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Chair’s Acknowledgments

New York City continues to experience vacancy levels (4.54% Citywide for all rentals and 4.57% for rent
stabilized units, according to the most recent data) that constitute a “housing emergency,” requiring the
Rent Guidelines Board (RGB), rather than the market, to set annual renewal lease adjustments for roughly
one million rent stabilized apartments, lofts, and hotel units. Our role is to determine lease adjustments that
are responsive to the costs of operating rental housing, but also be cognizant of the economic conditions
faced by tenants.

Ourannual task was made more difficult this year because of the ongoing COVID-19 pandemic. Nonetheless,
we followed the long-established practice of prior Boards to determine the renewal lease adjustment rates
for 2022: we relied upon the carefully gathered data provided by the RGB staff. Their reports in this edition
of Housing NYC: Rents, Markets and Trends provide the foundation for the Board’s deliberations and our
decisions this year.

The Board is grateful to the RGB staff for their hard work, careful analysis, and clear presentation of data.
This staff conducts research that is invaluable to the Board, as well as to the many people and organizations
who participate in the public discussion of its work. These reports provide a thorough analysis of the New
York City housing market and the larger economy, including a broad array of data concerning the costs of
operating residential buildings; owner income; housing availability; tenant income; and changes to the
housing stock. The Board is also appreciative for the testimony of outside experts who provide additional
data and analysis for the Board’s consideration.

This book is critical for those who are interested in the Board’s decisions for a particular year. It is also the
latest installment in a series of annual books produced by the RGB staff that provide a rich longitudinal data
set and analysis for use by housing professionals, government officials, housing advocates, academics, and
members of the public who care about the quality and affordability of New York City’s rental housing.

Our Final Guidelines were rooted in the data compiled in this book, but the Board also benefitted from the
people who attended this year’s public hearings who told some of the individual stories that are behind
the aggregated data. We are particularly grateful to the many members of the public who submitted
testimony. This testimony gave us insight into the challenges faced by both tenants and owners. We also
benefitted from the perspectives of the elected officials; representatives of tenant and owner groups; and
public policy organizations who testified as well.

It remains my privilege to be part of this Board. We are given a weighty task and the members of the Board
have committed themselves to careful and thoughtful decision-making. | thank the members of the Board,
the RGB staff, and all of those who testified for their participation in this critically important endeavor.

David J. Reiss Chair of the Board
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Executive Director’s Acknowledgments

Housing NYC: Rents, Markets and Trends 2022 is a compilation of the NYC Rent Guidelines Board’s reports
produced by its research staff. These reports remain essential resources used by members of the Board in
their promulgation of rent adjustments for rent stabilized dwelling units in New York City. These reports
contain information and data from many different sources and they would not be complete without the
contributions of many housing professionals and government agencies. Our gratitude goes out to all those
who contributed their time and effort in helping us produce these reports. It is our sincere hope that you
find the information contained within these pages a valuable tool in your understanding of the complex
issues surrounding the NYC rental housing market.

The RGB is fortunate to have a seasoned research staff that provides comprehensive data to the Board
members. Our Research Director, Brian Hoberman, authored the 2022 Income and Expense Study, 2022
Mortgage Survey Report and Changes to the Rent Stabilized Housing Stock in New York City in 2021. Deputy
Research Director Danielle Burger authored the 2022 Income and Affordability Study, the 2022 Housing
Supply Report, the 2022 Hotel Report and contributed to the 2022 Price Index of Operating Costs. Our thanks
go out to both Brian and Danielle for their exemplary work and their commitment in presenting the Board
with relevant and accurate housing data.

The annual Price Index of Operating Costs (PIOC), which measures the change in operating and maintenance
costs for rent stabilized buildings, is the most extensive project performed by the RGB. Although each
member of the staff spends time working on this project, it would not be possible without our temporary
survey data collector Michael Taylor. A veteran PIOC participant, Michael continues to excel in collecting
timely and accurate during this annual data collection process. We would also like to thank Jim Hudson
for his review of the PIOC spreadsheets and the final written report. His many years of experience on this
project, along with his exceptional statistical expertise, ensures that the data we present to the Board is
accurate and concise.

Although the reports contained in Housing NYC are written and compiled by our research team, our efforts
would not be possible without the RGB’s Office Manager/Public Information Officer, Charmaine Superville.
She is our primary point person in answering the thousands of phone calls the RGB receives each year.
Over the years, she has accumulated a vast knowledge of rent stabilization and housing issues in NYC,
which she delivers to our callers with patience and kindness. Her varied and numerous administrative
duties do not go unnoticed.

As Executive Director, | work closely with the members of the Board. | witness first-hand their dedication
to public service. | enjoyed working with each and every member and | thank them for their hard work. |
would especially like to extend my gratitude to Chair David Reiss. His support of the staff is unwavering
and his vast knowledge of the issues that face the Board each year makes my job that much easier.

Although RGB reports are produced entirely “in-house,” our research efforts would not be possible without
assistance from many others. For both the information and expertise they provided, our gratitude goes
out to: Orlando Vasquez at the NYC Comptroller’s Office, who provides labor force data; Floralba Paulino
at the Bureau of City Marshals, for information on evictions and possessions; Eugene Hurley, Alia Razzaq,
and Annette Parisi at the NYC Civil Court, for data on housing court proceedings;, Martha Cruz at the
NYC Loft Board, for data concerning loft conversions to rent stabilization; Emre Edev at the City Council’s
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What’s New

M The Price Index of Operating Costs (PIOC) for buildings
that contain rent stabilized apartments increased 4.2%
this year.

M Costs in natural-gas heated buildings increased 4.1%,
while costs in fuel-oil heated buildings increased 4.3%.

M The“Core” PIOC, which excludes the changes in fuel oil
prices, natural gas and steam costs, rose by 3.0% this year.

I The Hotel PIOC decreased 1.3% this year.
I Real estate taxes fell by 3.7%, the only decrease of
any PIOC component, primarily due to a decline in

assessments for Class Two properties.

M Fuel costs and Insurance costs rose by the greatest
proportions, 19.6% and 10.9%, respectively.

M The Maintenance component increased by 9.2%.

I The Administrative component increased by 6.7%, due to
arise in attorney costs.

I The Utilities component increased by 5.8%.

I The Labor Costs component increased by 4.1%, due to
increases in both union and non-union labor.

I The PIOC for buildings that contain rent stabilized
apartments is projected to increase 4.7% next year.
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Apartments

Change In Costs for
Buildings that Contain Rent
Stabilized Apartments,
April 2021 to March 2022

Taxes -3.7%
Labor Costs 4.1%
Fuel 19.6%
Utilities 5.8%
Maintenance 9.2%
Administrative Costs 6.7%
Insurance Costs 10.9%
All Costs 4.2%

Terms and Definitions

Price Index - the measure of
price change in a market basket
of goods and services.

Component - categories of
goods and/or services, such

as Labor Costs or Taxes, that
comprise the market basket of a
price index.

Item - individual good or service
within a component, such as
Plumbing, Non-union Wages,
Faucet or Roof Repair.

Price Relative - the change of
current and prior year’s prices.

Expenditure Weight - the
relative importance of the
change in costs of different
goods and services.

Specification - defined pricing
unit with specific terms of sale,
such as cash, volume or trade
discounts.

Introduction

The Price Index of Operating Costs (PIOC) measures changes in the
cost of purchasing a specified set of goods and services (market
basket) used in the operation and maintenance of buildings that
contain rent stabilized units in New York City. The PIOC consists
of seven cost components: Taxes, Labor Costs, Fuel, Utilities,
Maintenance, Administrative Costs and Insurance Costs. The specific
goods and services (items) within each component were originally
selected based on a study of 1969 expenditure patterns by owners
of buildings that contain rent
stabilized apartments. The
specific items included in each
component have changed
over time in order to reflect
changes in owner expenditure
patterns. The methodology
for determining the costs for
each component is described in the final section of this report. The
measured price changes (price relatives) in each index component
are presented in Appendix B.2. The relative importance of each index
component as a percentage of total operating and maintenance
expenditures is shown by its “expenditure weight” (see Appendix
B.2). The 2021-2022 price changes and expenditure weights are then
combined to provide the overall change in the PIOC for 2021-2022.*
Changes in the overall PIOC result from changes in the prices
of individual goods and services, each weighted by its relative
importance as a percentage of total operating and maintenance
(O&M) expenditures. Because the market basket is fixed in the
sense that the quantities of goods and services of each kind remain
constant, the relative importance of the various goods and services
will change when their prices change either more quickly or more
slowly than average. Thus, the relative importance, or weight,
attached to each good or service changes from year to year to reflect
the different rates of price change among the various index items.

The Price Index of
perating Costs for
ildings that Contain
Rent Stabilized
partments Rose...

Overview

Thisyear, the PIOCfor all rent stabilized apartments increased by 4.2%.
Increases occurred in all PIOC components, except Taxes, which fell
by 3.7%. The largest proportional increase was seen in Fuel (19.6%),
followed by Insurance (10.9%), Maintenance (9.2%), Administrative
Costs (6.7%), Utilities (5.8%), and Labor Costs (4.1%). 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 4.0% during this same time period.? See the table on this page
and Appendix B.2 for changes in costs and prices for buildings that
contain rent stabilized apartments from 2021-2022.
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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 3.0%
this year and was lower than the overall PIOC due
to the exclusion of costs in the Fuel component,
which rose 19.6%. The PIOC for hotels decreased
by 1.3%, while apartments heated by gas increased
by 4.1% and those heated by oil increased by 4.3%.

