum base rent.

All rent adjustments lawfully implemented and maintained under previous apartment Orders
and included in the base rent in effect on September 30, 2024 shall continue to be included in
the base rent for the purpose of computing subsequent rents adjusted pursuant to this Order.

Background of Order No. 56

The Rent Guidelines Board is mandated by the Rent Stabilization Law of 1969 (Section 26-
510(b) of the NYC Administrative Code) to establish annual guidelines for rent adjustments for
housing accommodations subject to that law and to the Emergency Tenant Protection Act of
1974. In order to establish guidelines, the Board must consider, among other things:

1. the economic condition of the residential real estate industry in the affected area
including such factors as the prevailing and projected (i) real estate taxes and sewer
and water rates, (ii) gross operating and maintenance costs (including insurance rates,
governmental fees, cost of fuel and labor costs), (iii) costs and availability of financing
(including effective rates of interest), (iv) overall supply of housing accommodations and
overall vacancy rates;

2. relevant data from the current and projected cost of living indices for the affected area; and
3. such other data as may be made available to it.

The Board gathered information on the above topics by means of public meetings and
hearings, written submissions by the public, and written reports and memoranda prepared by
the Board's staff. The Board calculates rent increase allowances on the basis of cost increases
experienced in the past year, its forecasts of cost increases over the next year, its
determination of the relevant operating and maintenance cost-to-rent ratio, and other relevant
information concerning the state of the residential real estate industry.

Material Considered by the Board

Order No. 56 was issued following seven public meetings, four public hearings, the Board’s
review of written, oral, and video submissions provided by the public, and a review of research
and memoranda prepared by the Board's staff. Approximately 175 written, oral, and video
submissions were received by the Board from many individuals and organizations including
public officials, tenants and tenant groups, and owners and owner groups. The Board
members were provided with copies of public comments received by the June 11, 2024
deadline. All of the above listed documents were available for public inspection.

Open meetings of the Board were held following public notice on March 28, April 11, April 18,
April 25, and May 23, 2024. On April 30, 2024, the Board adopted proposed rent guidelines for
apartments, lofts, and hotels.

Public hearings were held on May 30, June 3, June 5 and June 11, 2024. Public hearings
were held pursuant to Section 1043 of the New York City Charter and Section 26-510(h) of the
New York City Administrative Code. Testimony on the proposed rent adjustments for rent-



stabilized apartments and lofts was heard on May 30 from 5:15 p.m. to 8:00 p.m., June 3 from
5:30 p.m. to 9:45 p.m., June 5 from 5:20 p.m. to 9:45 p.m., and June 11 from 5:20 p.m. to 8:35
p.m. Testimony from members of the public speaking at these hearings was added to the
public record. The Board heard testimony from approximately 176 apartment tenants and
tenant representatives, 12 apartment owners and owner representatives, and 14 public
officials. In addition, one speaker read into the record written testimony from a public official.

On June 17, 2024 the guidelines set forth in Order No. 56 were adopted.

A written transcription and/or audio recording and/or video recording was made of all
proceedings.

Presentations by RGB Staff and Housing Experts Invited by Members of the Board

Each year the staff of the New York City Rent Guidelines Board is asked to prepare numerous
reports containing various facts and figures relating to conditions within the residential real
estate industry. The Board's analysis is supplemented by testimony from owner and tenant
representatives, housing experts and by various articles and reports gathered from
professional publications.

Listed below are invited speakers and the dates of the public meetings at which their testimony
was presented:

Meeting Date / Name Affiliation

March 28, 2024: Staff presentation
2024 Income and Expense Study

NYC Department of Housing Preservation and Development

(HPD)
1. Lucy Joffe Assistant Commissioner
2. Elyzabeth Gaumer Chief Research Officer
April 11, 2024 Staff presentation

2024 Income and Affordability Study

Community Preservation Corporation (CDC)
1. Robert Riggs Senior Vice President/Reginal Director

April 18, 2024 Staff presentations
2024 Price Index of Operating Costs
2024 Mortgage Survey Report

NYS Homes and Community Renewal (HCR)
1. Woody Pascal Deputy Commissioner




April 25, 2024:

OOk, WN =

NOoO O R WN =

. Joseph Condon
. Kelly Farrell

. Ann Korchak

. Sharon Redhead
. Reggie Thomas
. Shaun Riney

. Lucy Block

. Jacob Udell

. Oksana Mironova
. Larry Wood

. Tim Collins

. Leah Goodridge

. Delsenia Glover

May 23, 2024:

Owner group testimony:

Community Housing Improvement Program (CHIP)
Rent Stabilization Association (RSA)

Small Property Owners of New York (SPONY)
Small Property Owners of New York (SPONY)

Real Estate Board of New York (REBNY)
Commercial Broker and Owner

Tenant group testimony:

Association for Neighborhood and Housing Development (ANHD)
University Neighborhood Housing Program (UNHP)

Community Service Society of New York (CSSNY)

Goddard Riverside Law Project

Collins, Dobkin & Miller LLP

Mobilization for Justice (MFJ)

Lenox Terrace Association of Concerned Tenants

Staff presentations

2024 Housing Supply Report

Changes to the Rent Stabilized Housing Stock in New York City
in 2023

2024 Hotel Report

Selected Excerpts from Oral and Written Testimony from Tenants and Tenant Groups?

Comments from tenants and tenant groups included:

“Landlords’ Net Operating Incomes (NOI) are up 10.4 percent over the previous year. This
increase is historic: the 4th highest jump in the past 32 years. The last time the RGB was
presented with comparable NOI growth was the 2017 RGB cycle, when the board approved a
rent increase that was less than half of last year’s adjustment. Over the long term—the last 32
years—landlords’ inflation-adjusted NOI went up 48.4 percent citywide, with the highest gains
outside of Manhattan. Over this time period, Brooklyn’s NOI increased 153 percent... Given the
rapid recovery and monumental NOI increases over the long term, paired with difficult
conditions faced by low-income tenants, we recommend a rent rollback or a rent freeze.”

“The 2023 Housing and Vacancy Survey paints a grim picture for New York City tenants
overall: 18% of households making less than $50,000 per year and 13% of all households
missed their rent payment at least once in the previous year. 86% of households making under
$25,000 per year and 45% of households making between $25,000 and $50,000 per year are
severely rent-burdened, paying over half of their income toward rent. As a group, rent
stabilized tenants have significantly more difficulty affording their current rent than tenants of
market-rate housing: The median household income of rent stabilized tenants in 2023 was
34% lower than that of market-rate tenants: $60,000 versus $90,800. Rent stabilized tenants

2 Sources: Submissions by tenant groups and testimony by tenants.



are 50% more likely than market-rate tenants to be food insecure and twice as likely to be very
food insecure.”

“From 1990 until 2008, the Board authorized rent increases (inclusive of vacancy allowances)
that largely covered operating cost increases and protected landlord net operating income
from the effects of inflation. Had the Board authorized increases totaling 12% between 2009
and 2013, the result would have been the same. Instead, the Board authorized a total of 27%
in hikes (inclusive of vacancy increases) which effectively bumped rents more than 15% above
what was warranted — triggering the highest rent burdens in the modern history of the City.
Though the excess rents were mitigated somewhat by successive Boards appointed during the
de Blasio administration and the first year of the Adams administration, they still remain well
above what a normal competitive market might produce — something absent from New York
City for well over a century... The immediate effect — driven by excessive rent guidelines and
sixteen years of vacancy deregulation — caused owner net operating incomes to increase by
48.4% since 1990, after adjusting for inflation.”

“Landlords do not need, nor deserve a rent increase this year. If they are hurting, they can
claim hardship, and | would be curious to know how many have done or will do so this year... |
am sure that you are aware, the number of homeless people in New York City has reached
more than 100,000, and surpassed anyone’s description of a housing crisis. This will only get
worse with an undeserved increase in rent for landlords this year, particularly among seniors
and families.”

“Even a modest rent increase would exacerbate hardships experienced by renters in rent-
stabilized units, many of whom are already struggling to make ends meet in the midst of an
affordability crisis. In 2022, after several years of declining poverty rates, New York City saw its
largest year-over-year increase in poverty in more than a decade when key pandemic-era
policies that strengthened the social safety net expired...Taken together, the findings
presented here demonstrate that renters in rent-stabilized units experience high levels of
poverty and consistently struggle to afford basic needs. These disadvantages are especially
pronounced for low-income renters, many of whom face elevated rates of material hardship
and spend a majority of their cash income on rent. And the expiration of pandemic-era social
safety net policies has only served to exacerbate hardship amidst rapidly rising costs of living.
Overall, the data suggest that even a modest rent increase would place painful burdens on a
population of renters that is already struggling to make ends meet.”

Selected Excerpts from Oral and Written Testimony from Owners and Owner Groups®
Comments from owners and owner groups included:

“The RGB’s duty is an extension of the intent of the RSL, which is unequivocally stated in the
law to “...prevent speculative, unwarranted, and abnormal increases in rents....” When this
board reports an 8.5 % commensurate adjustment for a one year lease and a 16%
commensurate adjustment for a two year lease, how can an equivalent rent increase be
speculative, unwarranted, or abnormal? Especially in light of the fact that the NOI for highly
stabilized buildings has been declining annually since 2019. While CHIP and its membership
are deeply concerned with the issue of housing affordability, we don’t believe this is the proper

3 Sources: Submissions by owner groups and testimony by owners



forum for that policy discussion. Rent stabilization was never intended to be a housing
affordability program, it was intended to prevent speculation and profiteering. The
commensurate adjustments calculated by the RGB ensure the intent of the statute is realized
by setting forth adjustments that are necessary to keep building revenue in proportion with
operating expenses.”

“As a small property owner, | write to express the urgent need for rent increases to cover the
rapidly escalating costs we face. The current economic landscape has placed immense
financial strain on us, making it increasingly difficult to maintain our properties while meeting
our financial obligations...Therefore, | urge the Rent Guidelines Board to consider the plight of
small property owners and implement a reasonable 20% rent increase that aligns with the
escalating costs of property ownership. Such adjustments are essential to ensure the viability
of small property owners, preserve the integrity of rental housing, and uphold the well- being of
both landlords and tenants alike.”

“The Rent Guidelines Board must permit a significant increase in rent in New York City to
address the critical issues landlords face. Many landlords are struggling under the burden of
maintaining aging buildings while contending with low rent, minimal rent increases, and
exorbitant taxes, water bills, and repair costs. This financial strain is becoming unbearable.
The current system heavily favors tenants, often at the expense of landlords who depend on
rental income for their livelihood. Landlords are not a social service or nonprofit organization;
they provide a crucial service that needs to be economically sustainable. Without fair rent
increases, landlords cannot afford necessary repairs and maintenance, which ultimately affects
the quality of housing tenants receive. A fair and balanced approach is necessary—one that
considers the financial realities of both tenants and landlords.”

“The Rent Guidelines Board must permit a significant increase in rent in New York City to
address the critical issues landlords face. Many landlords are struggling under the burden of
maintaining aging buildings while contending with low rent, minimal rent increases, and
exorbitant taxes, water bills, and repair costs. This financial strain is becoming unbearable.
The current system heavily favors tenants, often at the expense of landlords who depend on
rental income for their livelihood. Landlords are not a social service or nonprofit organization;
they provide a crucial service that needs to be economically sustainable.”

“Albany, City Hall, and City Council should do more to fund affordable and equitable housing in
NYC. But they are not doing their part, and the job of the Rent Guidelines Board is to be a
safety net that ensures housing remains solvent in NYC - even if the politicians are not doing
their job to solve our crisis. RGB cannot force city or state governments to control costs or
introduce new hardship subsidies. The RGB cannot force insurance companies or utility
providers to reduce costs. RGB cannot force DOF to more appropriately assess property
values. The only thing you, the Rent Guidelines Board, can do is raise rents to sustainable
levels. Please do your job and make sure we are funded to maintain the quality of housing NYC
deserves. You are the last line between housing providers and bankruptcy.”

Selected Excerpts from Oral and Written Testimony from Public Officials*

Comments from public officials included:

4 Sources: Submissions by public officials.



“New York City is facing a housing affordability crisis, making it difficult for working families to
remain in our city and resulting in the departure of far too many low- and middle-income
families. It is our responsibility to ensure that New Yorkers of all backgrounds and socio-
economic statuses can raise their families, live safely, and age with dignity in our great city.
Tenants in rent-stabilized apartments cannot afford to absorb rent increases that will
undermine their housing security. For the stability of our communities, | implore you to consider
the precarious conditions facing many of the City’s nearly one million rent-stabilized tenants
and avoid rent increases at a scale that will negatively impact New Yorkers and our
neighborhoods.”

“The potential 2 to 4.5 percent hike in rents for one-year leases and 4 to 6.5 percent increase in
two- year leases would be devastating for many of our working- and middle-class residents
during an unprecedented housing crisis. After 3.25 percent and 3 percent increases for a one-
year lease over the past two years, adding another large increase would put thousands of rent-
burdened households at-risk of eviction and displacement. | urge the Rent Guidelines Board to
protect vulnerable New Yorkers by rejecting these proposed rent increases. Increasing rent by
these levels would force many Bronx tenants out of their homes. As we continue to pursue an
all-of-the-above strategy to tackle the housing crisis and reduce housing costs, we cannot
push rents higher for rent-stabilized tenants. At this critical time, we cannot and should not
support any rent increase that will punish our tenants and have lasting consequences for our
city.”

“Many of my constituents and New Yorkers across this City are facing an unforgiving
affordability crisis. Evictions have nearly tripled in 2023 as compared to 2022, and nearly 80%
of New Yorkers making under $40,000 a year are rent burdened, or paying more than 30% of
their income. Absent rent stabilized housing, affordable housing options are slim with HPD’s
latest Housing and Vacancy Survey reporting a 1.4% vacancy rate for apartments citywide and
apartments that went for less than $1,100 at a vacancy rate of .39%...We know that our City is
worse off when we cannot offer stable housing to New Yorkers with a range of incomes. | am
proud to stand in solidarity with tenants and advocates across this City in demanding a rent
rollback.”

“Tenants are feeling the squeeze of a decades-long affordability crisis, which has been
accelerated by restrictive zoning laws and inadequate tools that have made it harder and
harder to build housing. Our team is taking a close look at the preliminary ranges voted on by
the Rent Guidelines Board this evening and while the Board has the challenging task of striking
a balance between protecting tenants from infeasible rent increases and ensuring property
owners can maintain their buildings as costs continue to rise, | must be clear that a 6.5 percent
increase goes far beyond what is reasonable to ask tenants to take on at this time. | know well
that small property owners also face growing challenges, and | encourage them to work with
the city to utilize our many preservation tools so that, together, we can work to stabilize
buildings and neighborhoods, all while keeping tenants in their homes.”

“Over the last three decades, the city’s affordable housing stock has shrunk, losing more than
half a million units offering rents under $1,500 per month, according to the latest Housing and
Vacancy Survey. This staggering figure makes clear that there is a dire need to preserve
existing affordable housing and expand upon the city’s present supply. This challenge presents
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itself at a moment when one in three New Yorkers is severely rent burdened, when rents are
rising seven times faster than wages, and when New York City is facing record-high
homelessness...This Board has a responsibility to our city, and a vote to increase rent—at all—
is an abdication of that responsibility. | urge you to vote for a 0% increase for both one- and
two-year leases.”

FINDINGS OF THE RENT GUIDELINES BOARD
Rent Guidelines Board Research

The Rent Guidelines Board based its determination on its consideration of the oral and written
testimony noted above, as well as upon its consideration of statistical information prepared by
the RGB staff set forth in these findings and the following reports:

1. 2024 Income and Expense Study, March 2024 (based on income and expense data
provided by the Finance Department, the Income and Expense Study measures rents,
operating costs and net operating income in rent stabilized buildings);

2. 2024 Mortgage Survey Report, April 2024 (an evaluation of recent underwriting
practices, financial availability and terms, lending criteria, building sales data);

3. 2024 Income and Affordability Study, April 2024 (including employment trends, housing
court actions, changes in eligibility requirements and public benefit levels in New York
City);

4. 2024 Price Index of Operating Costs, April 2024 (measuring the price change for a
market basket of goods and services which are used in the operation and maintenance
of stabilized hotels);

5. 2024 Housing Supply Report, May 2024 (including information new housing
construction measured by certificates of occupancy in new buildings and units
authorized by new building permits, tax abatement and exemption programs, and
cooperative and condominium conversion and construction activities in New York City);
and

6. Changes to the Rent Stabilized Housing Stock in NYC in 2023, May 2024 (quantifying
events that lead to additions to and subtractions from the rent stabilized housing stock).

