










































AOD Exhibit A (Guidelines for Review) 

Respondents and OAG have agreed upon the following guidelines to identify units 
currently owned by the Funds and certain of the Respondents whose regulated status or legal 
rents may have been impacted by the kickback scheme described in paragraphs 38-41 of 
Assurance of Discontinuance (“AOD”) 21-053. 

Scope of Review.   The review will cover units in properties currently owned by the 
Funds through limited partnerships or limited liability companies and owned by certain of the 
Respondents (such properties, “Covered Properties”) for which Respondents claimed a rent 
increase associated with an IAI in which a Relevant Contractor (as defined below) performed 
some or all labor (such units, “Covered Units”).  Units where no work was undertaken by a 
Relevant Contractor are not subject to the guidelines and protocols sets forth in Exhibits A or B. 

The review will cover the period beginning on the date the Covered Property was 
purchased by the Funds or Respondents until the effective date of this AOD.  Respondents 
represent that no Relevant Contractor has been hired to perform any work on the Covered Units 
since May 2019. 

Relevant Contractors shall mean (i) Apical; (ii) C&D of New York Inc.; (iii) Carson St. 
Equities; (iv) DRW Consolidated; (v) Hausmann Service Corporation; (vi) JK Windows & 
Doors; (vii) KKA Consolidated; (viii) Land Design Studio Inc.; (ix) OVQ Consolidated Corp.; 
and (x) Progeny Restoration.   

 Recalculated Rent.  Respondents, with the assistance of counsel retained pursuant to 
paragraph 51 of the AOD, will recalculate the Legal Regulated Rent (“LRR”) of each Covered 
Unit by removing 10% of the labor costs of the Relevant Contractor from the claimed IAI and 
determining the LRR that would result (the “Initial Recalculated Rent”). All other costs will 
remain as claimed, including material costs and the labor costs of contractors other than the 
Relevant Contractors. In addition, for the avoidance of doubt, in cases where the IAI was 
performed while the Covered Unit is vacant, the Initial Recalculated Rent will include any 
applicable lawful rent increases, including vacancy rent increases and longevity rent increases 
allowed by the RSL and RSC at the time of the vacancy.   
 

If the Initial Recalculated Rent is greater than or equal to the high-rent deregulation 
threshold applicable at the time of the first lease following the IAI, no further review is required.  

If the Initial Recalculated Rent is less than the high-rent deregulation threshold applicable 
at the time of the IAI, Respondent, with the assistance of counsel retained pursuant to paragraph 
51 of the Assurance, will further calculate the effective LRR, based on the Initial Recalculated 
Rent, at all points in time from the date of the first lease following the IAI to the present, taking 
into account all subsequent lawful rent increases for the unit, including, but not limited to, all 
allowable vacancy rent increases, all allowable longevity rent increases, and all available New 
York City Rent Guidelines Board rent increases associated with the unit (the “Effective 
Recalculated Rent”). 



If the Effective Recalculated Rent is greater than or equal to the high-rent deregulation 
threshold applicable at the time that the current tenant entered into the effective lease for the 
Covered Unit, no further review is required. 

Rent Overcharge Sum.  If: (i) the Effective Recalculated Rent, as calculated pursuant to 
the definition herein, at the time that the current tenant entered into the effective lease for the 
Covered Unit is less than the applicable high-rent deregulation threshold; and (ii) the rent paid by 
the current tenant1 exceeds or exceeded the relevant Effective Recalculated Rent, then 
Respondents will calculate the rent overcharge as the rent paid by the tenant at any point during 
the tenancy less the Effective Recalculated Rent (“Rent Overcharge”).  Respondents will 
calculate the sum of any Rent Overcharges for a current tenant since the commencement of his or 
her tenancy (“Rent Overcharge Sum”).   

In the event that Respondents determine there is a Rent Overcharge Sum, Respondents 
will pay the tenant in the applicable Covered Unit the Rent Overcharge Sum in accordance with 
the protocols annexed hereto as Exhibit B. 

*          *          * 

 The guidelines set forth above were devised as part of a settlement of the matters 
discussed in AOD 21-053 and shall not be deemed to be a determination on the part of the OAG 
regarding the appropriate legal regulated rent for any particular unit or the appropriate Rent 
Overcharge Sum due to any tenant. 
 
 Nothing contained herein shall be construed as to deprive any person of any private right 
under the law.   

 

 
1 The rent paid by the current tenant at any point during the tenancy shall be determined net of any previous 
adjustments and repayments.  