Price Index Components — Apartments

Taxes

The Taxes component of the PIOC is
based entirely on real estate taxes
and accounts for 36.1% of the overall
price index. The change in tax cost is
estimated by comparing aggregate
taxes levied on buildings that contain
rent stabilized apartments in Fiscal Year (FY) 2021
and FY 2022. Aggregate real estate taxes fell by
3.7%. The decline in taxes was primarily due to
a 4.3% decline in assessments. There was also a

slight decline in the tax rate of 0.3%. However, the
decline in assessments and the tax rate was offset
by a fall in the total value of exemptions, which
had the effect of dampening the total decline in
taxes by 0.8%. Change in tax abatements had little
impact on the change in Taxes for 2022.

Tax Levy — The total tax levy for all properties in
the City (commercial and residential) decreased by
5.2% from FY 2021 to FY 2022. The large majority
of rent stabilized apartments are contained in
multi-family buildings that are in Tax Class 2.2 The
total Class 2 property levy fell at a slower pace than
that of the City as a whole, at a rate of 1.5%. The
distribution of the levy among property classes
tends to shift from year to year. From FY 2021 to FY
2022, the levy share for Class 2 properties increased
by 1.5 percentage points, from 37.8% to 39.3% of
the total tax burden. This is significantly higher
than the 26.3% share that was established at the
inception of the four-class tax system in 1983.

Tax Rate — The average annual FY 2021 Tax Class 2
rate of 12.267% decreased by 0.26%, resulting in a

Percent Change in Taxes due to Assessments and Exemptions/Abatements/Tax Rate 2004-2022

Both Assessments and the Overall Tax Change for Buildings
with Rent Stabilized Apartments Declined in 2022

B Assessments

Exemptions, Abatements and Tax Rate

== QOverall Tax Change

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Source: New York City Department of Finance
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new annualized rate of 12.235% for FY 2022. This is
the eighth time in the past ten years that the Class
2 tax rate decreased. For a historical perspective
on changes in the tax rate, abatements, and
exemptions, see the graph on the previous page.

Assessments — In the wake of the pandemic,
assessed valuations of properties containing rent
stabilized apartments fell by 4.3% Citywide in
FY 2022. Assessments fell in all five boroughs,
with Manhattan witnessing the greatest decline, at
5.1%, followed by the Bronx at 4.9%, Staten Island
at 3.6%, and Queens at 3.0%. Brooklyn witnessed
the smallest decline in assessments, falling by 0.6%.
Buildings in Manhattan drive much of the change in
assessed value Citywide. This was true in FY 2022,
with 58% of the total assessed value attributed
to this borough. For a historical perspective on
changes in tax assessments, see the graph on the
previous page.

Abatements and Exemptions — This year, the
number of buildings that contain rent stabilized
apartments receiving tax abatements decreased
by 4.3% from the previous fiscal year. At the same
time, the average benefit value of the typical tax
abatement increased by 2.2% from FY 2021 to
FY 2022. The net impact of the decrease in the
number of buildings receiving abatements and
the increase in the average abatement value was a
negligible increase in the overall change in Taxes of
just 0.1%.

In FY 2022, 1.3% fewer buildings benefited from
tax exemptions and the value of the average tax
exemption decreased by 1.7%. This combination of a
decrease in the average value of tax exemptions and
the decrease in the number of buildings receiving
exemptions resulted in increasing the overall change
in Taxes by 0.8% (see Appendices B.5 and B.6).

Labor Costs

The Price Index measure of Labor
Costs includes union and non-union
salaries and benefits, in addition to
Social Security and unemployment
insurance. The cost of non-unionized

labor makes up more than 57% of the Labor Costs
component. The entire Labor Costs component
comprises 9.9% of the overall Price Index.

Labor Costs rose 4.1%, 1.3 percentage points
higher than last year’s rise of 2.8%. Wages comprise
80% of the Labor Costs component. Non-union pay
increased by 3.6%, 1.4 percentage points higher than
the increase seenin the 2021 PIOC (2.2%). Unionized
wages also rose, rising by 3.2%, 0.7 percentage
points lower than last year (3.9%). Health and
welfare benefits, which comprises 14% of the Labor
Costs component, increased 4.3%. An increase in
unemployment insurance of 51.4% had minimal
impact, since it accounts for only one percent of this
component’s weight. See Appendix B.2 for all Labor
Costs item weights and price relatives.

Fuel

The Fuel component comprises 6.8%

of this year’s Price Index. The change

in cost measured in this component

considers both the change in

weather and the change in prices for

heating multifamily buildings by fuel
oil, natural gas and steam.*

This year the Fuel component increased 19.6%,
following a 3.3% decrease in the prior year. Natural
gas costs, which account for 53% of the overall
costs in this component, increased 22.6%. The cost
for heating buildings by fuel oil makes up 40% of
this component, and increased 16.8%. Steam costs
increased 12.8%, but these costs account for only
7% of the Fuel component.

Along with measuring price, the PIOC also
considers the effect of weather on the demand for
fuel, especially during the heating season when
the large majority of fuel is burned. Since the
weather in the period of April 2021-March 2022
was warmer than the prior 12-month period, the
Fuel Component increased by a lesser degree than
would be seen based purely on price. For instance,
the increase in fuel oil prices (20.1%) was offset by
the warmer weather, decreasing the consumption
of fuel oil and causing a lesser increase in the Fuel
component, 16.8%. In years where the weather
does not vary much from the prior year, the change
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Fuel Oil Cost Relative vs. Change
in Fuel Price, 2013-2022

PIOC Fuel Oil Cost Changein
Year Relative* Fuel Oil Price**
2022 16.9% 20.1%
2021 -16.1% -19.9%
2020 -8.6% 2.5%
2019 14.4% 9.4%
2018 19.9% 16.3%
2017 22.1% 7.3%
2016 -45.5% -30.9%
2015 -23.4% -22.5%
2014 7.8% 0.3%
2013 20.0% 2.9%

* The Fuel Oil Cost Relative factors in the effect of weather on total fuel oil
consumption. In months that are colder than the same month in the prior
year, the weather factor will put upward pressure on the fuel oil relative. In
months that are warmer than the same month in the prior year, the weather
factor will put downward pressure on the fuel oil relative.

** \Weighted change in #2, #4 and #6 fuel oil prices. From 2016 forward,
weighted change in #2 and #4 fuel oil prices only.

Source: Price Index of Operating Costs reports (2013-2022)

in the cost of fuel oil is roughly equal to that of the
change in price, such as in 2015. See the table on
this page for a comparison of the past ten years of
fuel oil cost relatives to fuel oil prices. See Appendix
B.2 for all Fuel item weights and price relatives.

Utilities
The Utilities component consists
of non-heating natural gas and
electricity costs, as well as water
and sewer charges, and it comprises
9.5% of this year’s Price Index. In
the case of the gas and electricity
items, changes in costs are measured using the
PIOC specifications (e.g., the quantity of electricity
and gas being purchased) and the changes in rate
schedules. Water and sewer costs are based on rate
adjustments set by the NYC Water Board and they
account for 73% of the Utilities component.
This year Utilities increased 5.8%, compared to a
2.1% increase in the previous year. The increase in

this component was driven primarily by the increase
in the cost of electricity, which rose by 13.9% and
accounts for 26% of this component. Water and
sewer costs rose 2.76% this year, which served to
lower the overall increase in this component. Gas
costs, which account for less than two percent of the
Utilities component, rose 18.7%. See Appendix B.2
for all Utilities item weights and price relatives.

Maintenance

The Maintenance component

accounts for 16.3% of this year’s Price

Index. The Maintenance component

rose 9.2%, 6.1 percentage points

higher than last year’s rise of 3.1%.

Of the 29 expense items contained
in this component, just four items account for 52%
of its expenditure weight: Repainting, Plumbing
(faucet), Plumbing (stoppage), and Electrician
Services. This year, painters’ rates rose 4.4%, more
than the 3.7% recorded last year. Combined
plumbing rates increased at a higher pace, rising
7.3%, more than last year’s rise of 2.9%. Electrician
Services also rose at a faster pace, 10.3%, more than
last year’s increase of 2.3%.

Other price relatives of note were boiler repairs
(13.5%), floor maintenance (20.8%), Roof Repair
(23.4%), and Extermination Services (12.8%),
which represent a total of seven expense items
and account for over 23% of this component. See
Appendix B.2 for all Maintenance item weights and
price relatives.

Administrative Costs

Fees paid to accountants, attorneys,

and management companies make

up 87% of this component. This

year, Administrative Costs rose 6.7%,

following a 0.7% fall in the prior

year. Administrative Costs comprise
14.8% of the PIOC.

Much of the increase in the Administrative Costs
component can be attributed to a rise in Attorney
fees, which comprise a quarter of this component and
rose 24.2%, compared to an increase of 5.3% last year.
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However, in the wake of the pandemic, management
fees fell for the second consecutive year, by 1.0%.
These fees comprise almost half of this component.
Management fees are often tied to apartment rental
income and are affected by changes in rents and
vacancies. This year’s decline compares to a decrease
of 51% last year, indicating that management
companies’ fees and/or rents continued to fall, but
at a slower pace as compared to last year. This fall in
management fees may also indicate that vacancies
and/or collection losses in managed buildings rose as
compared to the previous year.

Accounting fees increased in this year’s
PIOC by 2.7%, more than last year’s rise of 1.0%.
Communications, which accounts for about 5% of
the Administrative Costs component, increased
1.9%. See Appendix B.2 for all Administrative Costs
item weights and price relatives.

Insurance Costs

For the eleventh consecutive year

there was an increase in the Insurance

Costs component, rising 10.9%,

compared to last year’s increase of

18.8%. Insurance Costs account for
6.5% of the PIOC.

Changes in insurance costs for owners varied
by the amount of the policy. Policies that cost more
than $7,847, which represent half of all insurance
guotes, saw an increase in cost of 11.4% upon
renewal. Buildings with policies that cost $7,847 or
less saw an increase of 7.3%.