The six reports listed above may be found in their entirety on the RGB’s website, nyc.gov/rgb,
and are also available at the RGB offices, One Centre St., Suite 2210, New York, NY 10007
upon request.

2024 Price Index of Operating Costs for Rent Stabilized Apartment Units
in New York City

This year, the PIOC for all rent stabilized apartments increased by 3.9%. Increases occurred in
six of the seven PIOC components. Taxes, which carry the highest weight in this year’s Index,
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increased by 3.2%. The largest proportional increase was seen in Insurance (21.7%). More,
moderate increases were seen in Administrative Costs (4.6%), Labor Costs (4.3%),
Maintenance (3.5%), and Utilities (1.3%). The Fuel component decreased by 7.1%. The growth
in the Consumer Price Index (CPI), which measures inflation in a wide range of consumer
goods and services, was lower than the PIOC, rising 3.3% during this same time period.’ See
the table below and Appendix 2 for changes in costs and prices for buildings that contain rent
stabilized apartments from 2023-2024.

The “Core” PIOC, which excludes changes in fuel oil, natural gas and steam costs used for
heating buildings, is useful for analyzing long- term inflationary trends. The Core PIOC rose by
4.9% this year and was higher than the overall PIOC due to the exclusion of costs in the Fuel
component, which declined by 7.1%. Apartments heated by gas increased by 3.8%, and those
heated by oil increased by 3.9%. The PIOC for Pre-1974 apartments rose by 3.6%, lower than
that for Post-1973 apartments, which increased by 5.3%. The PIOC for hotels increased by
3.3%, and the Loft PIOC increased by 8.6%.

Table 1

2023-24 Percentage Changes in Components of the Price Index of

Operating Costs for Rent Stabilized Apartment Houses in New York City®

Component Expenditure 2023-24 2023-24 Weighted
Weights Percentage Change Percentage Change
Taxes 29.39% 3.24% 0.95%
Labor Costs 12.67% 4.34% 0.55%
Fuel Oil 8.42% -7.12% -0.60%
Utilities 10.08% 1.28% 0.13%
Maintenance 18.72% 3.46% 0.65%
Administrative Costs 13.51% 4.56% 0.62%
Insurance Costs 7.21% 21.69% 1.56%
All ltems 100.00% - 3.86%

Source: 2024 Price Index of Operating Costs.

On April 23, 2024, the staff of the Rent Guidelines Board released a memo to Board
members with additional information concerning the 2024 Price Index of Operating
Costs. The memo follows:

[START OF MEMO]

This memo provides additional data requested at the April 18, 2024 presentation of the 2024
Price Index of Operating Costs for the historic weight of the Insurance component. It also
provides data separately requested by Board members for additional calculations of
commensurate rent adjustments.

5 The average CPI for All Urban Consumers, New York-Northeastern New Jersey for the year from March 2023 to February 2024 (323.6)
compared to the average for the year from March 2022 to February 2023 (313.2) rose by 3.3%. This is the latest available CPI data and is
roughly analogous to the ‘PIOC year.

¢ Totals may not add due to weighting and rounding.
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PIOC Weight of Insurance Component, 1996-2024

PIOC Insurance PIOC Insurance
Report Year Weight Report Year Weight
1996 6.63% 2011 7.28%
1997 6.57% 2012 6.84%
1998 6.54% 2013 6.82%
1999 6.43% 2014 6.90%
2000 6.65% 2015* 4.88%
2001 6.21% 2016 4.89%
2002 5.99% 2017 5.12%
2003 7.09% 2018 5.13%
2004 8.52% 2019 5.04%
2005 9.14% 2020 5.26%
2006 9.41% 2021 5.61%
2007 8.95% 2022 6.48%
2008 8.67% 2023 7.02%
2009 8.23% 2024 7.21%
2010 7.69%

*First year using RPIE weights. This year, and all subsequent years,
are based on the RPIE weight of the calendar year two years prior to
the PIOC year (e.g., the 2024 PIOC weight is based on the 2022
calendar year RPIE weight).

At the request of Board members, staff has calculated additional commensurate rent adjustments for
buildings containing rent stabilized units built prior to 1974. The table below presents commensurate
rent adjustments for all buildings built prior to 1974; by borough; and by the proportion of rent
stabilized units within the building. Note that there were not enough units in Staten Island to calculate
separate commensurate rent adjustments, and because we could not calculate projections based on
individual building types, the “traditional” commensurate is presented only for one-year leases.

To calculate these additional commensurate rent adjustments, staff computed new price relatives for
both the Tax and Insurance components that correspond with each of the requested building types.’
The adjusted overall PIOC relative was then used in conjunction with the unadjusted cost-to-income
ratios found for each of these types of buildings in the Real Property Income and Expense data for
2022 (as reported in the 2024 Income and Expense Study) to calculate new commensurate rent
adjustments.®

2024 Price Index of Operating Costs Commensurate Rent Adjustments by Building Type

7 Note that the weights of each item were unchanged from the overall Pre-1974 PIOC. Therefore, the adjusted PIOC relatives do not account
for possible differences in expense patterns in different building types or boroughs.

8 : ) .
All other components of the formulas were unchanged (i.e., the Consumer Price Index and the mix of lease terms).
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“Net Revenue” “CPI-Adjusted NOI” “Traditional”

Building Type One-Year Two-Year One-Year Two-Year One-Year
Lease Lease Lease Lease Lease
All Apartments!® 2.75% 4.75% 4.0% 7.0% 2.5%
All, Pre-74 2.75% 5.0% 3.75% 6.75% 2.6%
Bronx, Pre-74 3.75% 7.25% 4.5% 8.75% 3.7%
Brooklyn, Pre-74 3.0% 5.75% 4.0% 7.75% 2.9%
Manhattan, Pre-74 2.0% 4.0% 3.0% 6.0% 2.0%
Core Manhattan, Pre-74 2.0% 4.25% 3.25% 6.0% 2.1%
Upper Manhattan, Pre-74 2.0% 4.0% 3.0% 5.25% 2.0%
Queens, Pre-74 3.0% 5.5% 4.0% 7.5% 2.9%
50%+ Rent Stabilized, Pre-74 2.75% 5.5% 3.75% 7.25% 2.7%
80%+ Rent Stabilized, Pre-74 3.0% 5.75% 4.0% 7.5% 2.9%
100% Rent Stabilized, Pre-74 3.25% 6.0% 4.25% 7.75% 3.1%

For additional information about the calculation of commensurate rent adjustments, see pages 10-12 (and
Endnotes 6-10) of the 2024 Price Index of Operating Costs."

[END OF MEMO]

Local Law 63/Income & Expense Review

The sample size for the Income and Expense (I&E) Study is 15,110 properties containing
702,010 units. This is the 32" year that staff has been able to obtain longitudinal data in
addition to cross-sectional data. The RGB staff found the following average monthly (per unit)
operating and maintenance (O&M) costs in 2023 Real Property Income and Expense (RPIE)
statements for the year 2022:

Table 2

2022 Average Monthly Operating and Maintenance Costs Per Unit

Pre '74

Post '73

All Stabilized

Total

$1,137

$1,282

$1,164

Source: 2024 Income and Expense Study, from 2023 Real Property Income and Expense filings
for 2022, NYC Department of Finance.

In 1992, the NYC DOF and RGB staff tested RPIE expense data for accuracy. Initial
examinations found that most “miscellaneous” costs were administrative or maintenance
costs, while 15% were not valid business expenses. Further audits on the revenues and
expenses of 46 rent stabilized properties revealed that O&M costs stated in RPIE filings were
generally inflated by about 8%.

9

projection of costs for the following year, which cannot be calculated for the building types presented in this table.

% As originally reported in the 2024 Price Index of Operating Costs.
H https://rentguidelinesboard.cityofnewyork.us/wp-content/uploads/2024/04/2024-PIOC.pdf.

A two-year lease commensurate cannot be reported for the “traditional” commensurate rent adjustment because this formula relies on a
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Until two years ago, the annual I&E Study reported both unaudited O&M expenses, and well as
audited expenses (with O&M costs adjusted downwards as based on the results of the 1992
audit). However, since the original audit was conducted over thirty years ago and included a
limited number of properties, staff last year began using an alternate methodology to adjust
O&M expenses. The RPIE data provided to the RGB by the NYC DOF includes records that
have had income and expenses adjusted by the NYC DOF when they consider these figures to
be outside of what is reasonable as part of their assessment valuations, including adjustments
to expense ratios and vacancy rates. Staff also requested a subset of this data that includes
only those properties where no adjustments have been deemed necessary. To calculate an
adjustment in costs, staff calculated the difference between the weighted average operating
costs among buildings that did not have any NYC DOF assessment adjustments and
compared it to the weighted average operating costs found in the main data set. While not a
perfect replacement for an updated audit, RGB staff believes it is a more accurate adjustment
because it uses current expense data. Average costs among this year’s main data set were
4.41% higher than among the non-adjusted building data set, down from a difference of 4.94%
last year. Therefore, this year’s new cost adjustment reduces expenses by 4.41%. Adjustment
of the 2022 RPIE O&M cost ($1,164) by the results of this year’s cost adjustment results in an
average monthly O&M cost of $1,113. As a result, the following relationship between operating
costs and residential rental income was suggested by the Local Law 63 data:

Table 2(a)
2022 Operating Cost to Rent/Income Ratio with Adjusted Costs
Adjusted Rent O&M to Rent Income O&M to Income
O&M Costs'? Ratio Ratio
All stabilized $1,113 $1,578 0.705 $1,769 0.629

Source: 2024 Income and Expense Study, from 2023 Real Property Income and Expense filings for 2022, NYC
Department of Finance.

On April 10, 2024, the staff of the Rent Guidelines Board released a memo to Board
members with additional information concerning the 2024 Income and Expense Study.
The memo follows:

[START OF MEMO]

Following the release of the 2024 Income & Expense Study, board members asked two
questions about the study. Staff response follows each of the questions below.

Q1: A Board member asked how the proportion of distressed properties changed around the
City from the prior year:

Proportion of Distressed Buildings by Location
2023 I&E 2024 1&E Change

Citywide 8.8% 9.8% 1.0%

12 Overall O&M expenses were adjusted as described above. The unadjusted O&M to Rent ratio would be 0.738. The unadjusted O&M to
Income ratio would be 0.658.
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Bronx 6.8% 12.1% 5.4%
Brooklyn 5.2% 7.1% 1.8%
Manhattan 12.9% 10.9% -1.9%
Queens 6.5% 7.6% 1.1%

St. Island 7.2% 7.5% 0.3%
Core Man 13.4% 8.8% -4.5%
Upper Man 11.8% 14.8% 2.9%
City w/o Core 7.1% 10.1% 3.0%

Q2: Staff was asked for further information about the original 1992 audit study that for many
years was used to adjust data for the Income and Expense Study. Staff was also asked for
additional details about the methodology used for the expense adjustment method that
replaced the audit study, which was first used in the 2023 Income and Expense Study:

Beginning with the 1992 Income and Expense Study, the RGB made adjustments using the
audit study conducted by the NYC Department of Finance. The following excerpts from that
year’s Study explains the audit study in detail:

“Sample Size and Selection:

“The specific purpose of this audit study was to gauge the accuracy of income and expense
statements filed with the Department of Finance. These I&E statements have been used by the
Board for the past three years to measure the operating cost profiles of rent stabilized buildings.
It certainly would have been useful to audit all of the 500 buildings in last year’s I&E sample so
that we could adjust our estimates of rent and operating costs with some precision. However,
the Department of Finance did not have the resources to undertake such an extensive project. A
sample size of 50 was agreed upon as a compromise; it was sufficiently large to evaluate the
soundness of the I&E data yet not impossibly burdensome and expensive for Finance.

“The pool from which the sample of fifty buildings was drawn consisted of buildings from last
year’s I&E sample frame which registered with DHCR. Defining the sample in this way had some
practical advantages. Constraining the sample to registered buildings allows us to compare
registered (DHCR) rents with rental income reported to the Finance Department.

“The sample size limitation made it impossible to use a complicated cluster sampling scheme as
in prior studies. However, we did wish to make sure the sample included a representative mix of
building types and sizes. Accordingly, a fairly simple cluster sampling strategy was devised.

“A random selection was made within these parameters. The number of buildings in each
category roughly mirrors the actual distribution of rent stabilized buildings.

“The tax block and lot numbers of buildings selected for audits were transmitted to the Finance
Department. RGB staff met with Finance personnel to discuss auditing procedures before the
fieldwork began. After the audits had commenced, RGB staff looked at DHCR rent rolls for each
of the buildings. In the course of scrutinizing the rent data it became apparent that one of the
buildings in the sample was rent stabilized in name only. This building was eliminated from the
sample and the RGB supplied Finance with two randomly selected replacements.
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“Five owners refused to cooperate with the auditors. Four of these buildings were in the 100+
category and one was in the mid-size (20- 99 units) group. The refusals shrank our original fifty
building sample to 46. The final sample included 15 small buildings, 24 medium-size buildings
and only 7 large buildings.

“It is difficult to say how the non-participation of large buildings affected the results of the study.
As we will see, the auditors’ operating cost reductions were much less extensive for large than
for smaller buildings. However, large buildings also contain a relatively small portion of the
stabilized housing stock (less than 25%). The auditors examined owners’ 1990 Income and
Expense filings, most of which contained calendar year 1989 information. Although the RGB
would have preferred an audit of the 1991 I&E filings, logistical problems made this impractical.
At the time the audits began, many of the 1991 filings were still being used “in the field” or were
not yet filed at the Finance Department’s borough offices. In any case, the 1990 filings were
perfectly adequate for the purposes of this study, which was primarily to examine the reliability
of the I&E statements, NOT to provide precise estimates of rent and operating costs.

“O&M Costs:

“In all of the I&E studies to date, we have “weighted” the data to reflect the proportion of rent
stabilized UNITS in the housing stock. A simple weighting procedure is also used in this study.
The three weights reflect the percentage of units accounted for by each of the building types:
11-19 units (12%), 20-99 units (65%) and 100+ units (23%). Mid-size buildings account for
nearly two-thirds of all stabilized units and thus have by far the largest weight.

“... Overall (weighted) O&M expenses were reduced about 8%. Many of the categories were
scarcely affected by the auditors’ detective work. Adjusted taxes, labor, fuel, utilities, and
insurance are 97% or more of the unadjusted figures. The three categories which account for
nearly all of the auditors’ expense reduction are maintenance, administration, and the
“miscellaneous” category.

“The auditors provided the RGB with some additional detail on the types and amounts of
expense reductions...The largest category was “capitalized expenses;” it accounted for about
43% of all disallowed expenses. Salaries paid to partners or stockholders were also substantial,
constituting 26% of the total."® Other categories documented by the auditors include
unsubstantiated expenses (i.e., no supporting documentation was provided by the owner),
mortgage payments, multi-year expenses (e.g. a three-year insurance policy which is expensed
in a single year), and income taxes.

“...The practice of including capital expenses in O&M was quite widespread; over half of all the
buildings in our sample expensed capital items. Unsubstantiated expenses (20 cases) and
partner/stockholder salaries (11 cases) were the next most common types of expense reduction.
The other kinds of disallowed expenses were relatively rare, occurring in only a few buildings.

“The amount of expense disallowed by the auditors was inversely correlated with building size.
Expenses were adjusted downward by only 2% for the largest buildings, 9% for mid-size
buildings and by 13% for the smallest structures. The effect of building size is particularly
apparent in two of the expense categories, administration and miscellaneous expenses.
Administration expenses were reduced by about 30% for the small and mid-size buildings, but

13" |f these salaries were not disallowed the total reduction in expenses would be 6% rather than the 8% cited previously.
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only 4% in the large buildings. The miscellaneous category was adjusted downward by 85% for
the smallest buildings but only 11% for the largest.

“Lack of management skills may account for the large reduction in administration expenses in
smaller buildings. The very low level of disallowed expenses in the largest buildings may be due
partly to superior record keeping. We know, for example, that unsubstantiated expenses were
very low in the largest buildings. Unfortunately, it is impossible to separate the effects of
bookkeeping from the bias introduced into the sample by the refusal of five owners to cooperate
with the auditors. Disallowed expenses might have been much higher had the five non-
cooperating buildings been audited. We can only conclude that the data from the largest
buildings are inadequate to assess the accuracy of the I&E statements for this class.

“Income:

“In addition to reviewing expenses, the auditors also examined the amount of rent and income
collected by landlords. Using the owners’ rent rolls as a guide, the auditors made slight
revisions, resulting in an upward adjustment in rents of approximately one-half percent. More
substantial revisions were made in gross income, which includes rent from apartments, stores,
and offices, as well as other sources of income. Gross income was elevated 1.1%.

