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Jean E., Gallancy

Major Capital Improvements &
Reserve Fund

A number of sponsors have both before, and after closing,
embarked upon programs of major capital improvements funded partly by
the Local Law 70 reserve fund, and thereafter applied to the
Conciliation and Appeals Board or office of Rent Control for rent
increases which are applicable to non-purchasing tenants. The sponsor
may in some instances also apply for J-51 benefits based upon these
capital improvements,

Such a practice has significant impact on tenants and
prospective purchasers since the rent for the unit, maintenance
charges and building condition are all affected.

Accordingly when the sponsor intends to make such
improvements, full disclosure must include the following:

1. Disclosure of the nature of the improvements and the
cost of each improvement.

2. Disclosure in the reserve fund section of the amount
by which the reserve fund will be reduced to pay for
the improvements.

3. Disclosure of the amount of the prospective rent pass
along for each tenant and the procedure which must be
followed for each tenant before the rent increase may
be collected.

Attached are copies of Section 20(C) and 41 of the Rent
Stabilization Regulations which govern rent increases for
improvements. Note that rent increases due to improvements to a
tenant's apartment require the tenant's consent. A monthly rent
increase of 1/40 the cost of the improvement is permissable. The cost
of building wide improvements is amortized over 60 months.
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4., 'The plan must disclose whether the sponsor intends to
apply for J-51 benefits and the potential impact upon purchasers. If
the sponscor includes the prospective tax benefits in either Schedule A
or Schedule B, the disclosure requested by Section 18.3(g) (xi) must be
included and supported by an attorney's real estate tax opinion. Any
potential increase in assessed value of the property should alsc be
disclosed, and supported by a qualified expert's appraisal c¢f the
potential increase in assessed value.

5. An amendment of this nature is a substantial amendment
which gives rise to both a right of rescission and a new exclusive
period.

6. Amendments to plans where closings have occurred should
be referred to me.
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CITY RENT STABILIZATION

Section 37.

The CAB shall determine the dol-
lar amount of the hardship rent ad-
justment. That dollar amount shall
be expressed as a percentage of gross
rents and the percentage derived
shall be the percentage Increase ap-
plicable to the rent chargeable to
each dwelling unit.

Grounds for adjustment
in stahilization rents

The C , upon application of
any tenant, adjust the stabilization
rent where it determiltes such rent to
be inconsistent with this Code.

Parr IV
RENT ADJUSTMENTS

Section 40. Effsctive date of orders
adjusting stabilization
rents

An application for the adjustment
of a stabilization rent may be filed
on any grounds specified herein. In
the event no order is Issued within
thirty (30} days from the date of fil-
ing an application before the CAB,
the order adjusting the stabilization
rent shall be effective as of such thir-
tieth day. In the event that an or-
der is issued Increasing the stabiliza-
tion rent because of owner hardship,
the tenant may, within thirty (30)
days of his receipt of a copy of the
order of the CAB, cancel his lease on
sixty (60) days’ written notice to the
owner, During said period the can-
celling tenant may continue in occu-
pancy at no incresse in rent.

Section 41. Bullding wide major
capital Improvements

The CAB shall grant an increase
in the stabilization rent where, upon
application of the owner, it deter-
mines that there has been a build-
ing-wide major capital improvement
ince May 31, 1068; provided, how-
ver, that the owner must establish
o the satisfsction of the CAB:

{8) that such !mprovement is
deemed depreciable under the In-

"""\‘”M:emﬂf ‘Revenue Code, other than

for ordinary repairs;
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(b} the amount of the cash
cost of such improvement exclu-
sive of {nterest and service
charges.

Any order of the CAB pursuant to
this section shall determine the ad-
justment in maximum rents by divid-

.ing the cash cost over a sixty (80)

month period of amortization. Allo-
cation of such rent increase to each
dwelling unit shall be on the formula
set forth in Section 37 of this Code.

Sectlon 42. Leass agreements

(2) Where the owner and tenant
hava entered into a valid written re-
newal or vacancy lease with respect
to any\ dwelling unit which provides
for the ‘payment of rent in excess of
the rent\payable under the expiring
or prior IRase, the stabilization rent
shall be ‘automatically Increased:;
provided, hvpwever, that the owner
shall be required (i) to exhibit to the
tenant under'a vacancy lease, a copy
of the lense effect May 31, 1868
and any lease\ or order subsequent
thereto and (li) the leases shall in-
clude a rider on a distinctively col-
ored paper (e. g.,\red or green) which
sets forth (a) thg tenant’'s right to
examine such prioxieases and orders,
1

(b) the rent payabld under such prior
leases and orders and (¢) the name of
the tenant in the last prior lease. It
shall be the duty ot\;l owner to re-
tain all leases in effedt May 31, 1068
or thereafter and prc«huce them on
demand of the Associa:!i?. the CAB,
the Housing and Development Ad-
ministration or a new purchaser for
as long as the Rent Stabilixation Law
or any extension thereof is\in effect.

(b} Any lease may contain 9 clause
which provides for an insreasé\in the
stabilization rent during the texm of
said lease on one of the following

(1) pursuant to an order of th
QAB; or : o
(2} th&t';avmer shd tenant have
agreed to be bound by any deter-
mination of the CAB affecting

the tenaney during the term of R
sald lease: provided, howerver,

that nothing herein shall lmit
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