PIOC by Building Type

The 1983 Expenditure Study provided a basis for
calculating separate sets of expenditure weights
for different types of buildings that contain rent
stabilized apartments. In addition to the price
index for all buildings that contain rent stabilized
apartments, the PIOC includes separate indices for
buildings constructed before 1947 (pre-1947) and
for buildings constructed in 1947 or later (post-
1946), as well as for gas-heated and oil-heated
buildings (see Appendices B.2 and B.3).

This year, total costs in both the Pre-1947 Index

and the Post-1946 Index rose by 4.1%. In addition,
the Gas-Heated Index (4.1%) rose less than the Oil-
Heated Index (4.3%).

Hotel PIOC

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 — a Class A multiple dwelling
that has amenities such as a front desk, maid or linen
services; 2) Rooming Houses — a Class B multiple
dwelling other than a hotel with thirty or fewer
sleeping rooms; and 3) Single Room Occupancy
(SROs) hotels — a Class A multiple dwelling which
is 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 decreased 1.3% this year, a 3.2
percentage point decline from the 1.9% rise in 2021.

This year there were increases in all of the Hotel
PIOC components except Taxes, which fell 14.0% and
account for 42% of the entire Hotel Index. The Fuel
component increased, rising 15.0% and accounts for
13% of the index. Insurance Costs rose by the second
greatest proportion, 10.9%, and account for 6% of
the index. The remaining four components all rose
by lesser proportions, including Maintenance, which
rose 7.6%; Utilities, 7.0%; Labor Costs, 3.6%; and
Administrative Costs, 2.7%. See the table on the next
page for changes in costs and prices for all hotels that
contain rent stabilized units from 2021-2022.

Among the different categories of Hotels, the
index for “Traditional” Hotels decreased 6.0%, while
Rooming Houses increased by 4.6% and SROs
increased by 3.6% (see Appendices B.4 and B.7).

Loft PIOC

The increase in the Loft PIOC this year was 5.3%,
just slightly higher than the increase of 5.1% in
2021. Increases in costs were seen in all but two
of the eight components that make up this index,
with declines in Taxes and Administrative Costs-
Other. Taxes declined by 3.7%, while Administrative
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Costs-Other fell by 0.2%. All other components increased, including
Administrative Costs-Legal (24.2%), Fuel (16.8%), Insurance Costs
(10.9%), Maintenance (8.1%), Utilities (4.3%), and Labor Costs
(3.7%). 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. See the table on this page and Appendix B.8 for
changes in costs and prices for all rent stabilized lofts from 2021-2022.

The Core PIOC

The Core PIOC, which measures long-term trends by factoring out
shifts in fuel costs for heating buildings that contain rent stabilized
apartments in NYC, rose 3.0% in 2022. The rise in the 2022 Core
PIOC was 1.2 percentage points lower than this year’s Apartment
Index (4.2%), and 0.5 percentage points lower than last year’s Core
Index (3.5%). This year’s Core PIOC rose at a slower pace than the
overall PIOC because fuel costs, which were not used to calculate
the Core, increased 19.6%.

PIOC Projections for 2023

Section 26-510 of the Rent Stabilization Law requires the Board to
consider prevailing and projected operating and maintenance costs
for buildings containing rent stabilized apartments. Projections for
components of the PIOC are calculated to provide the RGB with
an estimate of how much costs are expected to rise in the year
following the current Price Index.

Projecting changes in the PIOC has become more challenging
in recent years. Energy prices have become increasingly volatile.
Unpredictable geo-political events, recession, and changing
weather patterns are some of the forces behind large changes in fuel
costs that have in turn limited the accuracy of the PIOC projections
in recent studies. The tax component, which accounts for almost
33% of the entire Price Index, has also become harder to project.
This is due to changes in tax policy, such as tax rate adjustments
and changes to the City’s tentative assessment roll, after the period
covered in this Price Index. In addition, the uncertainty of the post-
pandemic economic recovery may also play a significant role in the
accuracy of projected costs for the next PIOC year.

This year, operating costs in buildings that contain rent
stabilized apartments increased by 4.2%, versus last year’s
projected PIOC increase of 0.8%, a difference of 3.4 percentage
points. The component with the largest deviation between actual
and projected changes in costs was Fuel. Fuel was projected
to rise 0.1%, but actually rose 19.6% in the 2022 PIOC, a 19.5

Change In Costs for All
Hotels that Contain Rent
Stabilized Units,

April 2021 to March 2022
Taxes -14.0%
Labor Costs 3.6%
Fuel 15.0%
Utilities 7.0%
Maintenance 7.6%
Administrative Costs 2.7%
Insurance Costs 10.9%
All Costs -1.3%

Change In Costs for
Rent Stabilized Lofts,
April 2021 to March 2022

Taxes -3.7%
Labor Costs 3.7%
Fuel 16.8%
Utilities 4.3%
Maintenance 8.1%
Admin Costs-Legal 24.2%
Admin Costs-Other -0.2%
Insurance Costs 10.9%
All Costs 5.3%
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2023 Projections

Projected Change In Costs for Buildings that
Contain Rent Stabilized Apartments,
April 2022 to March 2023
Taxes 5.1%
Labor Costs 3.9%
Fuel -1.7%
Utilities 2.4%
Maintenance 5.7%
Administrative Costs 3.1%
Insurance Costs 15.4%
All Projected Costs 4.7%

percentage point difference. Insurance costs,
which were projected to increase 18.0%, instead
rose 10.9%, a 7.1 percentage point difference. This
is the only component that rose by a smaller than
projected increase. Administrative Costs, which
were projected to rise 0.7% instead rose 6.7%, a
6.0 percentage point difference. Maintenance
costs rose 9.2%, 5.5 percentage points higher than
the projected increase of 3.7%. Utilities, which
were projected to rise 1.9%, instead rose 5.8%,
a 3.9 percentage point difference. The Labor
Costs and Taxes components were the closet
to the projections, with Taxes falling 3.7%, a 1.3
percentage point difference from the projection
of 5.0%, and Labor Costs, which rose 4.1%, slightly
higher than the projection of 3.7%.

Overall, the PIOC is expected to grow by 4.7%
from 2022t02023. Costsare predicted toriseineach
component except Fuel, with the largest growth
(15.4%) projected to be in Insurance Costs. Other
projected increases include Maintenance (5.7%),
Labor Costs (3.9%), Administrative Costs (3.1%),
and Utilities (2.4%). Taxes, the component that
carries the most weight in the Index, is projected to
increase 5.1%, while Fuel is projected to decrease
1.7%. The table on this page shows projected
changes in PIOC components for 2023. The Core
PIOC is projected to rise 5.2%, 0.5 percentage
points higher than the overall projected PIOC for
rent stabilized apartments.

Commensurate Rent Adjustments

Throughout its history, the Rent Guidelines Board
has used formulas, known as commensurate
rent adjustments, to help determine annual rent
guidelines for rent stabilized apartments. In
essence, the “commensurate” combines various
data concerning operating costs, revenues and
inflation into a single measure to determine how
much rents would have to change for net operating
income (NOI) for rent stabilized apartments to
remain constant. While these formulas do not
attempt to adjust rents in deregulated units, the
various “commensurate” adjustments described
below can provide a foundation for the discussion
of prospective guidelines for any building that
contains rent stabilized units.®

In its simplest form, a commensurate rent
adjustment is the amount of rent change needed
to maintain NOI for rent stabilized apartments at
a constant level from year to year. In other words,
the commensurate provides a set of illustrative
one- and two-year renewal rent adjustments, or
guidelines, that will compensate owners for the
change in prices measured by the PIOC and keep
net operating income constant.

The firstcommensurate method is called the“Net
Revenue” approach. While this formula takes into
consideration the term of leases actually signed by
tenants, it does not adjust owners’ NOI for inflation.
The“Net Revenue”formula is presented in two ways:
first, by adjusting for the mix of lease terms; and
second, by adding an assumption for rent stabilized
apartment turnover and the subsequent impact
on revenue from vacancy leases. Under the “Net
Revenue” formula, a guideline that would preserve
NOI in the face of this year’s 4.2% increase in the
PIOC is 3.0% for a one-year lease and 6.0% for a two-
year lease. Historically, the formula also includes the
impact of estimated revenue from vacancy leases.
However, an examination of HCR registration data
from 2020 and 2021 (the most recent file available
for analysis) for units reporting a vacancy lease
showed that the median increase upon vacancy
was 0.0%.% Therefore, in this year’s report, the “Net
Revenue” commensurate guideline that includes
vacancy is the same as that which does not.
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The second commensurate method considers the mix of lease
terms while adjusting NOI upward to reflect general inflation,
keeping both operating and maintenance (O&M) costs and NOI
constant. This is commonly called the “CPI-Adjusted NOI” formula.
A guideline that would preserve NOI in the face of the 4.0% increase
in the Consumer Price Index (see Endnote 2) and the 4.2% increase
in the PIOC is 4.5% for a one-year lease and 9.0% for a two-year
lease. As explained in the “Net Revenue” section above, guidelines
using this formula and adding the estimated impact of vacancy
leases are equal this year.’

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 the PIOC projection. The “traditional” commensurate
yields 2.7% for a one-year lease and 4.3% for a two-year lease. This
reflects the increase in operating costs of 4.2% found in the 2022
PIOC and the projection of a 4.7% 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 inflates the debt
service portion of NOI. For both of these commensurate methods,
including a consideration of the amount of income owners receive
on vacancy (when there is such income) assumes that turnover
rates are constant across the City.