“Adjustments to income were greatest for the smallest (11-19 unit) buildings. Income was
revised upward by about 4%; nearly half of the buildings had adjustments. Medium and large
buildings were little changed, with revisions of .7% and .4% respectively.

“With access to DHCR’s rent registration records, RGB staff was able to cross check I&E rent
data with 1990 registered rents. Staff entered the DHCR rent rolls into spreadsheets and
summed all the rent information by building type. Several adjustments were made to make this
information comparable with the I1&E data.™

“One would expect the adjusted DHCR rent data to exceed the adjusted amount on I&E forms,
since the I&E figures include vacancy and collection losses and the DHCR data does not. In fact,
this was the case. Dividing the adjusted DHCR rent by the adjusted I&E rent, we found the
following differences by building size:

DHCR Rent as a Proportion of I&E Rent

11-19 units ........... 124%
20-99 units ........... 111%
100+ units ............ 114%

“In the case of the mid-size and large buildings the difference is not great. The excess of DHCR
rent over I&E rent is 11 to 14%, a gap which can probably be closed by taking into account
vacancy and collection losses and slight discrepancies in apartment counts. It is harder to
explain away the difference among the smaller buildings (nearly 25%) which persists even
AFTER the adjustments made by the auditors.

14 The DHCR data was from 1990 while the I&E statements largely cover calendar 1989. To compensate for the temporal differences the DHCR
rents were adjusted downward by the RGB rent index. In most cases landlords did not register all of the units in their buildings. To account
for these missing units (i.e., to make the DHCR and I&E rent rolls comparable), staff assumed that the rents for unregistered units were equal
to registered rents. These were added to the DHCR rent rolls.
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“The two most likely reasons for the large discrepancy in the small building category are 1)
Apartments which are being used for commercial purposes and/or apartment rent mistakenly
placed on the commercial income line of the I&E form and, 2) Cash rent and/or owner- occupied
apartments not discovered by the auditors or reported on the I&E form.”

Beginning with the 2023 Income and Expense Study, the RGB stopped using the adjustments
based on the 1992 audit study and switched to a new method to adjust expenses.

The RPIE data provided to the RGB by the NYC DOF includes records that have had income
and expenses adjusted by the NYC DOF when the agency considers these figures to be
outside of what is reasonable as part of their assessment valuations, including adjustments to
expense ratios and vacancy rates. Staff also requested a subset of this data that includes only
those properties where no expense ratio adjustments have been deemed necessary. To
calculate an adjustment in costs, staff calculated the difference between the weighted average
operating costs among buildings that did not have any NYC DOF assessment adjustments and
compared it to the weighted average operating costs found in the main data set, which
included all buildings.

RGB staff’s approach now uses current expense data and can do so each year going forward.
Moreover, when the original 1992 audit study was conducted, NYC DOF did not explain in
detail how to categorize expenses (or exclude ineligible expenses) as well as they have in
recent years. Since 2011, NYC DOF’s RPIE instructions have devoted several pages to
detailing specific categories for each expense as well as citing specific miscellaneous
expenses that are ineligible to be reported in the RPIE.

For the 2024 Income and Expense Study, the NYC DOF reported that of the 15,110 buildings
included in the main data set, 5,232 buildings (34.6%) did not have any expense ratio
adjustments made to its data. Further, each building size category had similar proportions of
buildings without any expense ratio adjustments. Among 11-19 unit buildings, 34.5% did not
have any adjustments; among 20-99 units, 34.7% had no adjustments; and among 100+ unit
buildings, 34.3% had no expense ratio adjustments.

To calculate the expense adjustment figure, the difference was calculated between the main
data set average expenses for all buildings, $1,164.33, and the non-adjusted data set average
expenses, $1,115.10. Dividing $1,164.33 by $1,115.10 results in a difference of 4.41%.
Therefore, to calculate the expense adjustment figure, expenses were reduced by 4.41%
whenever calculating data reported as using adjusted costs.

For reference, in the 2023 Income and Expense Study, the calculated expense adjustment was

4.94%. The expense adjustment figure will be adjusted annually based on DOF data for each
year.

[END OF MEMO]

Forecasts of Operating and Maintenance Price Increases for 2024-25

In order to decide upon the allowable rent increases for two-year leases, the RGB considers
price changes for operating costs likely to occur over the next year. In making its forecasts the
Board relies on expert assessments of likely price trends for the individual components, the
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history of changes in prices for the individual components and general economic trends. The
Board's projections for 2024-25 are set forth in Table 3, which shows the Board's forecasts for

price increases for the various categories of operating and maintenance costs.

Table 3

Year-to-Year Percentage Changes in Components of the

Price Index of Operating Costs:
Actual 2023-24 and Projected 2024-25

Price Index Projected Price Index
2023-24 2024-25
Taxes 3.2% 3.6%
Labor Costs 4.3% 3.8%
Fuel Qil -7.1% -6.0%
Utilities 1.3% 2.4%
Maintenance 3.5% 7.3%
Administrative Costs 4.6% 4.8%
Insurance Costs 21.7% 15.1%
Total (Weighted) 3.9% 4.4%

Source: 2024 Price Index of Operating Costs.

Overall, the PIOC is expected to grow by 4.4% from 2024 to 2025. Costs are predicted to rise
in each component except Fuel, with the largest growth (15.1%) projected to be in Insurance
Costs. Other projected increases include Maintenance (7.3%), Administrative Costs (4.8%),
Labor Costs (3.8%), and Utilities (2.4%). Taxes, the component that carries the most weight in
the Index, is projected to increase by 3.6%, while Fuel is projected to decrease by 6.0%. The
table on this page shows projected changes in PIOC components for 2025. The Core PIOC is
projected to rise by 5.4%, 1.0 percentage points higher than the overall projected PIOC for rent
stabilized apartments.

Commensurate Rent Adjustment

Commensurate rent adjustments are a series of formulas that combine various data concerning
operating costs, revenues, and inflation into a single measure that determines how much rents
would have to change for the net operating income (NOI, or the amount of income remaining
after operating and maintenance expenses are paid) of rent stabilized apartments to remain
constant.’ The commensurate formulas provide a set of illustrative one- and two-year renewal
rent adjustments that would hypothetically compensate owners for the change in prices
measured by the PIOC (in addition to other relevant metrics), while keeping NOI constant.

Note that the commensurate adjustments described below do not constitute staff or Board
recommendations for guideline adjustments. The various data points presented in this, and
other, Rent Guidelines Board annual research reports (e.g., the Income and Affordability Study

!5 The commensurate rent adjustments were first introduced before deregulation was widespread. At their inception, with little to no
deregulation, these formulas largely reflected the rent stabilized stock at large, despite being designed to keep NOI constant in only those units
subject to rent stabilization. Note that with deregulation permitted under state law from 1993 through 2019, thousands of buildings now
contain both rent stabilized and deregulated units. Because the commensurates were not designed to keep NOI constant in deregulated units
(where annual adjustments in rents are subject to changes in the real estate rental market), these formulas will not necessarily keep NOI
constant for buildings that contain both rent stabilized and deregulated units.

20



and the Income and Expense Study), supplementary data sources, in addition to public
testimony, can all be considered to determine appropriate rent adjustments.

The first commensurate method is called the “Net Revenue” approach, designed to consider
the change in the PIOC, and revenue received by owners based on an estimate of tenants who
sign either one- or two-year lease renewals.'® Under the “Net Revenue” formula, a guideline
that would preserve NOI in the face of this year’s 3.9% increase in the PIOC is 2.75% for a
one-year lease and 4.75% for a two-year lease.

The second commensurate method, the “CPI- Adjusted NOI” formula, considers the change in
the PIOC, the mix of lease terms, and the effect of inflation on NOI. A guideline that would
preserve NOI in the face of the 3.3% increase in the Consumer Price Index and the 3.9%
increase in the PIOC is 4.0% for a one-year lease and 7.0% for a two-year lease."” Note that in
a change from prior years, staff is calculating a single formula for both the “Net Revenue” and
“CPI-Adjusted NOI” commensurates, which assumes that, after a vacancy, owners will be able
to collect the applicable RGB guidelines for renewal leases, as authorized under current New
York State law. See footnote 16 for more details.

The third commensurate method, the “traditional” commensurate adjustment, is the formula
that has been in use since the inception of the Rent Guidelines Board and is the only method
that relies on both the current PIOC change as well as the PIOC projection for the following
year. Note that this commensurate does not account for the mix of lease terms or the effect of
inflation on NOI. The “traditional” commensurate yields 2.5% for a one-year lease and 4.0% for
a two-year lease. This reflects the increase in operating costs of 3.9% found in the 2024 PIOC
and the projection of a 4.4% increase next year.'

All of these commensurate methods have limitations. The “Net Revenue” formula does not
attempt to adjust NOI by the effect of inflation. The “CPI-Adjusted NOI” formula does not
consider that while inflation may change, the debt service portion of NOI may stay constant. As
a means of compensating for cost changes, the “traditional” commensurate rent adjustment
has two major flaws. First, although the formula is designed to keep owners’ current dollar NOI
constant, it does not consider the mix of one- and two-year lease renewals. Since less than
three-quarters of leases are renewed in any given year, with a slight majority of leases being
renewed having a two- year duration, the formula does not necessarily accurately estimate the
amount of income needed to compensate owners for O&M cost changes. A second flaw of the
“traditional” commensurate formula (as well as the “Net Revenue” formula) is that it does not

16 In a change from prior years, staff is calculating a single formula for this commensurate, which assumes that, after a vacancy, owners will be
able to collect the applicable RGB guidelines for renewal leases, as authorized under current NYS law. With the passage of the Housing Stability
and Tenant Protection Act in 2019, vacancy allowance increases are no longer permitted, but increases on vacancy leases equal to RGB renewal
lease guidelines are permitted. In prior years, the RGB reported two variations of the “Net Revenue” commensurate. One assumed no increase
upon vacancy. The other relied on estimates of the revenue owners received on vacant units (from NYS Homes and Community Renewal
apartment registration data), in conjunction with the estimated level of turnover (based on NYC Housing and Vacancy Survey data).

As with the “Net Revenue” commensurate, only one version of the “CPl Adjusted NOI” commensurate will now be calculated (see Endnote
7 for more details). The following assumptions were used in the computation of both the “Net Revenue” and “CPl Adjusted NOI”
commensurates: (|) the required change in owner revenue is 65.8% of the 2024 PIOC increase of 3.9%, or 2.6%. The 65.8% figure is the most
recent ratio of average operating costs to average income in buildings that contain rent stabilized units; (2) for only the “CPIl-Adjusted NOI”
commensurate, the increase in revenue due to the impact of inflation on NOI is 34.2% times the latest |12-month increase in the CPI ending
February 2024 (3.3%), or 1.1%; and (3) the collectability of these commensurate adjustments is assumed. Also note that the lease adjustments
generated by these commensurate formulas are only illustrative—other combinations of one- and two-year guidelines could produce the
adjustment in revenue.

The “traditional” formula adjusts only owner expenses, not NOI. Expenses are adjusted based on the current PIOC change for the one-year
lease commensurate, and by both the current PIOC and the PIOC projection for the two-year lease commensurate.
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consider the erosion of owners’ income by inflation. By maintaining current dollar NOI at a
constant level, adherence to the formula may cause NOI to decline over time. However, such
degradation is not an inevitable consequence of using the “traditional” commensurate
formula.™

Finally, it is important to note that only the “traditional” commensurate formula uses the PIOC
projection, and that this projection is not used in conjunction with, or as part of, the “Net
Revenue” and “CPI-Adjusted NOI” formulas. As stated previously, all three formulas attempt to
compensate owners for the adjustment in their operating and maintenance costs measured
each year in the PIOC. The “Net Revenue” and the “CPI- Adjusted NOI” formulas attempt to
compensate owners for the adjustment in O&M costs by using only the known PIOC change in
costs (3.9%). The traditional method differs from the other formulas in that it uses both the
PIOC’s actual change in costs as well as the projected change in costs (4.4%).

Consideration of Other Factors

Before determining the guideline, the Board considered other factors affecting the rent
stabilized housing stock and the economics of rental housing.

Effective Rates of Interest
The Board considered current mortgage interest rates and the availability of financing and
refinancing. It reviewed the staff's 2024 Mortgage Survey Report of lending institutions. Table 4

gives the reported rate and points for the past nine years as reported by the mortgage survey.

Table 4

2024 Mortgage Survey?

Average Interest Rates and Points for
New Financing of Permanent Mortgage Loans 2016-2024

2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024
g‘;?e's 40% | 43% | 48% | 47% | 4.0% | 3.8% | 3.9% | 6.0% @ 7.0%
Avg. 042 | 044 | 044 038 | 022 | 038 | 032 | 029 | 037
Points

On April 25, 2024, the staff of the Rent Guidelines Board released a memo to Board
members with additional information concerning the 2024 Mortigage Survey Report. The
memo follows:

[START OF MEMO]

19 Whether profits will actually decline depends on the level of inflation, the composition of NOI (i.e., how much is debt service and how much
is profit), and changes in tax law and interest rates.
20 |nstitutions were asked to provide information on their "typical" loan to rent stabilized buildings. Data for each variable in any particular year
and from year to year may be based upon responses from a different number of institutions.
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During the discussion of the 2024 Mortgage Survey Report, a board member asked for
additional sales data: The average price-per-unit of buildings sold by building size and
proportion of stabilized units. Data for all buildings constructed before 1974 as well as for

buildings of all ages follows:

Number of Buildings Sold by Proportion
Stabilized and Building Size, Pre-1974 only

50%-+ Stab | 80%-+ Stab | 100% Stab
99

6-10 Units 171 137

11-19 Units 68 62 32
20-99 Units 127 102 26
100+ Units 1 1 1

Average Price-per-unit of Buildings Sold by
Proportion Stabilized and Building Size, Pre-1974 only

50%-+ Stab | 80%-+ Stab | 100% Stab

6-10 Units $273,933 $240,991 $238,042
11-19 Units $351,438 $363,528 $404,135
20-99 Units $200,922 $192,952 $207,575

Number of Buildings Sold by Proportion
Stabilized and Building Size, All Building Ages

50%+ Stab | 80%+ Stab | 100% Stab

6-10 Units 187 153 111
11-19 Units 70 64 33
20-99 Units 135 110 29
100+ Units 3 3 1

Average Price-per-unit of Buildings Sold by Proportion
Stabilized and Building Size, All Building Ages

50%-+ Stab | 80%-+ Stab | 100% Stab

6-10 Units $289,997 $264,070 $262,897
11-19 Units $346,873 $358,157 $397,949
20-99 Units $212,441 $207,668 $248,122

Note: There were too few 100+ buildings to accurately report sales prices.
Source: NYC Department of Finance

[END OF MEMO]



On April 17, 2024, the staff of the Rent Guidelines Board released a memo to Board
members with additional information concerning the Owner Mortgage Survey. The memo

follows:

[START OF MEMO]

This year’s Price Index of Operating Costs owner survey asked owners whether they currently
carry a mortgage. If they responded yes, they were asked a series of questions, including the
date of the current mortgage origination; whether the rate is fixed or adjustable; the average
loan-to-value (LTV) ratio; the average debt-service coverage ratio (DSCR); whether their
mortgage carries a balloon payment; the number of months until the balloon payment is due;
the number of units in the building; and the age of the building.

Of the 617 survey respondents®', 55.8% reported carrying a mortgage, while the remaining
44.2% did not. Of respondents reporting their current interest rate®, the weighted average
interest rate for all buildings is 4.55%, which covers mortgages with origination dates as far
back as 1999. However, the vast majority (87.6%) of mortgages have origination dates since
2015. Of these respondents, the weighted average interest rate is 4.44%.

Additional findings follow:

Whether Building Carries Mortgage by Building Age (Proportion and Count)

Building Age

Pre-1974 54.8% (297) 45.2% (245)
Post-1973 62.7% (47) 37.3% (28)
All 55.8% (344) 44.2% (273)

Whether Building Carries Mortgage by Building Size (Proportion and Count)

Building Size

< 11 units 40.9% (135) 59.1% (195)
11-19 units 66.7% (44) 33.3% (22)
20-99 units 73.3% (154) 26.7% (56)
100+ units 100.0% (11) 0.0% (0)
All 55.8% (344) 44.2% (273)

Average Interest Rate, Loan-to-Value Ratio, and DSCR by Building Size*

21 Of the 617 respondents, 87.8% of buildings were built pre-1974 and 12.2% were post-1973. By building size, 53.5% have fewer than | | units;
10.7% have | I-19 units; 34.0% have 20-99 units; and 1.8% have 100 or more units. By borough, 28.0% are in Manhattan; 12.0% are in the Bronx;
31.4% are in Brooklyn; 26.1% are in Queens; and 2.4% are in Staten Island.

