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‘ HQTEtiQkﬂﬁkiNOJfIA'Q Rent Levels for Hotel Units, July b, 1984 - through
Jooben IR ~Juae 30, 1985 ‘ o .

- )

‘PURSUANT “T0 THE AUTHORLTY VESTED [M [T BY THIL RENT STAHIL]ZAF!UN,Y
LAN‘OF’1969‘uhd Chapter 576 of the lLawa of 1974, implemented by ftesolu- .
tio nﬁNo: 276 of 1974 of the New York Clty Councll und extended by Chap-
ter 203 of the Laws of 1977, and further extended by Chapter 387 of the
L Laws of 1981 and Chapter 40} of the Laws of 19834, amended by Chaptuor 448
:of the Laws of 1983, the Rent CGuldellnes Board hereby establishies and
t ‘adopts the folluwlng guldelines for levels of falr remt Increase over
! lawful rents charged and paid on June 30, 1984. -
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5 ‘ “This Order shall apply to all units in hulldlnhs 9thLLL to the ¢

i-Hotel Sectlon of the Rent Stabllizatlon Law, ay amended, ovr Chapter- 5706

& of the Laws of 1974 'and occupfed by a non-transient hutLl r;nnnt. With

: reapect to any tenants who have no lease or rental agreement, the level
;. of falr rent Increase established herein shall be effective as of vne

} year from the date of the tenant's commencing occupancy, or as of one

;. year-from the date ‘of the last level of falr rent lncrease charped to ‘

e Lhe\tenanc, whichever 1ls later. This anniversary date wlll also secve

+ as’'the effective date for all subsequent Rent Culdellunes Board Hoté€l o
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. Order;, unlLbS the Buard shull epuuifica]ly provlde olherwlse Ln Lhe

" Order.:- Where a lease ar rental agreement is in effect, this Order
‘shall govern the rent iucrease applicable on or after July I, 1984 .
upon” ekplrationof isuch lease or rental agreement, but In no event prior -
__to.one;year from the commencement date of the expliring leadse, unless; the,ﬁ
parties have contracted to bL bound by Lhiu Order a ul July I, 1986, or.

‘a aubsequLnL dute.»u‘ ‘ : ‘ ‘ “ '

: ﬁ- The’leVLl of falr rent increases over the lawful rent actually
chargéd and ‘paid on June 30, 1984 shall hL zero (1) por cent .

: New Tenunclca . Yo - S

: bor any hoLLl dwelltng unit which Ls voluntarlly vacated by the
‘ tennnt thereof, the level of rent lncrease governing a new tenancy shall
»jﬂbe the g4am2 as the guldcline for rent lncrcnses sel Eorlh above,

Additional Chargcs.

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 to the stntutory date for the particular’

“hotel dwelling unit or at the commencement of Lhc tenancy If aubucqnont
‘thercto. "No additional chutges may le made to a tenant (dr such sdr-
- vices however. such charges may be called or fdentified. S . %

PR ‘!W -

[ . . T, . .

: Special Gntdelincs ’ . ‘ 4 : \ ) o

: e Pursunnt to ‘Sectlon YYSl 5,0e of the Rent Stubllizatlon Law und '.~-
g Chapcnr 576 of the lLaws of 1974, bpetidl guldelines relating to adjuut-

';n‘ment ‘of initial lepal repgulated rents are Inapplicable to hotel dwelllng ™
gunits, subject to Chapter 448 of LhL lLows of- .)U] uhadmlnlsttrud by the
fappropriatu agency. - L AR o

_.Dated: June.27, 1984 . . . o "'- IRBREET el VT
Flled with the City Clerk: -June 27, 1984 -+ - - = = 0700 =URT0
NSO . . L R e o .
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_ ) - .= Marvyin Mnrkus, Chalrmnn
~ Rent Guidelines Board
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RENT GUIDELINES BOARD

Explanatory Statement and Findings of the Rent Cuidelines Board Concerning
Increase Allowances foar Hotel Units Under the Jurisdiction of the Rent
Stabilization Law, Pursuant to Hotel Order No., 14, Effective July |, 1984
Through and Including June 30, 1985.*%

PURSUANT TO THE AUTHORITY VESTED IN IT BY THE RENT STABILIZATION LAW
OF 1969 and Chapter 576 of the Laws of 1974, implemented by Resolution No.
276 of 1974 of the New York City Council and extended by Chapter 203 of the
Laws of 1977, and further extended by Chapter 383 of the Laws of 1981 and
Chapter 403 of the Laws of 1983, amended by Chapter 448 of the lLaws of 1983,
it is the responsibility of the Rent Guidelines Board to establish guidelines
for hotel increases. Hotel Order 14, adopted on June 25, 1984, applies to
stabilized hotel units occupied by non-transient tenants.

