TESTIMONY BEFORE RENT GUIDELINES BOARD

JUNE 17, 2010

COUNCIL MEMBER GALE A. BREWER (D-MANHATTAN)

My name is Gale A. Brewer and I represent the 6th City Council District and the residents of the upper West Side and northern Clinton.  I am here today to request that the members of the Rent Guidelines Board freeze increases for all regulated rental units, including Class A Hotels, Single Room Occupancy Buildings, and Rooming Houses.

The 2008 Housing Vacancy Survey shows that there are 1,026,840 rent stabilized housing units and 40,480 rent controlled units in New York City.  In Manhattan, specifically, there are 286,682 rent stabilized units.  These units house millions of people whose lives will be adversely and unfairly affected by a rent increase at this time of severe economic distress.

Among my foremost concerns is the crisis facing the conversion of stabilized units in dwellings that contain both rent-stabilized and market-rate units.  As you are well aware, decontrol of these stabilized units can occur because of a vacancy or as a result of their occupancy by “high-income” earners.  Since this type of decontrol was introduced in 1994, over 102,342 stabilized units have been converted into market rate units.  Additionally, over that same time period, 42,970 units were lost due to co-op/condo conversions.  In 2009, alone, Manhattan lost 11,717 units of stabilized housing, and gained only 2,426 stabilized units. This 5–1 rate of loss reinforces my belief that the Board must freeze the rents of the city's remaining stabilized units to protect them from decontrol.  New York City, as a whole, is losing rent stabilized apartments at an alarming rate; 2009 saw the rate of loss increase by 22% over 2008, with 10,052 units lost in one year.  The Board itself has noted that 2009 saw the largest net loss in rent-stabilized housing units since reporting began in 2003.

High rent/vacancy decontrol accounted for 73% of these losses.  These losses, and the rate of loss, are catastrophic for affordable housing in the city. For this and the reasons cited above, I adamantly oppose any increase this year. But if one is voted despite its obvious harm to tenants and the city's affordable housing stock, the Board should protect some vulnerable classes of housing. In particular, the Board should vote a proviso that buildings with stabilized and controlled units as well as market-rate units should be exempted from an increase. One reason for this moratorium is that across–the–board increases, and estimates of increased costs by landlords, do not take into account the significant additional revenue landlords receive from conversions and market-rate units. The Board must finally take these revenues, as well as costs, into account when deciding to impose yet another rent increase.  

In addition, I want to remind the Board that most of the affordable housing units lost to vacancy decontrol are a direct result of the unceasing annual rent increases that you impose, and also a result of your compliant approach to undocumented hardship claims by landlords.  The Board's policies unvaryingly favor landlords over tenants, who are largely low- and fixed-income residents who increasingly must vacate their homes as rents continue to rise and reach the level of decontrol.  I am a homeowner myself, although not a landlord, and I am painfully aware that some fixed costs continue to rise. But the Board must recognize that a small increase in landlord's costs should not always justify rent increases that create even greater costs to the city as a whole, and are profoundly damaging to individuals and families on fixed incomes. 

The severity of the current economic crisis is almost unprecedented. It is not, however, a crisis in landlord costs. It is a crisis of joblessness, and lost income, and escalating health care costs that have driven tens of thousands of New Yorkers from their homes. Is the Board aware that we have a 34% increase in homelessness rates of New York City families and individuals from a year ago? It is thus hard to believe that the Board would support rent increases for an unthreatened population of landlords, while ensuring that thousands more tenants are forced from their homes.  In 2009, the same year of record losses in stabilized units, the number of homeless people at city shelters rose by 7% from 2008 to 35,915.  In my opinion, the loss of thousands of affordable units due to vacancy decontrol and condo/co-op conversions has been a principal cause of the increased homelessness. The Board cannot act in a vacuum; it must recognize the catastrophic human cost, and enormous financial cost to the city, of supporting housing policies that are driving people into the streets. 
Predatory Equity Investors are those landlords who knowingly and intentionally overleveraged their buildings with the purpose of deregulating apartments and displacing low and moderate-income tenants.  They are systematically and deliberately destroying rent-regulated housing; they are doing so with the full knowledge and compliance of the Board, and their practices are part of the effort supported by owners to drive out the middle class and bring in a transient, market rate population that is not a stabilizing factor for our neighborhoods. We need stabile communities. 