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
income constant, the formula does not consider the mix of one-
and two-year lease renewals. Since only about two-thirds of leases
are renewed in any given year, with a slight majority of leases
being renewed having a one-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 is that
it does not consider the erosion of owners’ income by inflation. By
maintaining current dollar NOI at a constant level, adherence to
the formula may cause profitability 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

Commensurates

“Net Revenue”
Commensurate Adjustment

1-Year Lease 2-Year Lease
3.0% 6.0%

“Net Revenue”
Commensurate Adjustment
with Vacancy Leases®
1-Year Lease 2-Year Lease

3.0% 6.0%

“CPI-Adjusted NOI”
Commensurate Adjustment

1-Year Lease 2-Year Lease
4.5% 9.0%

“CPI-Adjusted NOI”
Commensurate Adjustment
with Vacancy Leases
1-Year Lease 2-Year Lease

4.5% 9.0%

“Traditional”
Commensurate Adjustment

1-Year Lease 2-Year Lease
2.7% 4.3%
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by using only the known PIOC change in costs
(4.2%). 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 (4.7%).

Each of these formulas may be best thought
of as a starting point for deliberations. The data
presented in other Rent Guidelines Board annual
research reports (e.g., the Income and Affordability
Study and the Income and Expense Study) along
with public testimony can be used in conjunction
with these various commensurates to determine
appropriate rent adjustments.

Methodology

The Price Index measures changes in the cost of
purchasing a specified set of goods and services,
which must remain constant both in terms of
guantity and quality from one year to the next.
The need to exclude the effect of any alterations in
the quality of services provided requires that very
careful specifications of the goods and services
priced must be developed and applied. The pricing
specifications must permit the measurement of
changes in prices paid for carefully defined pricing
units with specific terms of sale, such as cash,
volume, or trade discounts.

Note that the various components of the PIOC
utilize cost/price changes from differing time
periods throughout the PIOC year (April through
March, the most current time period available
for analysis). For instance, the change in Taxes
is based on a point-to-point change from one
fiscal year to the next, while other components,
such as Maintenance, Labor Costs, Administrative
Costs and Insurance Costs rely on a point-to-
point change from one PIOC year to the next. For
those components where owners receive a bill
every month, such as Fuel and Utilities, prices are
gathered each month and a bill for the entire year
(April through March) is calculated and compared
to the same period of the previous year.

The Methodology section of this report
outlines the methods used to calculate each
component of the 2022 PIOC, as well as the PIOC
projection for 2023.

Owner Survey

The Owner Survey gathers information on
management fees, insurance, and non-union labor
from building managers and owners. A survey,
accompanied by a letter describing the purpose of
the PIOC, was mailed to the owners or managing
agents of buildings that contain rent stabilized
units. If a returned survey was not complete, an
interviewer contacted the owner/manager and
tried to gather the missing information. Owners
could complete the survey online or by mail. The
data gathered by the Owner Survey is the only
owner-reported data used in the PIOC.

The sample frame for the Owner Survey
included more than 40,000 buildings that contain
rent stabilized units registered with New York State
Homes and Community Renewal (HCR). RGB staff
used a random sampling scheme to choose 15,000
addresses from this pool for the Owner Survey. The
number of buildings chosen in each borough was
nearly proportional to the share of buildings in
that borough. Two successive mailings were sent at
timed intervals to the owner or managing agent of
each property selected in the survey sample.

To increase the number of responses, minor
changes made in the methodology for the Owner
Survey in 2021 were continued in 2022. Twice as
many surveys (15,000, versus 7,500 in prior years)
were sent to building owners and managers,
reaching approximately one-third of all buildings
that contain rent stabilized units. In addition, an
analysis of surveys from previous PIOCs showed that
submitted insurance and labor costs were largely
accurate when verified with brokers and non-union
employees. Therefore, not every response obtained
through the Owner Survey was independently
verified in this year’s PIOC. For example, staff verified
insurance policies that accounted for 80% of the cost
of current year insurance policies.

However, because the number of buildings
surveyed was doubled, a greater number of
responses were received than in recent years. The
increase in responses allowed more insurance
policies, wage rates, and management fees to
be used in the calculation of the components
of the PIOC that rely on the owner survey, thus
increasing accuracy.
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Roughly 3.9% of the questionnaires mailed out
received a response. This was a lower response
rate than 2021 (4.7%), but the number of returned
surveys was still higher than 2020 (the last year
preceding the methodology changes). A total of
559 returned surveys contained usable information,
down from 640 in 2021, but up from 503 in 2020.
As a result, RGB staff was able to use 552 annual
insurance premiums, 178 non-union labor wage
rates, and 97 reported management fees. The
number of prices in 2021 and 2022 for the Owner
Survey is shown in Appendix B.1.

Taxes

The 2022 tax price relative was calculated by
providing a list of properties registered with
HCR to the NYC Department of Finance. Finance
“matched” this list against its records to provide
data on assessed value, tax exemptions, and tax
abatements for over 36,000 buildingsin FY 2021and
FY 2022. This data was used to compute a tax bill
for each building containing rent stabilized units in
each of these fiscal years. The change computed
for the PIOC is simply the percentage difference in
aggregate tax bills for these buildings from FY 2021
to FY 2022.

Labor Costs

The Labor Costs component consists of the cost of
unionized and non-unionized labor. Rate increases
for unionized labor, including wage increases and
health benefits, come directly from the contracts of
unions that represent workers in buildings and hotels
that contain rent stabilized units. The cost of Social
Security and unemployment insurance is obtained
from the NYS Department of Labor and the Internal
Revenue Service (IRS). Wage increases for non-
union labor are obtained from the Owner Survey
(see “Owner Survey” section on the previous page
regarding non-union labor wage methodology).

Fuel

The Fuel component consists of all types of fuel
used for heating buildings, including oil, natural

gas, electricity, and steam.

In order to calculate the change in cost of
fuel oil, prices set by fuel oil vendors for a gallon
of heating oil are gathered on a monthly basis. A
monthly survey makes it possible to keep in touch
with fuel oil vendors and to gather the data on a
consistent basis (i.e., on the same day of the month
for each vendor). Vendors are called each month to
minimize the likelihood of misreporting and also to
reduce the reporting burden for the companies by
eliminating the need to look up a year’s worth of
prices. The number of fuel oil quotes gathered this
year for #2 and #4 oil is higher than last year and is
contained in Appendix B.1.

To calculate changes in fuel oil costs, monthly
price data is weighted using a degree-day formula
to account for changes in the weather. The number
of Heating Degree Days (defined in Endnote 4) is a
measure of heating requirements.

The Fuel component includes not only the
cost of fuel oil, but also the cost to heat buildings
with natural gas, electricity, and steam. For these
items, RGB staff calculates a hypothetical monthly
bill for utilities based in part on supply rates, fuel
adjustments, delivery charges, taxes, and other
surcharges and fees. Bills are calculated based
on typical usage in a multi-family building in New
York City, an amount that remains constant from
year to year.

Because these items represent prices to
heat buildings, monthly price data is adjusted to
account for changes in weather. The price relatives
for all items in the Fuel component were calculated
by comparing the most recent April-March period
with the prior April-March period.

Utilities

The Utilities component consists of costs for non-
heating electricity and natural gas, as well as
water and sewer charges. RGB staff calculates a
hypothetical monthly bill for electricity and natural
gas based in part on supply rates, fuel adjustments,
delivery charges, taxes, and other surcharges and
fees. Bills are calculated based on typical usage in
a multi-family building in New York City, an amount
that remains constant from year to year. The price
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relatives for electricity and natural gas items in the
Utilities component were calculated by comparing
the most recent April-March period with the prior
April-March period.

Water and sewer price changes are based on
annual rate adjustments set by the NYC Water
Board.

Maintenance

All prices for items in this component are obtained
using aVendor Survey. This Survey is used to gather
price quotes for items such as painting and other
services performed by contractors; hardware and
cleaning items; and appliances that need periodic
replacement. Each year the database is updated by
adding new vendors and by deleting those who no
longer carry the products or perform the services
outlined in the Vendor Survey item specifications.
Vendor quotes were obtained over the telephone,
and for non-service based items by telephone
and from websites that carry items in the PIOC’s
market basket of goods. A total of 509 recorded
price quotes were gathered (for both Maintenance
and Administrative Costs). For a description of the
items priced and the number of price quotations
obtained for each item, refer to Appendix B.1.

Administrative Costs

Management fees are obtained directly from
building owners and managers, using the Owner
Survey (see “Owner Survey” section on Page 22).
Other expense items, such as accountant and
attorney fees, are obtained using the Vendor
Survey, as described in the “Maintenance” section,
above. For communications costs, because there
are so many variations in types of plans for internet
and phone service, staff relied on the national
Consumer Price Index to obtain price changes for
these items. Monthly price changes were obtained
from the U.S. Bureau of Labor Statistics website
and were calculated by comparing the most recent
12-month period from March-February with the
prior March-February period. For a list of all the
expense items contained in the Administrative
Costs component, see Appendix B.1.

Insurance Costs

The Owner Survey asks owners to provide
information about their current and prior year’s
insurance policies. Temporary workers call the
relevant insurance agents/brokers to verify much
of this information. As noted in the Owner Survey
methodology, for the second consecutive year,
because of an increased number of responses, not
every insurance policy was verified. Staff verified
insurance policies that accounted for 80% of the
cost of current year insurance policies.

Price Index Projections

The PIOC Projections are estimated by using data
from federal, state, and local agencies; estimates
from industry experts; and trend forecasting using
three-year or long-term averages. The projections
in this report are for the time period from April
2022 to March 2023.