Hotel Order No. 14 provides for an allowable increase of zero (0) percent
over the lawful rent actually charged and paid on June 30, 1984, Said increase
allowance shall be effective for a twelve month period commencing on July
1, 1984 and ending on June 30, 1985. The order does not limit rental levels
for commercial spaces, non-stabilized residential unils, or transient units
in hotel stabilized buildings during the guideline period. The Order also
provides that for any hotel dwelling unit which is voluntarily vacated by
the tenant thercof, the level of rent increase governing a new tenancy shall
be the same as the guideline for rent increases set forth ahove, that is
zero (0) percent.

Rackground

The Board conducted two public hearings, after full notice, on June
4, 1984 and June 6, 1984 to gather testimony from the public on the issue
of rent increases for stabilized hotel units. The hearing of June 6, 1984
was held in the evening to permit working people to speak, Approximiatel
twenty three persons testified at the hearings on the subject of stabiliied
hotel rent increases. Public meetings of the Board were held on May 21,
June 1, 11, 18 and 25th, 1984 following public notice. At the meeting of
June 1, data concerning the stabilized hotel sector was presented and discussed.
On June 25, 1984 the guidelines set forth in lotel Order No. 14 were adopted.

Of the twenty-three persons who testified at the public hearings on
the subject of stabilized hotel rent increases, twenty-two represented tenants
and onc represented owners. The Hotel Industry was represented by the attorney
for The Mctropolitan Hotel Industry Stabilization Association, Inc. In addition
the Board received written testimony from the Mayor's Office of SRO Housing
and reports and submissions on behslf of hotel tenants and owners,

- Among the comments the Board received from those teprescuting tenants
wore:

-that no rent increase and no vacancy allowance is warranted;
~that any additional rent increases will cause further homelessness;

-tenants in stabilized hotel units do not receive hotel scervices to
which they are entitled;

-stabilized hotel units are not properly maintained and heat, hot water
and electricity are frequently not available;

-many hotel units are warchoused by the owners for eventual conversion
to expensive coops

-harassment of tenants by owners is widespread in stabilized hotel units;

*[his 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 of the viewpoints expressed.,
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_until 1983 under the law hotels had the benefit of market rent upon
rrent rent

vacancy, & benefit still reflected in cu nts for many unite;

W

-many hotels pay real estate taxes as apartment houses;

_a State Department of Social Services funded study of SRO tenants in
1979 found that 85% had incomes under $3,000, 75% were unemployed
and a large portion received some kind of social welfare
benefits.

-many hotels have commercial and transient tenants rhat are not covered
by rent stabilization]

_the RCB staft report relies on data that are not representative of
hotel stabilized units.

Comments from awners included:
—_the Board should grant an increasc of 97 this year;

-complaints regarding services should have no bearing on the Board's
decision;

~the elimination of free markel rentals upon vacancy has resulted in
goevere financial losses to the industry;

_the Board's failure to grant adequate rent increases in past years
' has resulted in fewer residential hotels each year;

—hotel owners should be encouraged to continue their operations rather
than be driven to convert their buildings for other uses.

Material Considered By Board

In addition to oral and written testimony the Board's decision is based
upon material gathered from a number of sources, including the 1984 Price
Tndex of Operating Costs for Hotel Stabilized Units in New York City., prepared
by the Rent Guidelines Board Staff and the 1984 Price Index of Operating
Costs for Rent Stabilized Apartmenl Houses in New York City,prepared by Urbar
Systems Research & Engineering, Inc. -

According to stutistical information provided by the Metropolitan Hotel
Industry Stabilizatioun Association, Inc. (METHISA) as of March 30, 1984 there
were, 240 repistered hotels and SRO properties containing 27,950 registered
anit s: theso were also 930 registered rooming houses containing 6,530 registered
unils.  (Lotcespondeace from M. lirold Weingarten dated June 1, 1934).