22 9].6% of respondents who reported carrying a mortgage also reported their current interest rate.

23 Average interest rate based on 315 respondents; LTV ratio based on 182 respondents; and DSCR based on 132 respondents who reported
these figures.
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Apartments Interest Rate DSCR

< 11 units 4.96% 60.7% 1.33
11-19 units 4.74% 65.0% 1.42
20-99 units 411% 65.0% 1.33
100+ units 4.07% 61.1% 1.44

Fixed/Adjustable/Both Based on Building Size (Proportion and Count)

Building Size | Fixed | Adjustable

< 11 units 65% (74) 26% (29) 9% (10)
11-19 units 75% (27) 14% (5) 11% (4)
20-99 units 86% (115) 8% (11) 6% (8)
100+ units 91% (10) 9% (1) 0% (0)

Al 77% (226) 16% (46) 7% (22)

Balloon Payments Based on Building Size (Proportion and Count)

Building Size

< 11 units 40.3% (48) 59.7% (71)
11-19 units 59.5% (22) 40.5% (15)
20-99 units 83.6% (112) 16.4% (22)
100+ units 90.9% (10) 9.1% (1)
Al 63.8% (192) 36.2% (109)

Number of Months Until Balloon Payment is Due

Number of months

1-12 months 25 14.8%
13-24 months 29 17.2%
25-36 months 32 18.9%
37-48 months 21 12.4%
49-60 months 20 11.8%
60+ months 42 24.9%

Total 169 100.0%

[END OF MEMO]

24 Both applies if a building has more than one mortgage and at least one has a fixed rate and another is adjustable.



Condition of the Rent Stabilized Housing Stock

The Board reviewed the number of units that are moving out of the rental market due to
cooperative and condominium conversion.

Table 5

Number of Cooperative / Condominium Plans?®

Accepted for Filing, 2014-2022

2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 2022
New Construction 204 212 206 224 233 227 186 183 130
Conversion Non- 20 28 27 18 11 11 12 4 3
Eviction
Conversion Eviction 0 0 0 0 0 0 0 0 0
Rehabilitation 36 43 45 33 42 43 37 33 42
Total 260 283 278 275 286 281 235 220 205
Subtotal:
HPD Sponsored 0 1 0 0 1 0 0 0 0
Plans

Source: New York State Attorney General's Office, Real Estate Financing.

On May 28, 2024, the staff of the Rent Guidelines Board released a memo to Board
members with additional information concerning the 2024 Housing Supply Report. The
following is an excerpt from that memo (Page 1):

[START OF MEMO]

Question 1: Can you provide historic data on the number of affordable housing starts for new
construction only?

The table below provides data on both hew construction and preservation projects for affordable
housing since 2014. This data is reported by the NYC Department of Housing Preservation and
Development, which reports on projects, buildings, and units that began after January 1, 2014,
and are counted towards either the Housing New York plan (1/1/2014 - 12/31/2021) or the
Housing Our Neighbors: A Blueprint for Housing & Homelessness plan (1/1/2022 - present).

Total
(o) (o)
Year e . % New. Preservation % . Affordable
Construction Construction Preservation .
Housing Starts

25 The figures given above for eviction and non-eviction plans include those that are abandoned because an insufficient percentage of units were
sold within the 15-month deadline. In addition, some of the eviction plans accepted for filing may have subsequently been amended or
resubmitted as non-eviction plans and therefore may be reflected in both categories. HPD-sponsored plans are a subset of the total plans.
Some numbers revised from prior years. Data regarding co-op and condo activity in 2023 was not available from the NYS Attorney General’s
Office as of publication time.
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2014 6,924 35% 12,699 65% 19,623
2015 7,332 35% 13,804 65% 21,136
2016 7,262 32% 15,132 68% 22,394
2017 7,332 30% 17,488 70% 24,820
2018 10,226 30% 24,011 70% 34,237
2019 10,835 41% 15,486 59% 26,321
2020 7,753 26% 22,070 74% 29,823
2021 12,117 45% 14,838 55% 26,955
2022 9,648 62% 5,832 38% 15,480
2023 14,227 51% 13,684 49% 27,911
Total 2014-2023 93,656 38% 155,044 62% 248,700

Source: NYC Department of Housing Preservation and Development, Open Data (as of May 2024)

[END OF MEMO]

Consumer Price Index

The Board reviewed the Consumer Price Index. Table 6 shows the percentage change for the
NY-Northeastern NJ Metropolitan area since 2017.

Table 6

Percentage Changes in the Consumer Price Index

for the New York City - Northeastern New Jersey Metropolitan Area, 2017-2024
(For "All Urban Consumers")
2017 2018 2019 2020 2021 2022 2023 2024
1st Quarter

Avg. 25% 16% 15% 23% 15% 55% 55% 3.1%
Yearly Avg. 20%  1.9% 17%  17% 33% 61%  3.8% -

Source: U.S. Bureau of Labor Statistics.

Calculation of the Current Operating and Maintenance Expense to Income Ratio

Each year the Board estimates the current average proportion of the rent roll which owners
spend on operating and maintenance costs. This figure is used to ensure that the rent
increases granted by the Board compensate owners for the increases in operating and
maintenance expenses. This is commonly referred to as the O&M to income ratio.

With current longitudinal income and expense data, staff has constructed an index, using 1989
as a base year. This index is labeled as Table 7. Except for the last three years, this index
measures past changes in building income and operating expenses as reported in annual
income and expense statements. The second- and third-to-latest years in the table reflect

26 First Quarter Average refers to the change of the CPl average of the first three months of one year to the average of the first three months
of the following year. Some numbers have been revised from prior years.
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actual PIOC increases and projected rent changes. The last year in the table - projecting into
the future - include staff projections for both expenses and rents.

In order to calculate the change in income for the latest three years, staff uses the RGB Rent
Index. The RGB Index calculates the change in rent based on the guidelines passed by the
Board, as well as the change in rent upon vacancy. The RGB Index is calculated using the
adjustments authorized in applicable Apartment and Loft Orders and the change in rents upon
vacancy (most recently, 3.56%). Then, in order to represent the same 12-month time period as
the change in costs, measured change in income is adjusted to match the same period as
measured change in costs. Therefore, the change in rent incorporates seven months of the
previous Rent Index (7/12 or 58.3%), plus five months of the most recent Rent Index, (5/12 or
41.7%).

However, this index is not without limitations. First, as noted, for the latest two years of the
index, it will continue to rely upon the price index and staff rent and cost projections. Second,
while this table looks at the overall relationship between costs and income, it does not measure
the specific impact of any change in rent regulation on that relationship.

Table 7

Revised Calculation of Operating and Maintenance Cost Ratio for

Rent Stabilized Buildings from 1989 to 2025

Year2? Average Monthly Average Monthly Average O & M
O & M Per d.u.28 Income Per d.u. to Income Ratio
1989 $370 ($340) $567 .65 (.60)
1990 $382 ($351) $564 .68 (.62)
1991 $382 ($351) $559 .68 (.63)
1992 $395 ($363) $576 .69 (.63)
1993 $409 ($376) $601 .68 (.63)
1994 $415 ($381) $628 .66 (.61)
1995 $425 ($391) $657 .65 (.59)
1996 $444 ($408) $679 .65 (.60)
1997 $458 ($421) $724 .63 (.58)
1998 $459 ($422) $755 .61 (.56)
1999 $464 ($426) $778 .60 (.55)
2000 $503 ($462) $822 .61 (.56)
2001 $531 ($488) $868 .61 (.56)
2002 $570 ($524) $912 .63 (.57)
2003 $618 ($567) $912 .68 (.62)
2004 $654 ($601) $969 .67 (.62)
2005 $679 ($624) $961 .71 (.65)
2006 $695 ($638) $1,009 .69 (.63)
2007 $738 ($678) $1,088 .68 (.62)
2008 $790 ($726) $1,129 .70 (.64)
2009 $781 ($717) $1,142 .68 (.63)
2010 $790 ($726) $1,171 .67 (.62)
2011 $812 ($746) $1,208 .68 (.63)
2012 $841 ($772) $1,277 .66 (.60)
2013 $884 ($812) $1,337 .66 (.61)

27 The O&M and income data from 2008 to 201 | has been revised from that reported in previous explanatory statements to reflect actual,
rather than estimated, expense and income data.

28 Operating and expense data listed through 2020 is based upon unaudited filings with the Department of Finance. Audits of 46 buildings
conducted in 1992 suggest that expenses may be overstated by 8% on average. Beginning with 2021 data, expense adjustments were calculated
by taking the difference between the weighted average operating costs among buildings that did not have any DOF assessment adjustments
and compared it to the weighted average operating costs found in the Finance data set. In 2021, average costs among the main data set were
4.4| percentage points larger than among the non-adjusted building data set. In 2022, average costs among the main data set were 4.41
percentage points larger than among the non-adjusted building data set. Therefore, the cost adjustment for years 2022-2025 reduces expenses
by 4.41% See the Local Law 63/Income & Expense Review section above for additional information. Figures in parentheses are adjusted to
reflect these findings.
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2014 $946 ($869) $1,434 .66 (.61)
2015 $960 ($882) $1,487 .64 (.59)
2016 $985 ($905) $1,552 .63 (.58)
2017 $984 ($904) $1,524 .65 (.59)
2018 $1,034 ($950) $1,568 .66 (.61)
2019 $1,070 ($983) $1,626 .66 (.61)
2020 $1,035 ($951) $1,580 .66 (.60)
2021 $1,091 ($1,037) $1,667 .65 (.62)
2022 $1,164 ($1,113) $1,769 .66 (.63)
202329 $1,258 ($1,203) $1,807 .70 (.67)
202430 $1,307 ($1,250) $1,850 .71 (.68)
2025%" $1,365 ($1,305) $1,900 .72 (.69)

Source: RGB Income and Expense Studies, 1989-2024; Price Index of Operating Costs, 2022 - 2024
RGB Rent Index for 2022 - 2025.

Changes in Housing Affordability

Per the 2024 Income and Affordability Study, economic and social indicators in NYC in 2023
showed both strengths and weaknesses as compared with the preceding year. Positive
indicators (on an annual average basis) include rising employment levels within NYC
businesses, an increase of 2.6% in 2023. The unemployment rate for NYC residents also fell,
down 0.5 percentage points from 2022, to 5.2%. Gross City Product (GCP) is also forecasted
to increase, rising in inflation-adjusted terms by 2.6% in 2023. Inflation in the NYC metro area
also rose at a slower level than in 2022, rising 3.8%, down from 6.1% in the prior year.

Negative indicators (on an annual average basis) include average wages and total wages
earned within NYC, which both decreased in real terms in the most recent 12-month period,
falling by 6.1% and 2.6%, respectively. Average wages also fell in nominal terms, by 1.8%,
although total wages rose by 1.9% in nominal terms. Primarily driven by asylum-seekers
entering NYC, sheltered homeless levels (as reported by the NYC Department of Homeless
Services (DHS)) rose significantly, increasing 54.9%. Excluding asylum- seekers, sheltered
homeless levels also rose, but at a slower rate, 9.5%. Public benefit caseloads also rose in
2023, with the average number of public assistance recipients rising by 12.7%; Supplemental
Nutrition Assistance Program (SNAP) recipients rising by 1.3%; and Medicaid enrollees rising
by 5.1%. There was also an increase in non-payment filings and non-payment calendared
cases in Housing Court, which rose by 23.5% and 34.5%, respectively. The number of
residential evictions also rose, increasing 195.4%, to reach 12,139 in 2023. Personal
bankruptcy filings in NYC also rose for the first time in four years, increasing 36.7%, and the
poverty rate rose 0.3 percentage points in 2022 (the latest available data), to 18.3%.

As compared to 2019 (the last full year preceding the pandemic), economic and social
indicators are mixed.

2 Estimated expense figure includes 2023 expense updated by the PIOC for the period from 3/1/22 through 2/28/23 (8.1%). Income includes
the income for 2023 updated by staff estimate based upon guidelines and choice of lease terms for a period from 3/1/22 through 2/28/23
(2.15% --- i.e., the 10/1/21 to 9/30/22 rent projection (1.86%) times (.583), plus the 10/1/22 to 9/30/23 rent projection (2.57%) times (.417)).

30 Estimated expense figure includes 2024 expense updated by the PIOC for the period from 3/1/23 through 2/29/24 (3.9%). Income includes
the income for 2024 updated by staff estimate based upon guidelines and choice of lease terms for a period from 3/1/23 through 2/29/24
(2.36% --- i.e., the 10/1/22 to 9/30/23 rent projection (2.57%) times (.583), plus the 10/1/23 to 9/30/24 rent projection (2.08%) times (.417)).

31 Estimated expense figure includes 2024 expense estimate updated by the 2024 PIOC projection for the period from 3/1/24 through 2/28/25
(4.4%). Income includes the income estimate for 2025 updated by staff estimate based upon guidelines and choice of lease terms for a period
from 3/1/23 through 2/29/24 (2.70% - i.e., the 10/1/23 to 9/30/24 rent projection (2.08%) times (.583), plus the 10/1/24 to 9/30/25 rent
projection (3.56%) times (.417)).
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As compared to 2019, in 2023 the unemployment rate is 1.2 percentage points higher, despite
overall employment levels that are 0.4% higher. Initial unemployment claims are 9.8% higher,
cash assistance caseloads are 43.1% higher, and SNAP caseloads are 13.6% higher. But both
inflation-adjusted average and total wages are higher, by 3.5% and 2.7%, respectively.
Including asylum-seekers, DHS sheltered homeless levels are 34.8% higher (but excluding
asylum-seekers, they are 13.3% lower). In Housing Court, non-payment filings are 24.8% lower
and non-payment calendared cases are 24.4% lower. Residential evictions are also 28.6%
lower.

The most recent quarter for which there is comprehensive data is the fourth quarter of 2023. As
compared to the fourth quarter of 2022, positive indicators include employment levels, up
1.1% percentage points as compared to 2022; and SNAP caseloads, down 0.1%. Negative
indicators include the unemployment rate, up 0.1 percentage points as compared to 2022;
Medicaid enrollees, up 8.6%; DHS sheltered homeless levels, up 38.4% including asylum-
seekers (and 13.7% excluding asylum- seekers); cash assistance caseloads, up 12.0%; and in
Housing Court, the number of non-payment cases filed, up 2.9% and non-payment calendared
cases up 6.7%.%

On April 17, 2024, the staff of the Rent Guidelines Board released a memo to Board
members with additional information concerning the 2024 Income & Affordability Study.
The memo follows:

[START OF MEMO]

At the April 11, 2024 Income & Affordability Study (I&A) presentation, questions were asked for
which an immediate answer could not be provided. Answers follow.

Question 1: Can NYS Emergency Rental Assistance Program payments be provided for individual
owners?

The NYS Office of Temporary and Disability Assistance, the agency which administers this
program, advises that it cannot provide payment data for owners.

Question 2: Can the change in the mean household income of quintiles, as reported by the
American Community Survey, be provided for the time period of 2019 through 20227

The Census Bureau publishes an annual estimate of the mean household income of quintiles for
all households within selected geographic areas of the United States (in this case, New York
City). Data in the 2024 Income & Affordability Study was provided both for the time period of
2006 to 2022 (point-to-point, the earliest and latest time periods available for analysis) as well as
2021 to 2022 (point-to-point, the most recent two years of data). Data in the tables below is for
each year from 2018 to 2022 in both nominal and inflation-adjusted terms (excluding 2020, for
which reliable data is not available). The change in each year (starting in 2019), as well the point-
to-point change from 2019 to 2022 (as requested) is also provided. Data is also provided for

32 This data is obtained from the Civil Court of the City of New York, which cannot provide exact “quarterly” data. The Court has 13 terms in
a year, each a little less than a month long. This data is for terms 10-13, which is from approximately the middle of September through the end
of the year. It is compared to the same period of the prior year.
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renter households in New York City for the same time periods, based on data from the American
Community Survey’s Public Use Microdata Sample (see Footnote 2).