Taxes were projected by using data from the
Department of Finance’s tentative assessment roll
for FY 2023 adjusted by estimates of how the final
PIOC tax index has compared to the change in the
tentative assessment roll over the last decade. These
estimates produce a projected tax cost for owners
of rental properties. Labor costs are projected by
calculating the average wage and benefit increases
of the most recent labor contracts for apartment
workers union Local 32-BJ, and a ten-year geometric
average (which compounds annual growth rate) of all
other Labor Costs items. Fuel oil and natural gas costs
for the Fuel component are projected by using data
and information from the U.S. Energy Information
Administration’s (EIA) current “Short-Term Energy
Outlook” report, which includes assumptions about
changes in usage according to a projected return
to the average temperature over the last five years.
Utility costs are projected by taking the average of
the last four New York City Water Board water and
sewer rate adjustments as well as EIA projections for
residential gas and electricity costs.’

The other components — Administrative Costs,
Insurance Costs, and Maintenance — are projected
by using three-year geometric averages of the
component price relatives.
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Endnotes

1. Prior to 2015, the relative importance of the various goods and
services in the market basket was based on a 1983 study of
expenditure patterns of owners of buildings that contain rent
stabilized units. In 2015, the Price Index of Operating Costs (PIOC)
component expenditure weights for buildings that contain rent
stabilized apartments were changed to the expenditure patterns
found in the Rent Guidelines Board’s annual Income and Expense
(I&E) Study, which allows for the annual updating of expenditure
patterns based on what owners report to the New York City
Department of Finance as their actual costs on Real Property
Income and Expense (RPIE) statements required by Local Law 63
(enacted in 1986). Note that only the Apartment PIOC is weighted
with data from RPIE reports. The Hotel and Loft PIOCs continue
to use the 1983 study. For a full description of the methodological
changes to the expenditure weights used in the current PIOC,
please refer to the RGB 2015 Price Index of Operating Costs report
at https://rentguidelinesboard.cityofnewyork.us/research/.

2. The average CPI for All Urban Consumers, New York-Northeastern
New Jersey for the year from March 2021 to February 2022 (294.7)
compared to the average for the year from March 2020 to February
2021 (283.5) rose by 4.0%. This is the latest available CPI data
and is roughly analogous to the ‘PIOC year’.

3. New York City has four property tax classes. Most buildings that
contain rent stabilized units are in Tax Class 2, which consists
of rental buildings of four units or more and cooperative and
condominium buildings of two units or more. A small building that
contains rent stabilized units only because of a tax abatement or
exemption program (such as 421-a or J-51) would more likely be
in Tax Class 1, which consists of most residential property of up to
three units (family homes and small stores or offices with one or
two apartments attached), and most condominiums that are not
more than three stories. In the tax file used by the RGB to compute
the Taxes component, almost all of the more than 36,000 buildings
analyzed were Tax Class 2.

4.  The cost-weight relatives are calculated on an April to March time
period. The April 2021 to March 2022 time period was 3.3% warmer
than the previous April to March period. “Normal” weather, which is
the standard set by National Oceanic and Atmospheric Administration
(NOAA), refers to the typical number of Heating Degree Days
measured at Central Park, New York City, over the 30-year period
from 1991-2020. NOAA recalculates this 30-year average and
issues a new “normal’ every ten years. A Heating Degree Day is
defined as, for one day, the number of degrees that the average
temperature for that day falls below 65 degrees Fahrenheit.

5. The commensurate rent adjustments were first introduced before
deregulation was wide-spread. 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

10.

1.

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.

From 1997 through 2019, vacancy increases of up to 20% were
permitted under State law. In 2019, with the passage of the Housing
Stability and Tenant Protection Act, vacancy increases were no
longer permitted under State law, but vacancy increases equal to
renewal lease guidelines were permitted. In addition, any vacant
unit where the previous tenant was charged a preferential rent can
charge the higher legal rent to the incoming tenant. Therefore,
while vacancy increases are no longer permitted under State

law, increases upon vacancy are possible. However, under RGB
Order #51 (for renewal guidelines during the period of 10/1/19 to
9/30/20), vacancy increases were not specifically authorized. In the
next guideline period (Order #52, from 10/1/20 to 9/30/21), while
vacancy increases were authorized (in the amount equal to renewal
guidelines), the one-year lease renewal guideline was 0.0%, as

was the first year of the two-year guideline. While individual units
within the HCR registration files showed increases and decreases
on a point-to-point basis from April of 2020 to April of 2021 (the most
recent file available), the median change was 0.0%.

The following assumptions were used in the computation of the
commensurates: (1) the required change in owner revenue is 65.5%
of the 2022 PIOC increase of 4.2%, or 2.7%. The 65.5% figure is the
most recent ratio of average operating costs to average income in
buildings that contain rent stabilized units; (2) for the “CPI-Adjusted
NOI” commensurate, the increase in revenue due to the impact of
inflation on NOI is 34.5% times the latest 12-month increase in the
CPI ending February 2022 (4.0%), or 1.4%; (3) these lease terms are
only illustrative—other combinations of one- and two-year guidelines
could produce the adjustment in revenue; (4) assumptions regarding
lease renewals and turnover were derived from the 2017 Housing
and Vacancy Survey; (5) for the commensurate formulas, including
the impact on revenue from vacancy leases, a 0.0% increase in
vacancy leases was applied to the estimated 10.1% of rent stabilized
units that turn over each year (as based on 2017 NYC Housing

and Vacancy Survey data). This increase was derived from the
median change in rent paid on leases noted as having a rent change
due to vacancy in the 2021 HCR registration file (the most recent
data available to the RGB). As noted in the text, because it was
determined that there was no impact from the revenue derived from
vacancy leases, the commensurates that include vacancy equal
those that do not; and (6) the collectability of these commensurate
adjustments are assumed.

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.

Source: “Short-Term Energy Outlook,” March 2022. U.S. Energy
Information Administration, Department of Energy. https://www.eia.
gov/outlooks/steo/report/.

See Endnote 7 or the text in the “Commensurate Rent Adjustments”
section for more information on why the commensurates that
include vacancy are equal to those that do not.

See Endnote 7 or the text in the “Commensurate Rent Adjustments”
section for more information on why the commensurates that
include vacancy are equal to those that do not.
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M This year’s study reflects the significant impact of the first
year of the COVID-19 pandemic on the NYC economy.

M From 2019 to 2020, Net Operating Income (revenue
remaining after operating costs are paid) fell 7.8% for
buildings containing rent stabilized units, the fourth
decrease in the last 30 years.

VI Rental income decreased an average of 3.8% between
2019 and 2020.

I Total income declined an average of 4.6% between 2019
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VI Operating costs fell an average of 2.8% between 2019 and
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Introduction

As part of the process of establishing rent
adjustments for stabilized apartments, as required
by the Rent Stabilization Law, the NYC Rent
Guidelines Board (RGB) since 1969 has analyzed the
cost of operating and maintaining rental housing
in New York City. Until 1990, the Board measured
changes in prices and costs solely using the Price
Index of Operating Costs (PIOC), a survey of prices
and costs for various goods and services required
to operate and maintain rent stabilized apartment
buildings, which include buildings that contain at
least one rent stabilized unit.

Beginning in 1990, the RGB began using a new
data source that greatly expanded the information
base used in the rent adjustment-setting process:
Real Property Income and Expense (RPIE) statements
from buildings containing stabilized units collected
by the NYC Department of Finance. RPIE data
encompasses both revenue and expenses, allowing
the Board to accurately gauge the overall economic
condition of New York City’s rent stabilized housing
stock. By using consecutive RPIE filings from an
identical set of buildings, a longitudinal comparison
can also be made that illustrates changes in
conditions over a two-year period.

Thisreport examines the conditions that existed
in New York’s rent stabilized housing market in
2020, the year for which the most recent data set is
available, and the extent to which these conditions
changed from 2019. This Income & Expense Study
reflects the extraordinary impact of the first year of
the COVID-19 pandemic on NYC’s housing market.

Local Law 63

The income and expense (I&E) data for stabilized
properties originate from Local Law 63, enacted
in 1986. This statute requires owners of apartment
buildings to file RPIE statements with the NYC
Department of Finance annually. While certain
types of properties are exempt from filing RPIE
forms  (cooperatives, condominiums,  most
residential-only buildings with fewer than 11 units
or with an assessed value under $40,000), the
mandate produces detailed financial information

on thousands of buildings containing stabilized
units. To ensure only buildings that contain rent
stabilized units are analyzed (see Methodology
section for further details), the NYC Department
of Finance releases data to the RGB only after
matching I&E data with building registration data
from NYS Homes and Community Renewal (HCR).
The data used in this year's RGB Income and
Expense (I&E) Study includes 14,828 properties
containing 684,597 units.

RPIE Study

Rents and Income

RPIE rent figures include revenue collected for
apartments (both rent regulated and unregulated),
owner-occupied or related space and government
subsidies. In 2020, rent stabilized property owners
collected monthly rent averaging $1,422 per unit.
As in previous years, units in pre-war buildings
rented for less on average ($1,310 per month) than
those in post-war buildings ($1,676 per month).!
At the borough level, the average monthly
rents in buildings containing stabilized units were
$1,870 in Manhattan ($2,363 in Core Manhattan
and $1,369 in Upper Manhattan); $1,372 in Queens;
$1,367 in Brooklyn; $1,115 in Staten Island; and
$1,053 in the Bronx. Average monthly rent per unit
in the City, excluding Core Manhattan?, was $1,288.
The median monthly rent Citywide was $1,280
in 2020. At the borough level, median rent was
$1,625 in Manhattan ($1,835 in Core Manhattan
and $1,270 in Upper Manhattan); $1,317 in Queens;
$1,221 in Brooklyn; $1,092 in Staten Island; and
$1,043 in the Bronx. Median monthly rent per unit
in the City, excluding Core Manhattan, was $1,184.
Many building owners supplement income
from their apartment rents by selling services as
well as by renting commercial space. Gross income
encompasses all revenue from rent, including
apartment rent; commercial rent (e.g., retail, cell
towers, billboards); sales of services, such as laundry;,
parking, and vending; and all other operating
income. Current RPIE filings show an average
monthly gross income of $1,580 per unit in 2020,
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with pre-war buildings earning $1,458 per unit
and post-war properties earning $1,857 per unit.
Gross income was highest in Manhattan, at $2,172
per unit per month ($2,636 in Core Manhattan,
and $1,579 in Upper Manhattan). In the remainder
of the City, Brooklyn’s gross income was $1,458;
followed by Queens, at $1,452; Staten Island, at
$1,222; and the Bronx, at $1,177. Monthly income
per unit in the City, excluding Core Manhattan, was
$1,388. Income from commercial space and services
accounted for a 10.0% share of the total income
earned by building owners in 2020, down eight-
tenths of a percentage point from the previous
year. By borough, income earned from services and
commercial rents as a percentage of total building
income was 13.9% in Manhattan (14.2% in Core
Manhattan and 13.3% in Upper Manhattan); 10.5%
in the Bronx; 8.8% in Staten Island; 6.3% in Brooklyn;
and 5.5% in Queens. In the City excluding Core
Manhattan, the proportion was 7.2%. The graph

on this page shows the average rent and income
collected in 2020 by borough, and for the City.