It is indicative of these despicable practices, and of those who engage in them, that most of the affected tenants driven from their homes are people of color and seniors.  These practices are encouraged when the Board averts its eyes when weighing the demands of landlords, and listening to their tales of hardship. To ignore these practices, and to fail to take them into account when assessing painful increases in rent on vulnerable people, is to incentivize rapacious investors and landlords to do even worse, and more. The Board must stop acting as though these practices are not occurring, or not related to its responsibilities to tenants, just as it must stop ignoring the enormous profits earned by landlords and speculators when tenants are driven from their homes, and regulated units are lost by the thousands to these predatory practices.  
Raising rents by at least 2% (but no more than 6%) is unconscionable financially and ethically at this time of unprecedented hardship. The Board should consider: does it make any practical sense to impose increases in rent that are equal to the increases you imposed during 2005-2007 when the economic bubble was at its peak, and costs and income were rapidly increasing? Is no one on the Board aware of the city’s 10% unemployment rate, and its chronic lack of job creation, and escalating health costs? Landlords are not unemployed, nor victims of low job creation.  These burdens fall on their tenants, and to increase their already heavy burdens should be unthinkable, unless the Board seeks to ensure that more tenants are driven from their homes, and more become homeless. 

The Board should no longer look at “cost of living” increases as an adequate justification for rent increases. Landlords' costs have increased slightly, but between 2007-2008 (the years for which the most data is available) landlords' net operating income in rent-stabilized buildings grew by 5.8%.  Landlords are still making a significant and comfortable profit above costs.  I reiterate that the Board should not increase rents; if it decides to do so, units in buildings where market-rate rents are being collected, and profits are highest, should be exempted from any increase.

For the past several years I have sponsored monthly housing clinics in my district, thanks to the legal services of the Urban Justice Center and Goddard Riverside’s West Side SRO Law Project, and with funding from the Council’s Housing Preservation Initiative.  Thousands of people receive assistance from these workshops.  

Those who seek information or help tell a deeply disturbing story. Harassment by landlords, and an inability to afford increasing rents, are overwhelmingly the most common concerns brought to clinic.  The Board must confront this first–hand evidence with the seriousness it deserves: How is it that so many, and such a high percentage, of those seeking aid are living in fear of dispossession and possible homelessness?  This situation is a terrible indictment of the rent policies that the Board supports on behalf of landlords, while failing to account for, or accept responsibility for, the consequences of its actions.  

What will it take for the Board members to recognize that they are creating a city of fear, where even middle class residents, the elderly, and tens of thousands of long-term New Yorkers are being driven from their homes?  Most of the tenants who come to us for assistance are middle class individuals and families, residents of long and honorable standing, who are enduring unceasing landlord harassment to drive them out of their homes. These are the very landlords whose pleas of poverty you listen to with such sympathy, while they pursue unsavory practices to increase their profits unreasonably. Is the Board incognizant of these acts? Does it really believe that the exponential loss of stabilized units is due to a desire by tenants to abandon their homes? Can it be possible that the Board will not look frankly at the unsavory and often illegal practices of owners motivated by the opportunities for them to be made through forced vacancy? Are you really not aware that the landlords whose pleas of poverty you entertain so eagerly are in some cases using intimidation to drive out long-term residents whose vulnerabilities and limited resources they know how to exploit?

I, along with Tenants & Neighbors, Legal Aid, and many other wonderful organizations, applaud the New York State Supreme Court for recognizing that the Board’s actions in 2008 and 2009 were illegal in regards to the minimum increase provisions of Order Nos. 40 and 41, colloquially the “Poor Tax.”  As many told you at that time, the Board deliberately overstepped its authority and unjustly applied a rent increase to an entire class of accommodations.  I hope that justice will prevail before the Appellate Court, that the illegality of your actions will be upheld. In light of the court's ruling, the Board must not compound its error by imposing a similar tax this year.

Another major concern I share with my constituents is the operation and proliferation of illegal hotels.  In Manhattan alone, almost 300 buildings are currently operating as illegal hotels. Surely the Board realizes that these illegal practices have converted as many as 10,000 rent-stabilized units into hotel rooms for tourists and corporate interests that charge hundreds of dollars per night for rooms in which New Yorkers once lived before being evicted or paid to leave.  Assemblymember Richard Gottfried and Senator Liz Krueger have introduced a bill in Albany that would crack down on illegal hotels – a particularly common practice in my district.  Their legislation aims to make it unlawful to permit or maintain any illegal use or occupancy of a premise subject to a conversion plan. For example, a corporation that buys up rent-stabilized housing with hopes of converting it into pricier co-ops or condos would have to maintain that housing for the primary residences of their employees during the interim before conversion. This would prevent such corporations from operating illegal hotels on these premises in the interim. I believe this legislation will help maintain affordable housing by curbing corporate interests from persuading landlords to deregulate rent stabilized housing, and from buying regulated apartments with the intention of operating illegal hotels at a large profit. 

The seniors, vulnerable families, and millions of working and middle class New Yorkers who live in rent-regulated units are not strangers in our midst.  They are the backbone of our communities and this city.  Your first and most important agenda should be the protection of these citizens, and the maintenance of policies that permit them to live affordably and contribute to the human and creative wealth of our city. This wealth is the one that the Board, and all of us, should be primarily concerned with. For this reason, and all the others cited above, I urge the Rent Guidelines Board to vote against increasing rents this year.