Price Index For Hotels T e i s s

The 1984 Price Index of Operating Costs For Hotel Stabilized Units ("1984
Hotel Price Index') provides o measurc of operating costs changes for hotels
Lhat is similar to The Price Index of Operating Costs for Rent Stabilized
Apartment Houses in New York City prepared by the Consulting firm Urban Systems
Rescarch and Fnginecring, [nc. ("USR&E") for use by the Rent Cuidelines Board
in its deliberations on annual guidelines for stabilized apartments. Such
an index reflects changes in operating costs attributable to changes in the
price of a markel baskel of specified goods and services used in operating
and maintaining stabilized properties. Data on changes in the price of whe
components of operating cost were derived from primary and secondary sources.
Among the primary sources were collective bargaining agreements between labor
unions and hotel industry associations in New York, New York City Department
of Finance records of real estate taxes billed, Board of Estimate Resolutions
establishing water and sewer rates, and public utility rate schedules. For
other components of operating costs, insurance, [uel oil, administrative
costs and repair and maintenance costs, price change data reported by USR&E
in its 1984 Price Index for apartments was used; this data was collected
by USR&E through sample surveys of the vendors of those items. To construct

the 1984 Hotel Price Index the percentage changes in cach of the components

of operating costs were weighted according Lo their 1¢lative importance as

a percentage of operating costs among stabilized hotels and SRO's; these

weights were based on 1981 expenditure data collected by the accounting firm

of Laventhol and Horwath for a sample of 46 properties, which consisted

of hotels and SRO's and did not include rooming houscs; and reported in Laventhol
& Horwath, Fconomic Condition of the Residential Hotel Industry in The Citv

of New York: 1968-1982, p.10.

The percentage change from April 1983 vo April 1984 in The 1984 Hotel
Price Tndex was 6,01, Table 1 displays the change in the eight components
of operating costs weighted by their relative importance. A discussion of
each of the eight components follows the Table.
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Table 1

Percentage Change in The Price
Index of Operating Costs For Buildings
Subject to The Hotel Stabilization Law

April 1983-April 1984

Percentage of

Percentage - Operuting Costut Weighted
Index Category Change (Meight) Percentage Chanpe®*
ALL ITEMS 6.0% 100,04 6.0Z
Labar \ 6.7 42,4 2.8
Administrative Costs 6.2 14.7 N
Repairs & Maintenance 4.1 14,5 b
Real Estate Taxes 4.8 9.6 . )
Electricity 4.3 8.3 L4
Fuel 0il - 9.6 6.8 .0
Insurance 4,2 ' 2.2 ' .1
Water & Sewer 6.9 1,5 .l
*Source: Laventhol & Horwath, Economic Condition of The Residential lotel

Industry in The City of New York: 1068-1982, p. 10.

**Derived by multiplying the percentage change for each index component

by the corresponding percentage of operating costs divided by 100,  Calculation
was made using unrounded figures, so rounded figures in table might naot

add.

Labor

The 0.7 increase in labor costs was the major contributor to the change
in the all items index. This represents the change in the cost of wages,
fringe benefits and payroll tax items far employees in three categories;
those employecs affiliated with the New York Hotel and Mote! Trades Council,
AFL-CIO, those alfiliated with Local 144, Hotel and Allied Services Union,
AFL-CIO and nonunion labor.

Fuel

The 9.61 increase in the fuel oil component was derived from the price
relatives for the three grades of oil, No. 2, No. 4, and No. 6 recported by
USR&E, which were averaged to reflect the relative importance ol each grade
among stabilized hotels.

Water & Sewer

Water and sewer costs increased 6.9% reflecting a 6.9% increase in meLered
waler rates as of July 1, 1983 and the corresponding increase in sewer rent
which contLinues to be charged at a rate of one half of water charges.

Electricity

The 4.32 increase in clectricity costs reflects a 4.52 increase in the
cost of master metered service (under which electricity is redistributed
to individual units) under one service classification and a 4.3 increase
in the cost of master metered service under another service classification.