Median income for owners in 2020 was
$1,389. At the borough level, Manhattan had the
highest median income, at $1,846 ($2,090 in Core
Manhattan and $1,409 in Upper Manhattan);
followed by Queens, at $1,363; Brooklyn, at $1,289;
Staten Island, at $1,186; and the Bronx, at $1,147.
Median monthly income per unit in the City,
excluding Core Manhattan, was $1,271. (For rent
and income averages and medians by borough,
building age, and size, see details in Appendices
C3andC4)

Comparing Rent Measurements

Another data source, NYS Homes and Community
Renewal (HCR) annual registration data, provides
important comparative rent data to the collected
rents stated in RPIE filings. A comparison of

Average Monthly Collected Income/Rent per Dwelling Unit by Borough

Income and Rent Highest in Manhattan in 2020

- Income

Core Manhattan
Upper Manhattan
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Note: Core Manhattan refers to the area south of W 110th and E 96th Streets. Upper Manhattan refers to the remainder of the borough.
Source: NYC Department of Finance, 2020 RPIE Data
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collected RPIE rents to HCR rents is an indicator
that reflects conditions such as preferential rents,
nonpayment and vacancies.

Rents included in RPIE filings are different than
HCR figures primarily because of differences in how
average rents are computed. RPIE data reflects actual
rent collections, while HCR data consists of legal
rents registered annually with the agency. Since
HCR rent data does not reflect preferential rents, nor
include vacancy and collection losses, these have
always been higher than RPIE rent collection data.
In addition, RPIE information includes unregulated
apartments in buildings containing rent stabilized
units. Further, the RPIE information reflects rents
collected over a 12-month period while HCR data
reflect rents registered, at a particular point in time,
on April 1 of each year.

From 2019 to 2020, the gap between annual
RPIE and HCR average rents was 31.1%, as indicated
by the average RPIE rent of $1,422 and average
HCR legal stabilized rent of $2,065. This is a 2.9
percentage point increase from the 28.2% gap
the previous year, a growth in the gap that follows

Average Monthly Citywide Collected Rents as

a Share of Average Monthly HCR Legal
Registered Rents, 1990-2020

Percentage of Legal Rent
Collected Decreased in 2020

'90 '92 '94 '96 '98 '00 '02 '04 '06 '08 '10 '12 '14 '16 18 20

Source: HCR Annual Rent Registrations;
NYC Department of Finance, 1990-2020 RPIE Data

the general trend since 2002 of a growing gap in
most years. (See graph on this page for a historical
comparison of RPIE and HCR rent differences since
1990, when data first became available.)

At the borough level, the gap between
collected and legal rent varies significantly. In 2020,
Staten Island property owners collected an average
rent ($1,115) that was 36.5% below HCR’s average
legal rent for the borough ($1,755), while owners
in the other boroughs collected average rents that
were 34.3% lower in Manhattan; 29.3% lower in
Queens; 28.1% lower in Brooklyn; and 26.7% lower
in the Bronx. At least part of this differential is due
to preferential rents, usually offered when the legal
stabilized rent exceeds the market rate for the
area.® The gap this year was also exacerbated by
the pronounced impact of declining market rents
due to the COVID-19 pandemic.*

Another benchmark that can help place RPIE
rent data in context is the RGB Rent Index, which
measures the overall effect of the Board’s annual rent
increases on contract rents each year. As the table
on the next page shows, average RPIE rent growth,
reflecting the decline in market rents, fell 3.8%,
while the RGB rent index increased 1.5% between
2019 and 2020 (adjusted to a calendar year).

It is important to note that prior to passage
of the Housing Stability & Tenant Protection Act
of 2019, effective June 2019, there were several
ways in which rents could be raised beyond the
RGB's guidelines, including the deregulation of
apartment units; raising of preferential rents; and
vacancy allowances, impacting both RPIE and HCR
rent growth.

An extended view of the three indicesiillustrates
that overall, HCR legal rents have grown faster than
both collected rents and RGB rent guidelines from
1990 to 2020. During this period, HCR adjusted
legal rents increased 252.7%,° RPIE collected
rents increased 209.4%, and the RGB Rent Index
increased 191.9% (percentages not adjusted for
inflation).”

Operating Costs

Rent stabilized apartment buildings regularly incur
several types of expenses. RPIE filings categorize
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Rent Comparisons, 1990-2020

2019-20 RPIE Collected Rent Decreased
While Both HCR Legal Rents and
the RGB Rent Index Increased
RPIE HCR RGB
Rent Rent Rent
Growth Growth Index
(Adjusted)§ (Adjusted)d
1990-91 3.4% 4.1% 4.1%
1991-92 3.5% 3.0% 3.7%
1992-93 3.8% 3.0% 3.1%
1993-94 4.5% 2.4% 2.9%
1994-95 4.3% 3.1% 3.1%
1995-96 4.1% 4.1% 4.5%
1996-97 5.4% 4.6% 5.2%
1997-98 5.5% 3.3% 3.7%
1998-99 5.5% 3.7% 3.8%
1999-00 6.2% 4.4% 4.2%
2000-01 4.9% 5.3% 5.0%
2001-02 4.0% 4.4% 4.5%
2002-03 3.6% 6.9% 4.1%
2003-04% - 1.6% 5.5%
2004-05 4.6% 5.8% 4.6%
2005-06 5.6% 7.2% 4.3%
2006-07 6.5% 6.0% 4.2%
2007-08 5.8% 5.9% 4.7%
2008-09 1.4% 5.4% 7.5%
2009-10 0.7% 5.4% 5.2%
2010-11 4.4% 5.7% 3.7%
2011-12 5.0% 5.8% 4.4%
2012-13 4.5% 5.4% 4.1%
2013-14 4.8% 5.1% 4.1%
2014-15 4.4% 4.5% 2.2%
2015-16 3.1% 4.0% 1.6%
2016-17 3.0% 3.9% 1.9%
2017-18 3.7% 3.7% 2.4%
2018-19 3.3% 2.6% 2.5%
2019-20 -3.8% 0.7% 1.5%
1990 to
2020*t 209.4% 252.7% 191.9%
§See Endnote5 @ See Endnote 6
# See Endnote 7
* Not adjusted for inflation
Sources: NYS HCR Annual Rent Registrations;
NYC Department of Finance, 1990-2020 RPIE Data

operating and maintenance (O&M) costs into
eight major categories: taxes; labor; utilities;
fuel, insurance; maintenance; administrative;
and miscellaneous costs. Costs do not include
debt service. However, in contrast to revenues,
expenses do not distinguish between commercial
space and apartments, making the calculation
of “pure” residential operating and maintenance
costs impossible, except in a smaller data set of
residential-only buildings. Thus, the operating
costs, which are reported on an average per-unit
basis, are comparatively high because they include
various expenses for commercial space.

The average monthly O&M cost for units in
buildings containing stabilized units was $1,035
in 2020. Costs were lower in units in pre-war
structures ($997), and higher among post-war
buildings ($1,122).

By borough, average costs were lowest in
Staten Island ($810); followed by the Bronx ($811);
Brooklyn ($895); and Queens ($934); and highest
in Manhattan ($1,451). Within Manhattan, costs for
units located in Core Manhattan averaged $1,752 a
month, while the costs in Upper Manhattan were
$1,066. Excluding Core Manhattan, the average
monthly operating costs for stabilized building
owners in New York City was $900. The graph on
the next page details average monthly expenses by
cost category and building age for 2020. The graph
shows that taxes make up the largest expense,
averaging 31.3% of all costs among buildings
containing stabilized units.

Citywide, 2020 median O&M costs were $937.
By borough, Manhattan had the highest median
costs, at $1,245 ($1,407 in Core Manhattan and
$976 in Upper Manhattan); followed by Queens
at $886; Brooklyn at $849; the Bronx at $793; and
Staten Island at $771. Median monthly expenses
in the City, excluding Core Manhattan, were $853
(Appendices C.1-C.3 break down average costs by
borough and building age; Appendix C.4 details
median costs; and Appendix C.6 details distribution
of costs.)