Nominal Mean Household Income of Quintiles, and Year-to-Year Change, All Households

Lowest Quintile 2nd Quintile 3rd Quintile 4th Quintile Highest Quintile
vear Average % Average % Average % Average % Average %
9 Change 9 Change 9 Change 9 Change 9 Change
2018 $10,435 - $33,346 - $64,383 - $110,003 - $291,296 -
2019 $10,988 5.3% $36,677 10.0% $69,581 8.1% $118,050 7.3% $315,212 8.2%
202133 $10,168 -7.5% $35,850 -2.3% $68,293 -1.9% $116,063 -1.7% $308,049 -2.3%
2022 $10,566 3.9% $38,992 8.8% $75,327 10.3% $128,617 10.8% $347,578 12.8%
28;2_ -- -3.8% -- 6.3% -- 8.3% -- 9.0% -- 10.3%
Nominal Mean Household Income of Quintiles, and Year-to-Year Change, Renter Households**
Lowest Quintile 2nd Quintile 3rd Quintile 4th Quintile Highest Quintile
vear Average % Average % Average % Average % Average %
9 Change 9 Change 9 Change 9 Change 9 Change
2018 $8,322 - $25,583 - $50,590 - $88,897 -- $227,211 --
2019 $8,574 3.0% $28,600 11.8% $56,222 11.1% $95,324 7.2% $241,094 6.1%
202135 $7,729 -9.9% $27,517 -3.8% $53,981 -4.0% $93,623 -1.8% $243,841 1.1%
2022 $8,099 4.8% $30,417 10.5% $60,784 12.6% $104,050 11.1% $270,564 11.0%
gg;g- -- -5.5% -- 6.4% -- 8.1% -- 9.2% -- 12.2%

Inflation-Adjusted Mean Household Income of Quintiles, and Year-to-Year Change, All

Households (2022 dollars)

Lowest Quintile 2nd Quintile 3rd Quintile 4t Quintile Highest Quintile
vear Average % Average % Average % Average % Average %
9 Change 9 Change 9 Change 9 Change 9 Change
2018 $11,827 -- $37,794 -- $72,971 -- $124,676 -- $330,151 --
2019 $12,251 3.6% $40,893 8.2% $77,580 6.3% $131,621 5.6% $351,448 6.5%
202136 $10,789 -11.9% $38,038 -7.0% $72,461 -6.6% $123,146 -6.4% $326,848 -7.0%
2022 $10,566 -2.1% $38,992 2.5% $75,327 4.0% $128,617 4.4% $347,578 6.3%
gg;z- -- -13.8% -- -4.6% -- -2.9% -- -2.3% -- -1.1%

33 Note that 2020 data is not available. The percentage change in 2021 is the change between 2019 and 2021.

34 Data for renter households is derived from the American Community Survey’s Public Use Microdata Sample (PUMS). Per the Census Bureau,
estimates generated using the ACS Public Use Microdata Sample (PUMS) files will be slightly different from the pre-tabulated ACS estimates
on data.census.gov because PUMS data include only about two-thirds of the cases used to create estimates on data.census.gov, and contain
additional edits and modifications to protect respondent confidentiality. Due to these differences, the estimates provided directly from the
Census Bureau (such as the data for all households) is considered more accurate than data from the PUMS.

35 Note that 2020 data is not available. The percentage change in 2021 is the change between 2019 and 2021.

36 Note that 2020 data is not available. The percentage change in 2021 is the change between 2019 and 2021.
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Inflation-Adjusted Mean Household Income of Quintiles, and Year-to-Year Change, Renter

Households®" (2022 dollars)

Lowest Quintile 2nd Quintile 3rd Quintile 4th Quintile Highest Quintile
vear Average % Average % Average % Average % Average %
9 Change 9 Change 9 Change 9 Change 9 Change
2018 $9,433 -- $28,995 -- $57,338 -- $100,755 -- $257,518 --
2019 $9,560 1.4% $31,888 10.0% $62,685 9.3% $106,282 5.5% $268,809 4.4%
202138 $8,201 -14.2% $29,196 -8.4% $57,275 -8.6% $99,336 -6.5% $258,722 -3.8%
2022 $8,099 -1.2% $30,417 4.2% $60,784 6.1% $104,050 4.7% $270,564 4.6%
;g;z- -- -15.3% -- -4.6% -- -3.0% - -2.1% - 0.7%

Question 3: Can the employment data be expanded upon? Is there data on the number of NYC
residents with multiple jobs?

The 2024 Income & Affordability Study (I&A) reported employment statistics from the Current
Employment Statistics program, which surveys businesses within New York City and reports on
employment, by industry, as based on the location of the business (regardless of where the
employee lives). This is the most comprehensive monthly survey with respect to employment
within specific industries.

Other sources of employment data are the Local Area Unemployment Statistics program (LAUS,
conducted by the Bureau of Labor Statistics) and the Current Population Survey (CPS,
conducted by the U.S. Census Bureau for the Bureau of Labor Statistics).*® The LAUS provides
monthly data for NYC residents on the number of persons in the labor force, as well as the
number of those in the labor force who are either employed or unemployed. Note that because
both the LAUS and CPS survey the resident (and not the business), the number of employed
persons is not dependent on the number of jobs held. The number of unemployed persons as a
ratio of the labor force is the unemployment rate (as reported in the I&A). The table below
summarizes LAUS data for NYC from calendar year 2019 through 2023, including the change in
employment from year-to-year, and the change from 2019 to 2023.

Annual LAUS Statistics for NYC Residents, 2019-2023

Year Employed Unemployed | Labor Force UnemFE;Il?é/ment OEA)mC:)Ts;Sg
2019 4,092,300 168,700 4,261,000 4.0% -
2020 3,576,800 498,900 4,075,600 12.2% -12.6%
2021 3,676,400 413,900 4,090,300 10.1% 2.8%
2022 3,861,700 234,700 4,096,500 5.7% 5.0%
2023 3,935,400 216,500 4,151,900 5.2% 1.9%

37 Data for renter households is derived from the Public Use Microdata Sample (PUMS). Per the Census Bureau, Estimates generated using the
ACS Public Use Microdata Sample (PUMS) files will be slightly different from the pre-tabulated ACS estimates on data.census.gov because
PUMS data include only about two-thirds of the cases used to create estimates on data.census.gov, and contain additional edits and
modifications to protect respondent confidentiality. Due to these differences, the estimates provided directly from the Census Bureau (such
as the data for all households) is considered more accurate than data from the PUMS.

38 Note that 2020 data is not available. The percentage change in 2021 is the change between 2019 and 2021.

39 To read more about the difference between LAUS and CPS estimates of the labor force, refer to https://www.bls.gov/lau/notescps.htm.
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Change 2019-2023 -3.8%

The CPS also reports data on the labor force, but generally only publishes estimates for the U.S.
as a whole. In addition to providing estimates of the number of employed persons, the CPS also
provides estimates for the number of employed persons with more than one job. Comparing data
from January 2020, January 2023, and January 2024 for the nation as a whole, the proportion of
employed persons with more than one job stayed constant, at 5.0% in January 2020, 5.1% in
January 2023, and 5.0% in January 2024. While the CPS does not publish data for individual
geographies, it is possible to use Public Use Microdata files to calculate estimates for NYC from
CPS data. Note that due to small sample sizes, these estimates have a higher margin of error than
those for the U.S. as a whole and should be interpreted with caution.*® Per CPS data for NYC, the
proportion of NYC residents with multiple jobs in January 2020 was 3.9%; 2.9% in January 2023;
and 3.2% in January 2024. CPS data for the number of employed persons in NYC shows that the
estimated number of employed persons in NYC in January 2024 was 0.03% lower than in January
2020.

Note the change in the number of employed persons should be considered in relation to the
overall population. The table below summarizes Census Bureau estimates of the population in
NYC from April 2020 (the official decennial Census estimate) through July 2023 (from estimates
the Census Bureau publishes each July of population). As can be seen in the table below, the
population of NYC is estimated to have fallen 6.2% between April 2020 and July 2023 (including
those not in the labor force).

Population and Change, Census Bureau Estimates, New York City and Boroughs, April 1, 2020, and
July 1, 2020 to 2023*

Census Estimates Change
5 o Apr2020- | Jul2020- | Jul2021- | Jul2022 -
oroug Jul 2023 Jul 2021 Jul 2022 Jul 2023
Apr2020 | Jul 2020 Jul 2021 Jul 2022 Jul 2023 Nurmber Number | Number Number
(Percent) (Percent) | (Percent) (Percent)
NYC Total 8,804,190 | 8,740,292 | 8,462,216 | 8,335,798 | 8,258,035 -5ég,;)55 'QZ 2’2)7 6] - (2?‘5")1 8 _7(-7679?3
Bronx 1,472,654 | 1,461,151 | 1,424,084 | 1,381,808 | 1,356,476 | ' (1_3';)7 8 '3(_72'05?7 ":_23;207)6 '2(_51'383;2
Brooklyn 2,736,074 | 2,718,447 | 2,637,522 | 2,589,531 | 2,561,225 '1(7_2’2;"9 '?_03;902)5 ":_71'98?1 '2(_81'31(;6
-96,800 -99,177 16,488 2,908
Manhattan | 1,694,251 | 1,677,232 | 1,578,055 | 1,594,543 | 1,597,451 (5.7) (5.9 (1.0 0.2)
-153,268 -59,856 -50,450 -26,362
Queens 2,405,464 | 2,388,864 | 2,329,008 | 2,278,558 | 2,252,196 (6.4) (2.5 (2.2) (12)
Staten -5,060 -1,051 -2,189 -671
lsland 495,747 494,598 493,547 491,358 490,687 1.0 0.2) (0.4) (0.9)

40 CPS data at the local level will have substantially higher margins of error than the nationwide data reported by the BLS for the nation as a whole.
For instance, the BLS reports that the statewide unemployment rate for New York in 2022, per the CPS, was 4.4%, with a margin of error of
10.4% (https://www.bls.gov/opub/geographic-profile/
home.htm#gp22_141£.1). If the proportion of workers within NYS that held multiple jobs were calculated, it would likely have a very similar
margin of error. However, as the population of NYC is less than half that of NYS as a whole, the margin of error in NYC would be even higher,
however, that exact figure cannot be provided at this time.

4lhttps://www.nyc.gov/assets/planning/download/pdf/planning-level/nyc-population/population-estimates/current-population-estimates-2023.pdf
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Beginning in 2021, the NYC Housing and Vacancy Survey (HVS) also began asking respondents
how many jobs they held. Of those that are employed, 5.4% of respondents in the 2021 HVS
reported that they held more than one job. This includes 5.5% of those in renter households,
and 5.2% of those in owner-occupied households. The proportion in rent stabilized households,
5.9%, is higher than that in market rentals, 5.3%. Data from the 2023 HVS is not available at
this time.

Note that additional questions regarding data from the 2023 HVS will be addressed at a later
time. Those questions will be forwarded to the NYC Department of Housing Preservation and
Development (HPD) and if/when we receive data from HPD, Board members will be updated.

[END OF MEMO]

Buildings with Different Fuel and Utility Arrangements

The Board was also informed of the circumstances of buildings with different fuel and utility
arrangements including buildings that are master metered for electricity and that are heated
with gas versus oil (see Table 8). Under some of the Board's Orders in the past, separate
adjustments have been established for buildings in certain of these categories where there
were indications of drastically different changes in costs in comparison to the generally
prevailing fuel and utility arrangements. This year the Board did not make a distinction between
guidelines for buildings with different fuel and utility arrangements under Order 56.

Table 8

Changes in Price Index of Operating Costs for Apartments in Buildings with Various

Heating Arrangements, 2023-24, and Commensurate Rent Adjustment

2022-23 One-Year Rent Adjustment
Index Type Price Index Commensurate With
Change O & M to Income Ratio of .658
All Dwelling Units 3.9% 2.57%
Pre-1974 3.6% 2.37%
Post-1973 5.3% 3.49%
Oil Used for Heating 3.9% 2.57%
Gas Used for Heating 3.8% 2.50%

Note: The O&M to Income ratio is from the 2024 Income and Expense Study.
Source: 2024 Price Index of Operating Costs.

On April 23, 2024, the staff of the Rent Guidelines Board released a memo to Board
members with additional information concerning HP Action, HPD Housing Litigation, and
HPD Vacate Order Data. The memo follows:

[START OF MEMO]

In March, the staff of the NYC Rent Guidelines Board received a request from Board members
for the following data sets:
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e Data on HP Proceedings filed in Housing Court
Data on Vacate Orders issued by the NYC Department of Housing Preservation and
Development (HPD)

e Data on HPD litigation cases

The tables on the following four pages summarize the available data requested.

Table 1 summarizes HP Actions from 2002-2023, as reported on ST-30 reports produced by
NYC Housing Court. Per Housing Court, “If you have conditions or violations in your home which
need to be repaired, including lack of heat and hot water or lack of other services, or have other
emergency conditions, you may begin a proceeding against the landlord to force the landlord to
make repairs and correct building violations. This is called a HP proceeding.”*?

Table 2 summarizes HPD Housing Litigation Data, per NYC Open Data, from 2005 through the
first quarter of 2024. The table includes data both for buildings that were able to be matched to
2022 NYS Homes and Community Renewal (HCR) registration files (noted as “rent stabilized”)
and those that couldn’t be matched to HCR records (noted as “not rent stabilized). Data for 14
different types of litigation is presented, along with the proportion of buildings in each year that
were identified as either “rent stabilized” or “not rent stabilized.” Also included is the total number
of actions initiated by HPD and those initiated by tenants (who named HPD as a party to the
lawsuit). The definition of each type of litigation can be found at the bottom of the table.

Table 3 summarizes HPD Orders to Repair/Vacate Orders, per NYC Open Data, from 2012
through the first quarter of 2024. The table includes data both for buildings that were able to be
matched to 2022 HCR registration files (noted as “rent stabilized”) and those that couldn’t be
matched to HCR records (noted as “not rent stabilized). The table includes data on both vacate
orders for entire buildings, as well as partial vacate orders, for fire damage; habitability; and
illegal occupancy. Also included is the proportion of buildings in each year that were identified
as either “rent stabilized” or “not rent stabilized” and the proportion of buildings for which the
vacate order was later rescinded (current as of April 17, 2024).

2 https://www.nycourts.gov/courts/nyc/housing/startinghp.shtml
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Table 1: HP Actions Reported on ST-30 reports produced by NYC Housing Court

HP Action b HP Action b HP Action b

Year HPD ! Tenant ! Landlord ! Total

2002 2,897 8,376 0 11,273
2003 3,741 8,490 0 12,231
2004 4,112 7,236 184 11,532
2005 4,299 6,773 11,072
2006 4,534 7,322 11,857
2007 5,576 7,051 12,628
2008 6,201 6,098 122 12,421
2009 6,446 6,884 327 13,657
2010 6,419 7,715 173 14,307
2011 5,446 7,290 185 12,921
2012 4,660 6,751 358 11,769
2013 6,127 6,911 596 13,634
2014 6,245 6,747 418 13,410
2015 5,951 6,802 421 13,174
2016 3,429 9,562 16 13,007
2017 6,467 6,472 11 12,950
2018 5,407 7,741 9 13,157
2019 N/A N/A N/A 12,582
2020 N/A N/A N/A 6,301
2021 865 6,726 11 7,602
2022 1,132 8,724 0 9,856
2023 3,843 8,010 0 11,853

Source: ST-30 reports from the Civil Court of the City of New York
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Table 3: NYC Department of Housing Preservation and Devel t Order to Repair/Vacate Orders (per NYC Open Data, 2012-First Quarter 2024)