Insurance

The 4.22 increase in the insurance component was derived from the insurance
price relative reported by USR&E. This was determined to be the best available
proxy measure of the change in the cost of this component among buildings
in the hotel stabilized sector.
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Real Estate Taxes
-=2 =Slate Taxes

The real estate tax component incieased by 4.8% between April 1983 and
April 1984. Thig percentage was calcylated by comparing aggregate taxes
billed in fiscal years 1983 and 1984 for 225 METHISA member properties,

In tiscal year 1984, 63X of the hotel stabilized properties were taxed at
the Class #4 commercial rate of $9.323 per hundred of assessed valuation
and 377 at the Clasg #2 residential rate of $9.057 per hundred of assessed
valuation. Between fiscal 1983 and fiscal 1984, Class §2 properties had

a Llax increase of 3,12 while Class ¥4 properties had a 5.2 increase.,

The Board invited Finance Commissioner Philip R. Michael and Assistant
Commissioner William Block of the Real Property Asscssment Bureau 1o its
June 11 public meeting to address a variely of tax related topics, A major
concern of the Board for the hotel sector was what criteria are used in determining
whether a praoperiy is subject Lo the Class 42 residential Lax rate or the
Class #4 commercinl tax rate.  Commissione: Block stated that his Bureau
uses the sume criteria ro Judge whether or nor 4 Properly is residential
or hotel as was adopted by the Conciliation and Appeals Board, i.e., fifty-on.
percent of the tenants had Lo be receiving traditional hotel services; if

#n assossor found that traditional totel SCUVices were not being provided,
Lhe property was classified as Class 42 residectial for Lax purposes.

Administrative Costs

The 6.2 increase in the index of administrative cost was derived from
nine price relatives reported by USRAE for varioug items within this category.
These price relatives were combined by averaging several*of the items and
then reweighting the price relatives in accordance with the distribution
of expenditures for administrative costs among hotels,

Repairs and Miintenance

The 4.1% increase in repairs and msintenance costs reflects the change
in the price relatives reported by USR&E for parts and supplies, replacement
costs, and contractor service items.

The Board considered the calculation, shown in Table 2, of the increase
in rent that would be commensurate with the change in operating costs as
indicated by the Hotel Price Index,

Table 2

Calculations of 1984 Potential Increase
In Rent Commensurate With 1983-84 0&M
Cost Increase For Hotel Stabilized Sector

Potential
0&M Increase 0ZM Rent Increase
1983-84 Ratio for 1984
All Hotel Units 6.,0% .76 4.6

*As reported in 1984 Price Index of Operating Costs For Hotel Stabilized
by RGB staff,

Units in New York City,

**This is the reported percentage of rent spent on operating costs as reported
in the Laventhol § Horwath Report, Fconomic Condition of The Residential
liot el Industry in the City of New York, 1968-1987.
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Other Factois

Some members of the Board took note of "negative qualitative factors”
which they found prevalent in this sector based on testimony and comments
presented to the Board. These included failure to provide hotel services
and other services as required by law, a lack of testimony from owners of
hotel stabilized buildings on how well or poorly they are operating within
Lhe constraints of the rent adjustments previously authorized by the Board
Lthe fact that many of the buildings registered as hotel stabilized are not.
c}assified as hotels by The Depariment of Finance for tax purposes, and that
Lhe classification of many buildings under the hotel stabilization section

e — e e —

of the law had been challenged pursuant to paragraph b of section YYS1-3.1
of the N.Y. City Administrative Code as enascted by Chupter 403 of The Laws
of 1983, and as a result some buildings had been reclnssified as apartment
buildings and there is ongoing administrative and judicial review of the
issue of classification.

Based on its consideration of these factors and all of the information
presented to it, the Board, by a vote of 5-4, authorized an allowable increase
of zero (Q) percent for renewals and new tenancies in hotel stabilized units.

The applicability section of this Order contains language to prevent
a tenant who moved in on or after July 1, 1983 from being charged a Guidelines
Board Order increase prior to the tenant having been in occupancy for one
year's time, and to make all future increases for such tenants collectible
as of Lhe anniversary date of the first permissible increase charged to such
a tenant. ’

lotel Order No. 16 does not contain two provisions that were inciuded
in previous Orders because they are not relevant given the allowable level
of increase established under Order l4: one limited collectibility of increases
demanded retroactively and the other provided that the guideline increase
shall not spply where forty (40) percent or more of the dwelling units in
a holel are vacant and unoccupied unless the owner can prove that he has
attempted in good faith to rent said units.

The DBoard rccognizes that the "letel" Seclor consists of a wide variety
of housing srrangements. The task of sctting fair guidelines in this area
is complicated by the conflicting equities of owners and tenants. The Board
in its meetings and hearings received, weighed and debated all the information
presented to it and has reflected its considered judgment in this Order.
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Dated: August 8,1984
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Marvin Markus, Chairman
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