In1992,the NYC Departmentof Financeand RGB
staff tested RPIE expense data for accuracy. Initial
examinations found that most “miscellaneous”
costs were administrative or maintenance costs,
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Average Monthly Expense per
Dwelling Unit per Month

Taxes Remain Largest Expense in 2020
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Source: NYC Department of Finance, 1990-2020 RPIE Data

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%. Costs tended to be less accurate in
small (11-19 units) properties and more precise for
large (100+ units) buildings. However, these results
are somewhat inconclusive since several owners
of large stabilized properties refused to cooperate
with the NYC Department of Finance’s assessors.
Adjustment of the 2020 RPIE O&M cost ($1,035) by
the results of the 1992 audit results in an average
monthly O&M cost of $951.8

Just as buildings without commercial space
typically generate less revenue on a per-unit basis
than stabilized properties with commercial space,
operating expenses in these buildings tend to be

B Post-46 Bldgs.

lower on average than in buildings
with a mixture of uses. In 2020,
unaudited average O&M costs for
“residential-only” buildings were
$956 per month, and average
audit-adjusted O&M costs for these
buildings were $878 per month.
Thus, residential-only buildings
have average O&M costs that are
7.7% lower than all buildings.

Distressed Buildings

Buildings that have operating and
maintenance costs that exceed
gross income are considered,
for the purposes of this study,
distressed. Among the propertiesin
2020 that filed RPIEs, 964 buildings,
equal to 6.5% of the total number
of buildings containing stabilized
units, had reported O&M costs that
exceeded gross income this year.
This was one full percentage point
higher than the prior year. Since
1990, when 13.9% of stabilized

‘ properties  were  considered
3350 distressed, the proportion of
distressed  buildings  declined

to as low as 4.9% in 2016. The
proportion of distressed properties has since risen
each the last four years, to the most recent 6.5%,
the highest level since 2013. (See graph on the next
page). Comparing Core Manhattan to the rest of
the City, the proportion of distressed properties in
Core Manhattan rose 3.1 percentage points from
2019 to 2020, compared to a 0.1 percentage point
increase in the rest of the City.

By borough, 56.6% of distressed buildings are
in Manhattan; while the remaining buildings are
in Brooklyn (16.6%); the Bronx (15.7%); Queens
(10.6%); and Staten Island (0.5%). (See Appendix C.7
for a complete breakdown of distressed buildings
by borough, building size and building age.)

Page 32 « Income & Expense



Proportion of Distressed Properties,
1990-2020

Share of Distressed Properties
Increases in 2020
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Source: NYC Department of Finance, 1990-2020 RPIE Data

Net Operating Income

Revenues exceed operating costs in nearly all
buildings, yielding funds that can be used for
mortgage payments, improvements and/or pre-
tax profit. The amount of income remaining after
operating and maintenance (O&M) expenses
are paid is typically referred to as Net Operating
Income (NOI). While financing costs, taxes, and
appreciation help to determine the ultimate value
of a property, NOI is a good indicator of its basic
financial condition. Moreover, changes in NOI are
easier to track on an aggregated basis than changes
in profitability, which require an individualized
examination of return on capital placed at risk.

On average, apartments in buildings containing
stabilized units generated $545 of net income per
month in 2020, with units in post-war buildings
earning more ($735 per month) than those in pre-
war buildings ($461 per month).

Average monthly, per-unit NOl is greateramong
stabilized properties in Manhattan ($721) than for
those in the other boroughs: $563 in Brooklyn; $518
in Queens; $412 in Staten Island; and $366 in the
Bronx. There was a notable difference when looking
at NOI on a sub-borough level in Manhattan. Core
Manhattan properties earned on average $884 per
unit per month in NOI, 72% greater than properties
in Upper Manhattan, which earned an average

NOI of $513. The monthly NOI average calculated
Citywide, excluding Core Manhattan, was $488.

Looking at the NOI using audit-adjusted
expense figures, the monthly Citywide NOI in 2020
was $629 per unit. (See Endnote 8.)

Average monthly unaudited NOI in
“residential-only” properties Citywide was $490
per unitin 2020, 10.2% lower than the average for
all buildings containing stabilized units.

NOl reflects the revenue available after payment
of operating costs; that is, the amount of money
owners have for financing their buildings; making
capital improvements; paying income taxes and
taking profits. While NOI should not be the only
criterion to determine the ultimate profitability of
a property, it is a useful exercise to calculate the
annual NOI for a hypothetical “average stabilized
building” with 11 or more units. Multiplying the
average unaudited monthly NOI of $545 per unit by
the typical size of buildings in this year’s analysis (an
average of 46.2 units) yields an estimated average
annual NOI of approximately $302,000 in 2020.
In NYC excluding Core Manhattan, the monthly
NOI of $488 per unit multiplied by the typical size
of buildings in this year’s analysis outside Core
Manhattan (an average of 46.3 units) yields an
estimated average annual NOI of approximately
$271,000. (For NOI averages by borough, building
age, and size, see details in Appendix C.5.)

Operating Cost Ratios

Another way to evaluate the financial condition
of buildings that contain rent stabilized units is
by measuring the ratio of expenses to revenues.
Traditionally, the RGB has used O&M Cost-to-
Income and O&M Cost-to-Rent ratios to assess
the overall health of the stabilized housing stock,
assuming that owners are better off by spending
a lower percentage of revenue on expenses. The
graph on the next page shows how over the period
from 1990 to 2020, the proportion of total income
and rent collections spent on audit-adjusted
operating costs has fluctuated. The audit-adjusted
Cost-to-Income ratio in 2020 was 60.2%, a two-
tenths of a point decline from the prior year’s
60.4%. This means that on average, owners of rent
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stabilized properties spent roughly 60.2 cents
out of every dollar of revenue on operating and
maintenance costs in 2020. Looking at unaudited
expenses, the Cost-to-Income ratio in 2020 was
65.5, a 0.3 percentage point decline from the prior
year. The unaudited median Cost-to-Income ratio
was 67% in 2020, up from 66% last year.

Examining the ratio of costs to rent collections,
audit-adjusted operating costs in 2020 were
66.9% of revenues from rent, down 0.9 percentage
points from the prior year. (See Endnote 8.) Using
unaudited expenses, the Cost-to-Rent ratio in 2020
was 72.8%, a full percentage point decline from
last year’s 73.8%. Looking at the unaudited median
Cost-to-Rent ratio, it was 73% in 2020, up from 72%
last year.

Rents, income, and costs per unit were on
average highest in Core Manhattan in 2020 (see
map and graphs on this page). Excluding Core
Manhattan, average revenue and costs figures are
lower, and have different expense to revenue ratios.
In a reversal from prior years, the audit-adjusted
Cost-to-Income Ratio for the rest of the City was
59.6%, lower than the Cost-to-Income Ratio

Ratios of Citywide Average Monthly Audit-

Adjusted O&M Costs to Average Monthly
Gross Income and Rent 1990-2020

Cost-to-Income and Cost-to-Rent
Ratios Decrease in 2020

- O&M to Rent O&M to Income

70%
65%
60%
55%

50%

45% —
'90 '92 '94 '96 '98 '00 '02 '04 '06 '08 '10 '12 '14 '16 '18 '20

Source: NYC Dept. of Finance, 1990-2020 RPIE Data

for buildings in Manhattan’s Core (61.0%). (See
Endnote 8.) These figures indicate that on average,
owners of buildings that contain stabilized units

Average Monthly Rent, Income, Operating Costs, NOI, and Cost-to-Income Ratios,
Core Manhattan vs. Rest of the City, 2020

Cost-to-Income Ratio Higher in Core Manhattan This Year

Core Manhattan

Costs NOI

Rent Income
Cost-to-Income Ratio*
61.0%

NYC excluding
Core Manhattan

Rent Income Costs NOI
Cost-to-Income Ratio*
59.6%

*Ratios use audit-adjusted costs See Endnote 8.
Source: NYC Department of Finance, 2020 RPIE Data
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outside of Core Manhattan spend about 1.5 cents
less of every dollar of revenue on expenses, as
compared to their counterparts in Core Manhattan.
This is the first time in the history of the survey
that the Cost-to-Income ratio was greater in Core
Manhattan than in the rest of the City.

In order to analyze Cost-to-Income ratios
in more detail, DOF also calculates this ratio by
decile. As previously discussed, half of all buildings
containing stabilized units Citywide (or the 50th
decile, also know at the median) have unaudited
Cost-to-Income ratios of 0.67 or less. This means
that half the building owners spent no more than
67 cents out of every dollar of revenue on operating
and maintenance costs in 2020. Examining the 30%
decile level, three out of every ten building owners
Citywide pay no more than 61 cents of every dollar
of revenue on operating and maintenance costs,

and the remaining seven pay more. Looking at
another decile level, 70%, seven out of every ten
building owners Citywide pay no more than 75
cents of every dollar of revenue on O&M costs, and
the remaining three pay more. The complete table
of all ten decile levels Citywide and by borough can
be found in Appendix C.8.

Net Operating Income After Inflation

The amount of net operating income is a function
of the level of expense and the level of revenue
in each year (revenues minus operating expenses
equals net operating income). Adjusting NOI as
well as rent, income and costs figures for inflation
(in constant 2020 dollars), and comparing different
base years to the latest data available is a useful way
to assess the health of the stabilized housing stock

Citywide Income, Rent, Costs, and NOI After Inflation, 1990-2020

Inflation-Adjusted Net Operating Income Up 46.6% Since 1990
(Average Monthly Income, Rent, Operating Costs, and NOI per Dwelling Unit in Constant 2020 Dollars)

1990

Income
37.2%

Rent
38.1%

Costs
32.7%

NOI
46.6%

1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020

Note: Percent changes are point-to-point measurements.
Sources: NYC Rent Guidelines Board Income and Expense Studies, 1992-2022;
NYC Department of Finance, 1990-2020 RPIE Data
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2022 Income and Expense Study

Income, Rent, Costs, and NOI After Inflation per Borough, 1990-2020

Since 1990, Inflation-Adjusted NOI Rises Citywide and in Each Borough
(Average Monthly Income, Rent, Operating Costs, and Net Operating Income
per Dwelling Unit in Constant 2020 Dollars)

Manhattan

'90'92'94'96'98'00'02'04'06'08'10'12'14'16'18 20
Income Rent Costs NOI
35% 38% 41% 24%

Queens
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50 .