P

Entire Building — Partial Total (Entire % of %
Year Regulation Status i o nure i o ial |Building and| Rescinded
Dalr:rllraege Habitability OcIc"li?:rlmcy Bl_:_':;::g Dalr:::ge Habitability OcIc":s:rlmcy P‘?:tlaall Partial) Total (of Total)*
Not Rent Stabilized 22 36 3 61 81 10 189 280 341 63.5% 36.1%
2012 Rent Stabilized 7 2 0 9 173 4 10 187 196 36.5% 40.3%
Total 29 38 3 70 254 14 199 467 537 100% 37.6%
Not Rent Stabilized 30 35 6 71 102 5 210 317 388 67.8% 27.3%
2013 Rent Stabilized 6 3 1 10 161 1 12 174 184 32.2% 20.7%
Total 36 38 7 81 263 6 222 491 572 100% 25.2%
Not Rent Stabilized 23 64 5 92 73 10 235 318 410 69.7% 37.8%
2014 Rent Stabilized 4 7 0 11 150 4 13 167 178 30.3% 39.3%
Total 27 71 5 103 223 14 248 485 588 100% 38.3%
Not Rent Stabilized 28 46 2 76 75 8 229 312 388 69.2% 45.4%
2015 Rent Stabilized 7 2 0 9 143 0 21 164 173 30.8% 75.1%
Total 35 48 2 85 218 8 250 476 561 100% 54.5%
Not Rent Stabilized 28 45 2 75 56 5 207 268 343 64.6% 32.7%
2016 Rent Stabilized 10 0 0 10 147 1 30 178 188 35.4% 51.6%
Total 38 45 2 85 203 6 237 446 531 100% 39.4%
Not Rent Stabilized 16 26 6 48 88 3 257 348 396 64.2% 43.2%
2017 Rent Stabilized 11 1 0 12 196 2 11 209 221 35.8% 86.4%
Total 27 27 6 60 284 5 268 557 617 100% 58.7%
Not Rent Stabilized 16 20 2 38 101 8 270 379 417 65.0% 42.4%
2018 Rent Stabilized 12 1 0 13 183 4 25 212 225 35.0% 88.4%
Total 28 21 2 51 284 12 295 591 642 100% 58.6%
Not Rent Stabilized 32 15 2 49 99 8 225 332 381 67.8% 40.2%
2019 Rent Stabilized 3 1 0 4 162 4 11 177 181 32.2% 86.7%
Total 35 16 2 53 261 12 236 509 562 100% 55.2%
Not Rent Stabilized 17 9 1 27 82 5 151 238 265 59.0% 37.4%
2020 Rent Stabilized 4 0 0 4 171 2 7 180 184 41.0% 88.6%
Total 21 9 1 31 253 7 158 418 449 100% 58.4%
Not Rent Stabilized 12 18 1 31 98 10 223 331 362 62.6% 34.8%
2021 Rent Stabilized 11 0 0 11 192 7 6 205 216 37.4% 83.8%
Total 23 18 1 42 290 17 229 536 578 100% 53.1%
Not Rent Stabilized 25 24 0 49 94 8 196 298 347 58.4% 32.3%
2022 Rent Stabilized 6 2 0 8 222 4 13 239 247 41.6% 73.7%
Total 31 26 0 57 316 12 209 537 594 100% 49.5%
Not Rent Stabilized 23 19 2 44 88 28 235 351 395 63.2% 18.7%
2023 Rent Stabilized 9 0 0 9 210 5 6 221 230 36.8% 46.5%
Total 32 19 2 53 298 33 241 572 625 100% 29.0%
o Not Rent Stabilized 8 5 0 13 18 2 60 80 93 63.3% 4.3%
2024 Rent Stabilized 3 0 0 3 46 1 4 51 54 36.7% 20.4%
Total 11 5 [ 16 64 3 64 131 147 100% 10.2%

*Current as of April 17, 2024

Notes: "Rent Stabilized" buildings are buildings that contain at least one stabilized unit. "Not Rent Stabilized" buildings are any buildings that did not match, based on
the BBL registered with HCR, with the 20222 HCR building registration file. HPD issues an Order to Repair/Vacate Order when a property is uninhabitable (either in part or
as a whole) due to physical conditions, including lack of essential services, lack of appropriate egress, fire damage, illegal occupancy or other serious maintenance
conditions. Orders are posted at the building in addition to being mailed to the registered property owner and filed with the County Clerk’s Office. The conditions to be
corrected and apartments affected by the Order are listed on the Order. Each record represents an instance where a vacate was issued by HPD.

Source: https://data.cityofnewyork.us/Housing-Development/Order-to-Repair-Vacate-Orders/tb8g-a3ar/about_data and 2022 HCR Building Registration File

[END OF MEMO]

On April 29, 2024, the staff of the Rent Guidelines Board released a memo to Board
members with additional information concerning 2024 changes to housing laws. The
memo follows:

[START OF MEMO]

As part of the New York State budget approved in April 2024, new and amended housing laws
were enacted, some of which impact buildings with rent stabilized units. In addition, “good
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cause” protections for other types of rental units were enacted, as well as programs supporting
construction of new housing. Since it appears no State or City agency has publicly released a
summary of the changes to the law, the following synopsizes changes to the law based on our
reading of news and law firm websites.

Individual Apartment Improvements for Rent Stabilized Apartments
Good Cause Protections

Affordable Neighborhoods for New Yorkers (485-x) Replaces 421-a
Affordable Housing from Commercial Conversions (467-m)
Extension for Vested 421-a (16) Projects

Office to Residential Conversions

Lifting of Housing Density Limitations

Individual Apartment Improvements for Rent Stabilized Apartments

The budget includes certain changes to Individual Apartment Increases (“IAls”) for rent
stabilized apartments. The changes establish a two-tier system for |Als which takes effect on
or about six months after passage of the law.

Tier One:

e Increases the cap on aggregate cost of IAls to $30,000 per apartment performed in a
15-year period, beginning with the first IAl after June 14, 2019. Places no limit on the
number of separate IAls in the 15-year period.

e The Tier One IAl increase is permanent and available for vacant apartments as well as
for occupied apartments with written consent in the tenant’s primary language.

e Maintains the HSTPA's IAl increase of 1/180th of the IAl cost for buildings with more
than 35 apartments and 1/168th of the IAl cost for buildings with 35 or fewer
apartments. Accordingly:

o For a building with more than 35 apartments, the maximum Tier One IAl rent
increase is $166.67 per month (1/180th of $30,000).

o For a building with 35 or fewer apartments, the maximum Tier One IAl increase
is $178.57 per month (1/168th of $30,000).

Tier Two:

e Increases the cap on aggregate cost of IAls to $50,000 performed in a 15-year period,
beginning with the first IAl after June 14, 2019.

o Tier Two IAl increases are permanent and are only available for vacant apartments.

o Eligibility for the Tier Two increase requires that one of the following two criteria be
satisfied, along with receipt of prior certification from DHCR (“the Tier Two Eligibility
Criteria”):

o The apartment must have been timely registered as “vacant” by no later than
December 31st in each of 2022, 2023 and 2024. A landlord may recover costs
no more than once under this criterion.

o The apartment is vacant following a period of continuous occupancy of at least
25 years that occurred immediately prior to the commencement of the IAl. There
is no limit on the number of separate |Als in the 15-year period under this
criterion.

-OR-
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The IAl increase is increased to 1/156th of the 1Al cost for buildings with more than 35
apartments and 1/144th of the IAl cost for buildings with 35 or fewer apartments.
Accordingly:
o For a building with more than 35 apartments, the maximum Tier Two IAl
increase is $320.51 per month (1/156th of $50,000).
o For a building with 35 or fewer apartments, the maximum Tier Two IAl increase
is $347.22 per month (1/144th of $50,000)
Immediately subsequent to undertaking the IAl, the landlord must submit to DHCR any
evidence of the work that DHCR deems necessary and must pay a fee equaling 1% of
the amount claimed for the IAI.
An owner will be ineligible for the Tier Two IAl increase if, within the five-year period
prior to filing, any unit within any building owned by any partial or beneficial owner of
the building in which the IAl unit is located has been subject to a treble damages award
or harassment determination.

The new IAl provisions require DHCR to promulgate new rules and operational bulletins to
effectuate the provisions.

Good Cause Protections

Good Cause Protections take immediate effect in New York City. The law will subject
otherwise unregulated residential apartments to a new form of rent and eviction regulation. At
its core, the law requires landlords and owners of covered properties who seek to remove a
residential tenant to establish one of the statute’s so-called “good cause” grounds.

Owners of covered properties are not permitted to evict their tenants for failure to pay
outstanding rent that resulted from an “unreasonable” rent increase or for failure to
renew an expiring lease that contains an unreasonable rent increase. Rent increases
above the lower of 10 percent or the annual percentage change in Consumer Price
Index (“CPI”) plus five percentage points are presumed to be unreasonable.

Among other grounds for “good cause” evictions in the law are: where the tenant has
violated a substantial obligation of their tenancy which they have failed to cure; where
the tenant is committing a nuisance; where the tenant is using the premises for an
illegal purpose; and where the owner seeks in good faith to recover possession of the
apartment either for personal use, to withdraw it from the rental market, or to demolish
it.

Among others, exclusions from the Good Cause Eviction Law include:

o Units owned by “small landlords,” defined as those who own 10 or fewer units.
Where a building is owned by an entity, the statute provides that no one natural
person with a direct or indirect ownership can own more than 10 units in order
to qualify for this exemption;

o Units already covered by state or federal rent regulation;

o Units within cooperative and condominium buildings;
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o Certain luxury units where the rent is 245 percent of the geographic Fair Market
Rent as published by HUD;

o Units in buildings issued a certificate of occupancy after January 1, 2009 (for a
period of 30 years);

o Affordable housing units; and

o Hotel rooms and other transient use Class B multiple dwellings.

Beginning 120 days after the statute was enacted, all landlords must append a notice to each
vacancy and renewal lease setting advising tenants of whether they are covered by the Good
Cause Eviction Law and their rights thereunder.

Affordable Neighborhoods for New Yorkers (485-x) Replaces 421-a

The 485-x program will provide substantial exemptions from real property taxes for new
construction projects and eligible conversions. Unlike 421-a, its previous iteration, many of the
requirements are dependent on the size of the project. Those exemptions come with
affordability requirements, construction wage requirements, and other provisions that balance
multiple interests.

Construction wage requirements for projects over 100 units, including:
o For projects over 150 units in certain geographic areas, one of two options exist,
depending on the location of the project:
= The lesser of (i) an hourly wage of $72.45, increasing 2.5% every tax year
after 7/1/2025, or (ii) 65% of the greatest prevailing wage.
= The lesser of (i) an hourly wage of $63.00, increasing 2.5% every tax year
after 7/1/2025, or (ii) 60% of the greatest prevailing wage.
o For projects over 100 units, that are not subject to the restrictions set forth
above, the construction wage requirements set forth an hourly wage of $40.00,
increasing 2.5% every tax year after 7/1/2025

Affordability requirements for projects vary on the size and location of the projects are
as follows:

o OPTION A: Up to a three- to five-year construction exemption benefit at 100%
exemption, and a 35- or 40-year 100% exemption thereafter

= Rental projects of 150+ units in certain geographic areas: 25% of units at
60% AMI, with no more than three income bands, where no income
band exceeds 100% AMI; and

= Rental projects of 100+ units, where not restricted as above: 25% of
units at 80% AMI, with no more than three income bands averaging 80%
or less, where no income band exceeds 100% AMI.

o OPTION B: Up to a three-year construction exemption benefit at 100%
exemption, a 25-year 100% exemption thereafter, and a benefit equal to the
percentage of affordable units for the final 10 years thereafter.

= Applies to rental projects that contain 6-99 units: 20% of units at 80%
AMI, with no more than three income bands averaging 80% or less,
where no income band exceeds 100% AMI.
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o OPTION C: Up to a three-year construction exemption benefit at 100%
exemption, and a 10-year 100% exemption thereafter.
= Applies to rental projects containing 6-11 units, not in Manhattan; and
= No specified affordability requirements, but requires 50% of all units be
subject to rent stabilization.

o OPTION D: For homeownership projects, not in Manhattan, that have assessed
values of under $89 per square foot. The projects are given up to a three-year
construction exemption benefit at 100% exemption, a 14-year 100% exemption
thereafter, and a 25% exemption for the final six years.

Affordable Housing from Commercial Conversions (467-m)

The legislation also provides a new tax incentive for conversions of commercial space to new
residential dwellings. The benefit runs up to 35 years, and provides enhanced incentives for
those projects located in Manhattan south of 96th Street (the “Manhattan Prime Development
Area” or “MPDA”).

The overall benefits and requirements are similar to 485-x. 25% of all units must be affordable
(5% of those units must be 40% AMI, the weighted average cannot exceed 80% AMI, there
must be less than 3 total income bands, and no income band may exceed 100% AMI).

Eligible projects in the MPDA are granted a 100% exemption for up to three years during the
construction period, and a 90% exemption of real property taxes for all but the final five years,
which phase out 10% for each year.

Eligible projects outside of the MPDA are granted a 100% exemption for up to three years
during the construction period, and a 65% exemption of real property taxes for all but the final
five years, which phase out 10% for each year.

Projects which commence before July 1, 2026 receive a 35-year benefit, projects commencing
before July 1, 2028 receive a 30 year benefit, and projects commencing before July 1, 2031
receive a 25 year benefit.

Extension for Vested 421-a (16) Projects

The budget extends the 421-a completion date to June 15, 2031 for new construction or
eligible conversions that commenced on or before June 15, 2022. The 421-a is not available
for projects that opted into 421-a Affordability Option C or Option G. Additionally, applicants
to 421-a seeking an extension must submit a form (dubbed a “Letter of Intent”) within 90 days
of the date the form is made available on HPD’s website.

Office to Residential Conversions

Conversion projects must deliver 25 percent of units at a weighted average of 80 percent AMI,
with a band at 5 percent of units at 40 percent AMI.

The tax incentive is structured to provide a 90 percent discount off the effective residential tax
rate with the following benefit durations:
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o A 35-year benefit is available if filed AND receive a permit by June 30, 2026
o A 30-year benefit is available if filed AND receive a permit by June 30, 2028
o A 25-year benefit is available if filed AND receive a permit by June 30, 2031

Lifting of Housing Density Limitations

Eliminates the 12 Floor Area Ratio (FAR) cap (i.e., the ratio of the building’s square footage to
the size of the lot on which it is built) on new residential developments meeting certain
requirements, including, among others:

e Certain minimum percentages of new units are subject to permanent affordability
requirements

e Such new buildings cannot be located within a historic district or on the same zoning
lot as a building subject to the Loft Law

e Compliance with relocation/compensation requirements for existing tenants in buildings
to be demolished for construction of new over-12 FAR buildings

e Compliance with "Certificate of No Harassment" requirements under existing city law

[END OF MEMO]

Adjustments for Units in the Category of Buildings
Covered by Article 7-C of The Multiple Dwelling Law (Lofts)

Section 286, subdivision 7 of the Multiple Dwelling Law states that the Rent Guidelines Board
"shall annually establish guidelines for rent adjustments for the category of buildings covered
by this article." In addition, the law specifically requires that the Board "consider the necessity
of a separate category for such buildings, and a separately determined guideline for rent
adjustments for those units in which heat is not required to be provided by the owner and may
establish such separate category and guideline."

The increase in the Loft PIOC this year was 8.6%, less than the increase of 9.0% in 2023.
Increases in costs were seen in all eight components that make up this index. Insurance Costs
saw the highest proportional increase, rising by 21.7%, followed by Administration Costs-
Legal, which rose by 7.6%. The remaining six components all rose by lesser proportions,
including Labor Costs, which rose by 4.2%; Administrative Costs-Other, 3.9%; Maintenance,
3.4%; Taxes, 3.2%:; Utilities, 3.0%; and Fuel, 0.8%. Note that historically Administrative Costs
in the Loft Index has been split into two components — Administrative Costs-Legal and
Administrative Costs-Other. Therefore, the Loft PIOC has eight components.

This year's guidelines for lofts are for a one-year period 2.75% and for a two-year period 5.25%.

Table 9

Changes in the Price Index of Operating Costs for Lofts from 2023-24
Loft Price Index Change

All Buildings 8.6%
Source: 2024 Price Index of Operating Costs.
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Special Guidelines for Vacancy Decontrolled Units
Entering the Stabilized Stock

Pursuant to Section 26-513(b) of the New York City Administrative Code, as amended, the
Rent Guidelines Board establishes a special guideline in order to aid NYS Homes and
Community Renewal in determining fair market rents for housing accommodations that enter
the stabilization system. This year, the Board set the guidelines at 49% above the maximum
base rent.

The Board concluded that for units formerly subject to rent control 49% above the maximum
base rent was a desirable minimum increase.

On June 10, 2024, the staff of the Rent Guidelines Board released a memo to Board
members with additional information concerning the calculation of the Special Guideline
and Decontrolled Units Guideline for Apartment and Loft Order #56. The memo follows:

[START OF MEMO]

One element of our upcoming final vote is the Special Guideline, which is the amount authorized
in additional rent over the Maximum Base Rent when a unit converts from rent control to rent
stabilization on the turnover of a tenant (as 183 units did in 2023, per data from NYS Homes and
Community Renewal). Over the past several Orders, the Board has set the Special Guideline
based on the difference between the median rent control rent and the median rent stabilized rent
as reported in the NYC Housing and Vacancy Survey (HVS).

In the proposed guidelines for Order #56 that the Board adopted on April 30, 2024, the Board
authorized an increase of 27%, which was the amount authorized in the previous two Orders.
Basing this year’s Special Guideline in a manner consistent with the methodology of previous
Orders and using data from the 2023 HVS would yield a 49% increase this year. Please note
that in previous years the median rent stabilized rent for all buildings was used. The HVS now
calculates the median rent for stabilized units in buildings built prior to 1974. Since rent control
units are located in pre-74 buildings, the median rent stabilized rent for units built prior to 1974
was used in calculating the percentage difference of 49%.