Brooklyn

$2,500 -
$2,250
$2,000
$1,750
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$1,250
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'90'92'94'96'98'00'02'04'06'08'10'12'14'16'18'20

Income Rent Costs NOI
69% 65% 43% 137%

Bronx

$2,500 ¢
$2,250
$2,000
$1,750
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$1,250
$1,000 § ‘
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$250 e
$0§§iiiiiiiiiiiiii”“
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Income Rent Costs NOI Income Rent Costs NOI
47% 47% 36% 74% 42% 33% 33% 66%

Notes: Percent changes are point-to-point measurements.
Staten Island is excluded due to insufficient data from prior years.
Sources: NYC Rent Guidelines Board Income and Expense Studies, 1992-2022;
NYC Department of Finance, 1990-2020 RPIE Data
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because it helps to determine if buildings generate
enough revenue to be properly maintained, as
well as how well revenues have been meeting or
exceeding expenses without erosion by inflation.

Point-to-point comparisons of average figures
show that, from 1990 to 2020, after adjusting for
inflation, NOI has increased 46.6% (see graph
on page 35). This indicates that revenues have
outpaced expenses to the extent that average
monthly NOI was 46.6% more in 2020 than it was in
1990, after adjusting for inflation.’

Rent, income, and costs can be compared
similarly. Between 1990 and 2020, inflation-
adjusted rent increased a cumulative 38.1%,
income by 37.2%, and costs by 32.7%, resulting
in the increase in NOI, after inflation, of 46.6%.

While the Citywide graph of inflation-adjusted
revenue, expense, and NOI figures is useful for
demonstrating the overall stabilized rental housing
market, disaggregating the same figuresby borough
shows how the market can differ from area to area.
Looking at the boroughs individually, from 1990 to
2020, all boroughs saw sizable increases in their net
income, with Brooklyn seeing the largest increase,
with NOI increasing 137%, followed by Queens, up
74%; the Bronx, up 66%; and Manhattan, up 24%
(see graphs on previous page).

Longitudinal Analysis

The longitudinal section of this study measures
changes in rent, income, costs, operating cost
ratios, and net operating income that occurred in
the same set of 13,969 buildings from 2019 to 2020.

Rents and Income

Rent collections change for a number of reasons,
including increases allowed under RGB guidelines;
combining apartments; individual apartments
improvements  (lAls);  building-wide  major
capital improvements (MCIs); and varying levels
of nonpayment of rent. In addition, with the
consequential economic impact of the pandemic,
overall market rents fell this year, with the borough
of Manhattan hit the hardest. (See Endnote 4.)

Average rent collections in buildings containing
stabilized units fell by 3.8% from 2019 to 2020. Rent
collections in post-war buildings fell at a lower rate,
down 2.9%, than pre-war buildings, which declined
by 4.4%. Rent collections fell the most among 11-
19 unit buildings, declining 5.6%; followed by large,
100+ unit buildings, down 4.0%; and mid-sized, 20-
99 unit buildings, down 3.4%.

Examining rent collections by borough, Staten
Island was the only borough to see rent collections
increase, up 0.5%. The largest decline was in
Manhattan, falling 7.4%; followed by Queens, down
2.1%; the Bronx, down 1.7% and Brooklyn, down
1.2%. Within Manhattan, Core Manhattan rents fell
more, down 8.9%, while Upper Manhattan rents fell
4.2%. Rent collections in the City, excluding Core
Manhattan, declined 2.0%. The decline in median
rent Citywide was 2.8%.

Looking at rent collections throughout New
York City, the vast majority of Community Districts
saw a decline in average rent from 2019 to 2020.%°

At the neighborhood level, only four
neighborhoods saw a growth in average rents:
Bushwick, Brooklyn, up 3.2%; Throgs Neck/
Co-op City, Bronx, up 1.4%; and Sheepshead Bay/
Gravesend, Brooklyn and the Rockaways, Queens,
both up 0.5%. The remaining districts experienced
a decline in average rents, most significantly in
Manhattan. Ten of the eleven largest declines in
rent occurred in Manhattan neighborhoods. The
largest was in Chelsea/Clinton, down 12.4%; Lower
East Side/Chinatown, down 12.1%; Midtown,
down 11.9%; Greenwich Village, down 11.5%; and
Stuyvesant Town/Turtle Bay, down 10.7%. The
largest decline in Queens was in Jamaica, down
10.0%. The largest decline in Brooklyn was in
Sunset Park, down 5.1%; and the largest decline
in the Bronx was in Hunts Point/Longwood, down
3.6%. See map on the next page and Appendix
C.13 for a breakdown of changes in rent collections
by Community District throughout NYC.

The average total income collected in buildings
containing stabilized units, comprising apartment
rents, commercial rents, and sales of services, fell
4.6% from 2019 to 2020. Revenues fell more in
pre-war buildings, down 5.5%, compared to 3.0%
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Change in Rent Collections by
Community District, 2019-20

Collected Rents Decline in Vast Majority of Community Districts

B 05%—32%
B -1.7%—-0.1%
[l -5.8%—-1.9%
B -124%—-6.0%
[ ] NotApplicable*

*Community Districts with not enough buildings for reliable data.

Source: NYC Department of Finance, 2019-20 RPIE Data

among post-war buildings.

Similar to the change in collected rent, only
Staten Island saw income increase, up 0.4%. The
largest income decline was in Manhattan, down
8.9%; followed by Queens, down 2.2%; the Bronx,
down 1.9% and Brooklyn, down 1.2%. Within
Manhattan, Core Manhattan income fell the most,
down 10.7%, while Upper Manhattan income
declined 4.7%. Total income in the City, excluding
Core Manhattan, fell 2.2%. The median decline in
income Citywide was 3.0%.

Operating Costs

Citywide, average expenses in buildings containing
stabilized units declined 2.8% from 2019 to 2020.
Pre-war buildings saw a larger decline in expenses,
down 3.3%, while post-war buildings experienced a

1.8% decline in expenses. However,
the change in operating costs
varied by borough. Costs fell the
most in Manhattan, down 3.9%;
followed by Queens, declining
2.5%; Staten Island, down 2.3%
and the Bronx and Brooklyn, both
falling 2.0%. Within Manhattan,
Upper Manhattan costs fell more,
falling 4.5%, while costs declined
3.6% in Core Manhattan. Operating
costs in the City, excluding Core
Manhattan, fell 25%. Median
Citywide expenses fell 2.6%.

For a detailed breakdown of
the changes in rent, income, and
costs by building size, age, location,
and stabilized unit proportions, see
Appendices C.10 and C.11.

RPIE Expenses and the PIOC

Data sets from the RPIE and
the RGB’'s long-running survey,
the Price Index of Operating
Costs (PIOC), provide a form of
independent  verification  for
the expense data in the other.
However, precise comparison of
I&E and PIOC data is somewhat difficult due to
differences in the way each instrument defines
costs and time periods. For example, there is a
difference between when expenses are incurred
and paid by owners as reported in the RPIE, versus
the price quotes obtained from vendors for specific
periods as surveyed in the PIOC. In addition, the
PIOC primarily measures prices on a April to March
basis, while most RPIE statements filed by landlords
are based on the calendar year. (See Endnote 5.) To
compare the two, weighted averages of each must
be calculated, which may cause a loss in accuracy.
Finally, the PIOC measures a hybrid of costs, cost-
weighted prices, and pure prices, whereas the RPIE
provides unaudited owner-reported costs. The PIOC
grew by 3.5% from 2019 to 2020, the same period
as a 2.8% decline in I&E costs, a 6.3 percentage
point difference. (See graph on the next page.)
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Change in Operating & Maintenance Costs, RPIE and the PIOC, 1990 to 2020

In 2020, PIOC Costs Grew While Owner-Reported RPIE Expenses Declined
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From 1990-91 to 2019-20, cumulative growth
in owners’ costs as measured by the two indices
varied. Overall nominal costs measured in the PIOC
increased at a greater rate, 252.7%, compared to
RPIE data, which grew 204.0% over this period.**

Operating Cost Ratios

Between 2019 and 2020, the proportion of gross
income spent on audit-adjusted expenses (the
O&M Cost-to-Income ratio) increased, rising by 1.1
percentage points. In addition, the proportion of
rental income used for audit-adjusted expenses
(the O&M Cost-to-Rent ratio) also increased, up
seven-tenths of a percentage point from the prior
year. (See Endnote 8.)

Similarly, examining unaudited expense
data, the unaudited Cost-to-Income ratio
rose by 1.2 percentage points from 2019 to
2020, and the wunaudited Cost-to-Rent ratio
increased seven-tenths of a percentage point.

Net Operating Income

Net Operating Income (NOI) refers to the earnings
that remain after operating and maintenance (O&M)
expenses are paid, but before payments of income
tax and debt service. Citywide NOI in buildings
containing stabilized units fell by 7.8% between
2019 and 2020. Since 1990-91, when this study first
calculated the change in NOI, it has declined just
four times: 2001-02, 2002-03, 2017-18 and this year.
Citywide, NOI in post-war buildings fell 4.7%, while
in older, pre-war buildings, it declined by 9.8%.

The average change in NOI from 2019 to 2020
varied throughout the City. NOI increased in Staten
Island, where it rose 6.4%; as well as in Brooklyn, up
0.1%. However, NOI declined 17.5% in Manhattan;
1.8% in the Bronx; and 1.6% in Queens. Within
Manhattan, NOI fell 22.0% in Core Manhattan and
5.2% in Upper Manhattan. Monthly NOI in the City,
excluding Core Manhattan, fell 1.5%. See Appendix
C.12 for a breakdown of NOI by borough, building
age, and building size.
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