[END OF MEMO]

INCREASE FOR UNITS RECEIVING PARTIAL TAX EXEMPTION PURSUANT TO
SECTION 421-A AND 423 OF THE REAL PROPERTY TAX LAW

The guideline percentages for 421-a and 423 buildings were set at the same levels as for
leases in other categories of stabilized apartments.
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This Order does not prohibit the inclusion of the lease provision for an annual or other periodic
rent increase over the initial rent at an average rate of not more than 2.2 per cent per annum
where the dwelling unit is receiving partial tax exemption pursuant to Section 421-a of the Real
Property Tax Law. The cumulative but not compound charge of up to 2.2 per cent per annum
as provided by Section 421-a or the rate provided by Section 423 is in addition to the amount
permitted by this Order.

Votes

The votes of the Board on the adopted motion pertaining to the provisions of Order #56 were
as follows:

Yes No Abstentions
Guidelines for Apartment Order #56 5 4 -

Dated: June 17, 2024
Filed with the City Clerk: June 25, 2024

Nestor Davidson
Chair
NYC Rent Guidelines Board
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NEW YORK CITY RENT GUIDELINES BOARD
2024 Hotel Order #54

June 17, 2024

Order Number 54 - Hotels, Rooming Houses, Single Room Occupancy Buildings
and Lodging Houses. Rent levels to be effective for leases commencing October 1,
2024 through September 30, 2025.

NOTICE IS HEREBY GIVEN PURSUANT TO THE AUTHORITY VESTED IN THE
NEW YORK CITY RENT GUIDELINES BOARD BY THE RENT STABILIZATION LAW
OF 1969, as amended, and the Emergency Tenant Protection Act of 1974, as amended
and implemented by Resolution No. 276 of 1974 of the New York City Council, and in
accordance with the requirements of Section 1043 of the New York City Charter, that
the Rent Guidelines Board hereby adopts the following levels of fair rent increases over
lawful rents charged and paid on September 30, 2024.

APPLICABILITY

This order shall apply to units in buildings subject to the Hotel Section of the Rent
Stabilization Law (Sections 26-504(c) and 26-506 of the N.Y.C. Administrative Code),
as amended, or the Emergency Tenant Protection Act of 1974 (L.1974, c. 576 §4
[§5(a)(7)]). With respect to any tenant who has no lease or rental agreement, the level
of rent increase established herein shall be effective as of one year from the date of the
tenant's commencing occupancy, or as of one year from the date of the last rent
adjustment charged to the tenant, or as of October 1, 2024, whichever is later. This
anniversary date will also serve as the effective date for all subsequent Rent Guidelines
Board Hotel Orders, unless the Board shall specifically provide otherwise in the Order.
Where a lease or rental agreement is in effect, this Order shall govern the rent increase
applicable on or after October 1, 2024 upon expiration of such lease or rental
agreement, but in no event prior to one year from the commencement date of the
expiring lease, unless the parties have contracted to be bound by the effective date of
this Order.

RENT GUIDELINES FOR HOTELS, ROOMING HOUSES, SINGLE ROOM
OCCUPANCY BUILDINGS AND LODGING HOUSES

Pursuant to its mandate to promulgate rent adjustments for hotel units subject to the
Rent Stabilization Law of 1969, as amended (§26-510(e) of the N.Y.C Administrative
Code), the Rent Guidelines Board hereby adopts the following rent adjustments:

The allowable level of rent adjustment over the lawful rent actually charged and paid on
September 30, 2024 shall be:
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1) Residential Class A (apartment) hotels - 0%

2) Lodging houses - 0%
3) Rooming houses (Class B buildings
containing less than 30 units) - 0%
4) Class B hotels - 0%
5) Single Room Occupancy buildings
(MDL section 248 SRO's) - 0%
ADDITIONAL CHARGES

It is expressly understood that the rents collectible under the terms of this Order are
intended to compensate in full for all services provided without extra charge on the
statutory date for the particular hotel dwelling unit or at the commencement of the
tenancy if subsequent thereto. No additional charges may be made to a tenant for such
services, however such charges may be called or identified.

STATEMENT OF BASIS AND PURPOSE

The Rent Guidelines Board is authorized to promulgate rent guidelines governing hotel
units subject to the Rent Stabilization Law of 1969, as amended, and the Emergency
Tenant Protection Act of 1974, as amended. The purpose of these guidelines is to
implement the public policy set forth in Findings and Declaration of Emergency of the
Rent Stabilization Law of 1969 (§26-501 of the N.Y.C. Administrative Code) and in the
Legislative Finding contained in the Emergency Tenant Protection Act of 1974 (L.1974
c. 576, §4 [§2]).

Dated: June 17, 2024

Nestor Davidson, Chair
New York City Rent Guidelines Board
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EXPLANATORY STATEMENT - HOTEL ORDER #54

Explanatory Statement and Findings of the Rent Guidelines Board
in Relation to 2024-25 Lease Increase Allowances for Hotels
under the Jurisdiction of the Rent Stabilization Law

Explanatory Statement and Findings of the Rent Guidelines Board Concerning Increase
Allowances for Hotel Units Under the Jurisdiction of the Rent Stabilization Law, Pursuant to
Hotel Order Number 54, Effective October 1, 2024 through and including September 30,
2025.%

Pursuant to the authority vested in it by the Rent Stabilization Law of 1969 and the Emergency
Tenant Protection Act of 1974, implemented by Resolution Number 276 of 1974 of the New
York City Council, and extended by the Housing Stability and Tenant Protection Act of 2019, it
is the responsibility of the Rent Guidelines Board to establish guidelines for hotel increases.
Hotel Order Number 54, adopted on June 17, 2024, applies to stabilized hotel units occupied
by non-transient tenants.

Hotel Order Number 54 provides for an allowable increase of 0% over the lawful rent actually
charged and paid on September 30, 2024 for rooming houses, lodging houses, Class B hotels,
single room occupancy buildings, and Class A residential hotels. The Order does not limit
rental levels for commercial space, non-rent stabilized residential units, or transient units in
hotel stabilized buildings during the guideline period. The Order also provides that for any
dwelling unit in a hotel stabilized building which is voluntarily vacated by the tenant thereof, the
rent charged for a new tenancy may not exceed the rent charged on September 30, 2024.

DEFINITIONS

For the purpose of determining the appropriate classification of a hotel stabilized unit, the
Board has set its definitions as follows:

e Residential hotels are “apartment hotels” which are designated as Class A multiple
dwellings on the Certificate of Occupancy.

e Rooming houses are Class B multiple dwellings having fewer than thirty sleeping rooms
as defined in Section 4(13) of the Multiple Dwelling Law.

¢ A single room occupancy building is a Class A multiple dwelling which is either used in
whole or in part for single room occupancy or as a furnished room house, pursuant to
Section 248 of the Multiple Dwelling Law.

¢ A CClass B hotel is a hotel, which carries a Class B Certificate of Occupancy and
contains units subject to rent stabilization.

e Lodging houses are those buildings designated as lodging houses on the Certificate of
Occupancy.

43 This Explanatory Statement explains the actions taken by the Board on individual points and reflects the general views of those
voting in the majority. It is not meant to summarize all viewpoints expressed.
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BACKGROUND

The Board issued Order No. 54 following seven public meetings, and four public hearings, as
well as the Board’s review of written, oral and video submissions provided by the public and a
review of research and memoranda prepared by the Board’s staff.

Public meetings of the Board were held on March 28, April 11, 18 and 25, and May 23, 2024,
following public notices. On April 30, the Board adopted proposed rent guidelines for hotels,
apartments, and lofts.

Four public hearings were held on May 30, June 3, June 5 and June 11, 2024. The hearings
were held from 5:15 p.m. to 8:00 p.m. on May 30; 5:30 p.m. to 9:45 p.m. on June 3; 5:20 p.m.
to 9:45 p.m. on June 5; and 5:20 p.m. to 8:35 p.m. on June 11. The Board heard testimony
from approximately one hotel tenant and tenant representatives, no hotel owners, and one
public official. In addition, the Board received approximately two written, oral and video
submissions from tenants and tenant representatives, no hotel owners, and no public officials.
On June 17, 2024, the Board adopted guidelines set forth in Hotel Order Number 54.

Selected Oral and Written Testimony from Tenants and Tenant Groups:

- “Unfortunately, the poor conditions that SRO tenants have faced in the past remain
unchanged: SRO tenants continue to struggle while buildings designated for residential use by
rent-stabilized tenants are increasingly used for other purposes which generate significant
profits in these buildings. This is further coupled by the recent inflation crisis, which heavily
impacts people on fixed incomes. Considering that a disproportionate amount of people on
fixed income live in SROs, SRO tenants are heavily impacted by high inflation. As a result, we
hope our testimony today will compel the Board to vote for a 0% rent increase for tenants of
SROs again this year.”

- “Considering the minimal living conditions, it should come as no surprise that SROs are
housing of last resort for low-income people who would otherwise be homeless. It is often the
only form of housing that low-income New Yorkers can afford. Thousands of hard-working
people as well as a disproportionate number of elderly and disabled people call an SRO their
home. If the economic situation is difficult for low-income New Yorkers, it is dire for most
residents of SRO because they are a historically marginalized and vulnerable population. Many
rely on SSlI, disability pensions, food stamps and other similar resources as their sole source of
income.”

- “Tenants seeking assistance from our office routinely report incomes as lower than
$10,000 per year. For many, the affordability of their SRO home means the difference between
having a roof over their head and being homeless. With vacancy rates in apartments during
2014 costing below $800 at just 1.8% and homelessness at a nightly average of nearly 60,000,
the City cannot afford to increase rents on what is one of the last sources of truly affordable
housing for low-income New Yorkers.”

- “SRO owners are making profits by both legally, and illegally, renting out rent-stabilized
units to tourists on a nightly or weekly basis, depending on the classification, zoning, and fire-
code regulations that apply to the building. Some SRO Hotels are lawfully permitted to offer
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transient rentals, but the vast majority never inform their guests that the rooms are subject to
rent stabilization, and the guest has a right to become a permanent tenant. Although the
strengthening of the law prohibiting illegal hotels in 2010 and increased enforcement have
helped curb the practice of transient rentals to a certain extent, many SRO owners continue to
skirt the law and charge exorbitant rates for rooms that have legal rents that would be
affordable for low-income New Yorkers. In 2021 alone, the Mayor’s Office of Special
Enforcement issued 2,760 violations for illegal short-term of SRO units.”

Selected Oral and Written Testimony from Owners and Owner Groups:
- None submitted.
Selected Oral and Written Testimony from Public Officials:

- “l also want to advocate zero increase for renters in SRO and Rooming Houses.”

MATERIAL CONSIDERED BY THE BOARD

In addition to oral and written testimony presented at its public meetings and hearings, the
Board’s decision is based upon material gathered from the 2024 Price Index of Operating
Costs and 2024 Hotel Report, prepared by the staff of the Rent Guidelines Board, reports and
testimony submitted by owner and tenant groups relating to the hotel sector, and reports
submitted by public agencies. The Board heard and received written testimony from invited
guest speakers on April 25, 2024. Guest speakers representing hotel tenants included Larry
Wood from the Goddard Riverside Law Project.

FINDINGS OF THE RENT GUIDELINES BOARD

Rent Guidelines Board Research

The Rent Guidelines Board based its determination on its consideration of the oral and written
testimony noted above, as well as upon its consideration of statistical information prepared by

the RGB staff set forth in these findings and the following reports:

1. 2024 Mortgage Survey Report, April 2024 (an evaluation of recent underwriting
practices, financial availability and terms, and lending criteria);

2. 2024 Income and Affordability Study, April 2024 (including employment trends, housing
court actions, changes in eligibility requirements and public benefit levels in New York City);

3. 2024 Price Index of Operating Costs, April 2024 (measuring the price change for a

market basket of goods and services which are used in the operation and maintenance
of stabilized hotels);
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4. 2024 Hotel Report, May 2024 (including data on rent stabilized hotels derived from NYS
Homes and Community Renewal registration files, illegal hotel violations, and the
number of Certifications of No Harassment);

5. 2024 Housing Supply Report, May 2024 (including information new housing construction
measured by certificates of occupancy in new buildings and units authorized by new
building permits, tax abatement and exemption programs, and cooperative and
condominium conversion and construction activities in New York City); and

6. Changes to the Rent Stabilized Housing Stock in NYC in 2023, May 2024 (quantifying
events that lead to additions to and subtractions from the rent stabilized housing stock).

The six reports listed above may be found in their entirety on the RGB’s website,
www.nyc.gov/rgb, and are also available at the RGB offices, 1 Centre St., Suite 2210, New
York, NY upon request.

Price Index of Operating Costs for Rent Stabilized Hotel Units

The Hotel Price Index includes separate indices for each of three categories of hotels that
contain rent stabilized units (due to their dissimilar operating cost profiles) and a general index
for all Hotels that includes all three. The three categories of hotels are: 1) “Traditional” Hotels
— Class A multiple dwellings that have amenities such as a front desk, maid or linen services;
2) Rooming Houses — Class B multiple dwellings other than a hotel with thirty or fewer
sleeping rooms; and 3) Single Room Occupancy (SROs) hotels — Class A multiple dwellings
which are either used in whole or in part for single room occupancy or as a furnished room
house.

The Hotel Price Index for all hotels that contain rent stabilized units increased by 3.3% this
year, compared to the rise of 8.3% in 2023. There were increases in five of the seven Hotel
PIOC components. The Insurance component had the highest proportional increase, rising by
21.7%, but accounts for just 7.2% of the index. More moderate increases were seen in Labor
(4.2%), Taxes (3.7%), Administrative Costs (3.5%) and Maintenance (1.8%). In contrast, Fuel
declined by 4.1% and Utilities declined by 0.4%. See the table below for changes in costs and
prices for all hotels that contain rent stabilized units from 2023-2024.

Among the different categories of Hotels, the index for “Traditional” Hotels increased by 3.9%,
Rooming Houses by 2.5%, and SROs by 3.2%.

Percent Change in the Components of the Price Index of Operating Costs
April 2023 to March 2024, By Hotel Type and All Hotels

o “Traditional” Rooming
Item Description All Hotels Hotel House SRO
TAXES 3.7% 4.9% 0.9% 3.4%
LABOR COSTS 4.2% 3.9% 4.9% 5.0%
FUEL -4.1% -3.8% -5.7% -4.0%
UTILITIES -0.4% 1.8% -3.8% 0.6%
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MAINTENANCE 1.8% 1.7% 2.3% 1.7%
ADMINISTRATIVE COSTS 3.5% 3.1% 4.5% 4.2%
INSURANCE COSTS 21.7% 21.7% 21.7% 21.7%
ALL ITEMS 3.3% 3.9% 2.5% 3.2%

Source: 2024 Price Index of Operating Costs

Changes in Housing Affordability

Per the 2024 Income and Affordability Study, economic and social indicators in NYC in 2023
showed both strengths and weaknesses as compared with the preceding year. Positive
indicators (on an annual average basis) include rising employment levels within NYC
businesses, an increase of 2.6% in 2023.* The unemployment rate for NYC residents also fell,
down 0.5 percentage points from 2022, to 5.2%.* Gross City Product (GCP) is also forecasted
to increase, rising in inflation-adjusted terms by 2.6% in 2023.%¢ Inflation in the NYC metro area
also rose at a slower level than in 2022, rising 3.8%, down from 6.1% in the prior year.*’

Negative indicators (on an annual average basis) include average wages and total wages
earned within NYC, which both decreased in real terms in the most recent 12-month period,
falling by 6.1% and 2.6%, respectively. Average wages also fell in nominal terms, by 1.8%,
although total wages rose by 1.9% in nominal terms.*® Primarily driven by asylum-seekers
entering NYC, sheltered homeless levels (as reported by the NYC Department of Homeless
Services (DHS)) rose significantly, increasing 54.9%. Excluding asylum-seekers, sheltered
homeless levels also rose, but at a slower rate, 9.5%.° Public benefit caseloads also rose in
2023, with the average number of public assistance recipients rising by 12.7%; Supplemental
Nutrition Assistance Program (SNAP) recipients rising by 1.3%; and Medicaid enrollees rising
by 5.1%.% There was also an increase in non-payment filings and non-payment calendared
cases in Housing Court, which rose by 23.5% and 34.5%, respectively.”’ The number of
residential evictions also rose, increasing 195.4%, to reach 12,139 in 2023.% Personal
bankruptcy filings in NYC also rose for the first time in four years, increasing 36.7 %, and the
poverty rate rose 0.3 percentage points in 2022 (the latest available data), to 18.3%.>

As compared to 2019 (the last full year preceding the pandemic), economic and social
indicators are mixed. As compared to 2019, in 2023 the unemployment rate is 1.2 percentage
points higher, despite overall employment levels that are 0.4% higher. Initial unemployment

44 NYS Dept. of Labor; http://dol.ny.gov; Data accessed March 2024. Data is revised annually and may not match data reported in
prior years.

4 NYS Dept. of Labor; http://dol.ny.gov; Data accessed March 2024. Data is revised annually and may not match data reported in
prior years.

46 Data from the Office of the NYC Comptroller as of March, 2024. GCP data through 2022 is computed by the U.S. Bureau of
Economic Analysis (BEA).

47 U.S. Bureau of Labor Statistics. Consumer Price Index, all items in New York-Newark-Jersey City, NY-NJ-PA, all urban
consumers, not seasonally adjusted.

48 NYS Dept. of Labor; http://dol.ny.gov; Data accessed March 2024. Data is revised annually and may not match data reported in
prior years.

49 Data from NYC Department of Homeless Services via the Dynamic Mayor’s Management Report and the Office of the NYC
Comptroller. Data current as of April 2024.

50 New York City Human Resources Administration. HRA Charts: http://www.nyc.gov/html/hra/html/facts/charts.shtml.

51 8T-30 reports from the Civil Court of the City of New York.

52 NYC Department of Investigation, Bureau of Auditors data.

53 Administrative Office of the U.S. Courts: https://www.uscourts.gov/ statistics-reports/caseload-statistics-data-tables.

54U.8. Census Bureau’s data site: http://data.census.gov.

54



claims are 9.8% higher, cash assistance caseloads are 43.1% higher, and SNAP caseloads are
13.6% higher. But both inflation-adjusted average and total wages are higher, by 3.5% and
2.7%, respectively. Including asylum-seekers, DHS sheltered homeless levels are 34.8%
higher (but excluding asylum-seekers, they are 13.3% lower). In Housing Court, non-payment
filings are 24.8% lower and non-payment calendared cases are 24.4% lower. Residential
evictions are also 28.6% lower.

The most recent quarter for which there is comprehensive data is the fourth quarter of 2023. As
compared to the fourth quarter of 2022, positive indicators include employment levels, up
1.1% percentage points as compared to 2022; and SNAP caseloads, down 0.1%. Negative
indicators include the unemployment rate, up 0.1 percentage points as compared to 2022;
Medicaid enrollees, up 8.6%; DHS sheltered homeless levels, up 38.4% including asylum-
seekers (and 13.7% excluding asylum-seekers); cash assistance caseloads, up 12.0%; and in
Housing Court, the number of non-payment cases filed, up 2.9% and non-payment calendared
cases up 6.7%.%

Consumer Price Index

The Board reviewed the Consumer Price Index. The table that follows shows the percentage
change for the NY-Northeastern NJ Metropolitan area since 2016.

Percentage Changes in the Consumer Price Index

for the New York City - Northeastern New Jersey Metropolitan Area, 2016-2024
(For "All Urban Consumers")

2016 2017 2018 2019 2020 2021 2022 2023 2024

1st Quarter Avg.*®  0.7% 25% 1.6% 15% 23% 15% 55% 55% 3.1%
Yearly Avg. 11% 20% 19% 1.7% 1.7% 33% 6.1% 3.8% N/A

Source: U.S. Bureau of Labor Statistics.

Effective Rates of Interest

The Board took into account current mortgage interest rates and the availability of financing and
refinancing. It reviewed the staff's 2024 Mortgage Survey Report of lending institutions. The table
below gives the reported rate and points for the past ten years as reported by the Mortgage Survey.

55 This data is obtained from the Civil Court of the City of New York, which cannot provide exact “quarterly” data. The Court has 13
terms in a year, each a little less than a month long. This data is for terms 10-13, which is from approximately the middle of
September through the end of the year. It is compared to the same period of the prior year.

56 1st Quarter Average refers to the change of the CPI average of the first three months of one year to the average of the first three
months of the following year.
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2024 Mortgage Survey®

Average Interest Rates and Points for
New and Refinanced Permanent Mortgage Loans 2015-2024

New Financing of Permanent Mortgage Loans,
Interest Rate and Points

2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024
Avg. Rates 43% | 4.0% | 43% | 4.8% | 4.7% | 4.0% | 3.8% | 3.9% | 6.0% | 7.0%

Avg. Points 0.70 0.42 0.44 0.44 0.38 0.22 0.38 0.32 0.29 0.37
Source: 2015-2024 Annual Mortgage Surveys, RGB.

NYS Homes and Community Renewal (HCR) Registration Data for Rent Stabilized Hotels

An analysis of 2022/2023 HCR registration data identified registration records for 78 hotels and
226 rooming houses (a total of 304 buildings). These 304 buildings contained 6,201 hotel units
and 4,474 rooming house units (a total of 10,675 units). Slightly less than half of these units
(5,079) were registered as “rent stabilized,” with most units including corresponding rent data.
The balance of the units (5,596) were registered as either vacant or exempt. For those units
where rent data is reported, the median legal rent is $900 for hotels and $1,206 for rooming
houses (with an overall median of $1,068). The average legal rent is $1,111 for hotels and
$1,147 for rooming houses (with an overall average of $1,130). The median “rent received” (the
legal rent, except in cases where there is a preferential rent provided) is $746 for hotels and
$1,150 for rooming houses (with an overall median of $910). The average “rent received” is
$947 for hotels and $1,069 for rooming houses (with an overall average of $1,011). In addition,
a longitudinal analysis of the change in rent in the same set of units in both 2022 and 2023
shows that the median legal rent was unchanged in hotels, rose by 1.5% in rooming houses,
and rose by 1.8% overall. The average legal rent in the longitudinal sample rose by 2.1% in
hotels, 1.3% in rooming houses, and 1.6% overall. For the “rent received” by owners in the
longitudinal sample, the median was unchanged in hotels, rose by 0.4% in rooming houses,
and fell by 1.2% overall. The average “rent received” in the longitudinal sample rose by 0.1% in
hotels, 1.6% in rooming houses, and 0.9% overall.*®

SRO Housing and Airbnb Rentals

SRO owners may convert SRO housing to other uses after obtaining a “Certification of No
Harassment” (CONH) from the NYC Department of Housing Preservation and Development
(HPD). For the first time in three years, the number of CONHs granted by HPD fell, by 30.4%
(to 64) in 2023.>°

Efforts are also underway to ensure that units meant to provide permanent housing are not
used as transient hotels. As of May 1, 2011, a law was passed clarifying that Class A multiple
dwellings were only to be used for occupancy of 30 consecutive days or more,* while

57 Institutions were asked to provide information on their "typical" loan to rent stabilized buildings. Data for each variable in any
particular year and from year to year may be based upon responses from a different number of institutions.
58 2022 and 2023 NYS Homes and Community Development apartment registration files.
59 NYC Department of Housing Preservation and Development.
80 Press Release, Mayor’s Office. “Mayor Bloomberg Announces Results of City’s Efforts to Curb Dangerous lllegal Hotels in New
York City After State Legislation Enhances Enforcement Abilities.” April 27, 2012.
56



additional legislation in 2012°' and 2016 strengthened the law and authorized fines of up to
$7,500.

On January 3, 2021, New York City’s Booking Service data reporting law took effect. All
transactions for listings that have five or more nights booked per quarter are required to be
reported to the Mayor’s Office of Special Enforcement (OSE) if the listings offer entire home
rentals or home rentals to three or more individuals at the same time. Listings for units in
“Class B multiple dwellings” — which are lawfully used for short-term rental — are exempt
from the reporting requirements. The reports are required to be submitted quarterly to OSE and
include information that allows OSE to ascertain if the listings are legal.®® The law, which took
effect on March 6, 2023 and was enforced as of September 2023, requires anyone wishing to
operate as a host of a short-term rental (a rental of less than 30 days) to register with OSE and
receive a registration number. Registration numbers cannot be issued by OSE unless the unit is
verified to be legal for residential occupancy and the permanent residence of the applicant,

and the applicant discloses online listings and agrees to follow all applicable laws. The law also
prohibits the registration of rent regulated units, and allows building owners to certify that
short-term rentals are not allowed in their buildings and add their buildings to OSE’s prohibited
building list, thereby preventing OSE from issuing a registration number to an individual tenant
of such a building. In addition, upon receipt of registration applications from renters, OSE will
notify the owner of record of the dwelling unit/building. The law also requires that booking
services (such as Airbnb, VRBO, Booking.com, and other similar platforms) verify that listings
are properly registered with OSE before they can take a fee.*

As of mid-May, 2024, almost 13,000 buildings have applied to be on the prohibited buildings
list,%® and over 6,000 applications for registration numbers have been received by OSE. Of
these applications, 2,128 (or 34.5%) have been granted. However, 1,362 (or 22.1%) of the
reviewed applications have been denied. One reason for denial is that the building contains
rent stabilized or rent controlled units, as was the case with 452 of the denials (33.2%). An
additional 2,624 applications (or 42.5%) have been returned to the applicant to provide
additional information or correct deficiencies. A total of 58 applications (0.9%) have either not
yet been reviewed, or are being reviewed for a second time after corrections were made by the
applicant.®®

In 2023, 1,266 violations were issued by OSE relating to the illegal short-term rental of units
(including apartments, private homes, and SROs), a decrease of 29.7% from 2022. As is the
case in most years, the vast majority of violations issued by OSE in 2023 were substantive, a
total of 1,210 violations, or 95.6% of all violations. A total of only 56 B263 violations were
issued in 2023, or 4.4% of all violations issued.®” More than one-third of the violations in 2023,

61 Local Law No. 45 of 2012 (Council Int No. 404-Aof 2010).

62 “Cuomo Signs Bill That Deals Huge Blow to Airbnb.” New York Post. October 21, 2016.

8 https://www.nyc.gov/site/specialenforcement/reporting-law/reporting-law.page

84 https://www.nyc.gov/site/specialenforcement/registration-law/registration.page

85 Buildings which apply to be on the Prohibited Buildings List are automatically approved by OSE, and as of May 14, 2024, 12,807
buildings submitted applications to be on this list. In addition, other entirely rent regulated buildings were proactively added to
this list, including Mitchell-Lama buildings, buildings reported by HPD to OSE as being rent regulated, and NYCHA buildings.

66 Per data from the Mayor’s Office of Special Enforcement, current as of May 12, 2024.

87 Violations issued by OSE include both substantive violations (those issued based on inspection and observation of illegal
conditions), as well as violations for failure to comply with an order to file a certification of correction with the NYC Department
of Buildings (DOB), known as a B263 violation. When OSE finds a unit of permanent housing being used as an illegal short term
rental, it will issue a violation for illegal conversion or occupancy contrary to that allowed by the DOB, and companion violations
for missing safety features required for transient use, including sprinklers, adequate means of egress, and fire alarms. These are
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456 (36.0% of the total), were for dwelling units in Brooklyn, with 361 violations in Queens
(28.5% of the total); 353 violations in Manhattan (27.9% of the total); 78 violations in the Bronx
(6.2% of the total); and 18 in Staten Island (1.4% of the total). Between May 2011 and
December 2023, approximately 26,000 violations have been issued by OSE as part of its
efforts to address illegal short-term rentals.®® Note that violations issued by OSE for the illegal
short-term rental of units (as described above) are primarily for units intended to be used for
permanent housing. For instance, in 2022, 50% of the 1,801 violations were issued to units in
multiple dwellings, while 45% were issued to units in one- and two-family homes, and just 5%
issued in commercial and manufacturing locations.®® The 1,801 violations issued in 2022 were
contained in 348 buildings, approximately 20% of which were buildings containing rent
stabilized units (with 22% of the violations issued to units in buildings that contain rent
stabilized units).”

OTHER RELEVANT INFORMATION

The NYS Division of Housing and Community Renewal released a memo to the Board dated
April 17, 2024 in which they outline information from their registration database relating to
Hotels/SROs/Rooming Houses. The following is an excerpt from that memo (Pages 2-3):

[START OF MEMO]
9. What is the total number of SRO/Hotel units registered with the DHCR in 2023? How many of

these units are rent stabilized? How many are temporarily and permanently exempt? How
many are registered as transient? How many as vacant?

Rent Stabilized Units 9,417
Vacant Units 1,151
Temporary Exempts Units 5,359
Permanent Exempt Units 64
Total Number of Units 15,991

10. What is the total number of SRO/Hotel units registered with the DHCR on an annual basis
from 2009-20237?

In 2009 the total number of units registered was 25,340
In 2010 the total number of units registered was 26,189
In 2011 the total number of units registered was 25,611
In 2012 the total number of units registered was 25,003
In 2013 the total number of units registered was 23,393
In 2014 the total number of units registered was 23,428

the most common substantive violations, in addition to exceeding the number of units permitted on the Certificate of Occupancy
(which are issued when units are illegally subdivided into multiple rooming units).

68 Office of the Criminal Justice Coordinator, Mayor’s Office of Special Enforcement.

89 Mayor’s Office of Special Enforcement, 2022 Annual Report.

70 The 2022 Annual Report issued by the Mayor’s Office of Special Enforcement provides a list of violations, as well as the
corresponding BIN number. This BIN number was matched to a list of Multiple Dwelling Registrations (as published by HPD on
Open Data), from which the corresponding Borough, Block, and Lot (BBL) was matched to 2022 NYS Homes and Community
Renewal annual registration data. Individual violations data for 2023 is not yet available.
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In 2015 the total number of units registered was 22,936
In 2016 the total number of units registered was 21,606
In 2017 the total number of units registered was 21,446
In 2018 the total number of units registered was 21,274
In 2019 the total number of units registered was 20,629
In 2020 the total number of units registered was 19,329
In 2021 the total number of units registered was 17,379
In 2022 the total number of units registered was 17,626
In 2023 the total number of units registered was 15,991

11. What is the average and median rent for rent stabilized SRO/Hotel units in 20237?

¢ The average rent stabilized rent for SRO/Hotel units in 2023 is $1,809; the median rent
is $1,336.

[END OF MEMO]

On May 28, 2024, staff released a memo with additional information from the 2024 Hotel
Report. The following is an excerpt from that memo (Page 1-2):

[START OF MEMO]

Question 2: What is the total number of buildings and units in the sample frame for the 2024
Hotel Report?

As described in the 2024 Hotel Report, staff developed a methodology in 2017 for better
identifying hotels and rooming houses in the NYS Homes and Community Renewal (HCR)
registration data that did not rely solely on the owner’s registration. This methodology was
implemented for HCR registrations from 2015 forward. Each year, registrations in the most
current file that are registered as either hotels or rooming houses (which have not previously
been researched) are researched to determine if their registration status is accurate. Thus far,
no buildings have been removed from the sample frame, although some of these buildings may
have subsequently been demolished or legally (or illegally) converted to other uses. The
sample frame is then matched to the most current HCR registration files. The sample frame
currently includes 468 buildings: 108 hotels and 360 rooming houses.

For the 108 hotels in the sample frame, at the time they were first identified by staff in the HCR
data (starting with the 2015 registration file), 7,929 units were registered with HCR.”" However,
staff also researched sources outside of the HCR data to obtain more accurate unit counts, as
many of these buildings are used as transient hotels. Staff estimates that these 108 buildings
contain approximately 22,079 units. In the 2024 Hotel Report, the 78 hotels registered in either
2022 or 2023 that matched with the sample frame had a total of 6,201 units of registered
housing, but an estimated 16,133 units as based on estimates from outside of HCR data (see
the 2024 Hotel Report for more details). Note that of the 6,201 units registered with HCR, only

7' Note that this was the unit count solely in the first year the registration was identified. Unit counts in subsequent registration
files may be higher or lower.
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2,455 (40%) were registered as “rent stabilized.” The other units were registered as either
vacant or exempt.

For the 360 rooming houses in the sample frame, the number of units registered with HCR at
the time they were first identified by staff in the HCR data is not currently available. However,
the number of units can be estimated from other sources, such as the NYC Department of City
Planning (DCP) and the NYC Department of Housing Preservation and Development (HPD).
Per these agencies, the 360 buildings in the sample frame have approximately 7,000 units of
housing. The 226 rooming houses that comprise the 2024 Hotel Report have a total of 4,474
units of registered housing in 2022/2023. Per data from DCP and HPD, these buildings have
approximately 5,000 units of housing. Note that of the 4,474 units registered with HCR, only
2,624 (59%) were registered as “rent stabilized.” The other units were registered as either
vacant or exempt.

[END OF MEMO]

VOTE

The vote of the Rent Guidelines Board on the adopted motion pertaining to the provisions of
Order Number 54 was as follows:

Yes No Abstentions

Guidelines for Hotels 7 2 -

Dated: June 17, 2024
Filed with the City Clerk: June 25, 2024

Nestor Davidson
Chair
NYC Rent Guidelines Board
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