 
 

AOD Exhibit B (Protocols for Rent Setting) 

 

If, pursuant to the terms set forth in Exhibit A, the Effective Recalculated Rent at the time that a 
current tenant entered into the effective lease for a Covered Unit is less than the applicable high-
rent deregulation threshold, Respondents will proceed as follows: 

a. Within 120 days of the effective date of the AOD, Respondents will send via first 
class mail and certified mail to the current tenant a notice stating: 

i. That the landlord is subject to a settlement with the OAG, as memorialized 
in AOD 21-053. 

ii. An explanation of how the new legal regulated rent for that unit was 
calculated. 

iii. That the tenant is entitled to consult with an attorney about the contents of 
the notice.  

iv. If a Rent Overcharge Sum is calculated pursuant to Exhibit A1, stating that 
sum, including a breakdown of how that sum was calculated by counsel. 

v. The tenant is entitled to challenge the calculation of the legal regulated 
 rent and any Rent Overcharge Sum by filing a complaint with the New 
 York State Division of Housing and Community Renewal at 
 https://hcr.ny.gov/system/files/documents/2021/05/ra-89-fillable.pdf. 

vi. A phone number and email address to be used for any tenant wishing to 
discuss the matter with the landlord.   

b. Within 130 days of the effective date of the AOD, for any Covered Units for 
which the current Effective Recalculated Rent is less than the current rent paid by 
the tenant, Respondents will offer the current tenant the option of a one- or two-
year rent-regulated lease based on the Effective Recalculated Rent.   

c. Within 140 days of the effective date of the AOD, Respondents will amend rent 
registrations on file with DHCR to reflect the recalculated legal regulated rents. 

d. If there is an applicable Rent Overcharge Sum (as defined in Exhibit A), 
Respondent will pay such amount to the current tenant concurrent with the notice 
provided in subsection (a) above.  

 
1 For the avoidance of doubt, pursuant to Exhibit A, the Rent Overcharge Sum is calculated if (i) the 
Effective Recalculated Rent at the time that the current tenant entered into the effective lease for the 
Covered Unit is less than the applicable high-rent deregulation threshold; and (ii) the rent paid by the 
current tenant exceeds or, at any point during the current tenancy, exceeded the relevant Effective 
Recalculated Rent. 



 
 

 For the avoidance of doubt, if the Effective Recalculated Rent is greater than or equal to 
the rent paid by the current tenant, Respondents will have no obligations under these protocols to 
offer a refund to a tenant currently in possession of a unit subject to the guidelines set forth in 
Exhibit A.   
 

*          *          * 

 The protocols set forth above were devised as part of a settlement of the matters 
discussed in AOD 21-053 and shall not be deemed to be a determination on the part of the OAG 
regarding the appropriate legal regulated rent for any particular unit or the appropriate Rent 
Overcharge Sum due to any tenant. 
 
 Nothing contained herein shall be construed as to deprive any person of any private right 
under the law.   
  



AOD Exhibit C (Institutional Protocols) 

      In connection with the Assurance, Respondents agree to the following oversight 
procedures and best practices for ownership and management of rent regulated 
apartments:  

 Policies & Procedures.  Respondents will require that the property management 
company maintain a compliance policy or code of ethics for employees, as well as 
policies and procedures covering: 

o Hiring, screening, and personnel; 

o Reporting structures, including: supervision of on-site staff, reporting 
hierarchies, and decision-making structures; 

o Hiring and overseeing third-party contractors up until project completion, 
including: project design, bidding process, contract review, and project 
oversight; and 

o Maintenance programs, including violation tracking and certification. 

 Due Diligence.  In order to continue to engage property management companies 
with deep knowledge of rent stabilization laws and a track record of compliance, 
Respondents will conduct due diligence with respect to each property 
management company it seeks to engage that requires, among other things, the 
proposed company to:  

o Provide copies or details regarding the above listed policies and 
procedures; 

o Describe the company’s experience managing New York City rent 
regulated apartments, including its experience with: rent regulation 
statutes; agencies (e.g., Housing Preservation & Development, Division of 
Housing and Community Renewal); programs (e.g., Section 8, Senior 
Citizen Rent Increase Exemption, Disability Rent Increase Exemption); 
and real-property tax matters (e.g., J-51);  

o Provide an example of one or more lease files for a unit that has been 
upgraded and for which rents have been increased based on individual 
apartment improvements; 

o Provide the biographies of individuals who would be responsible for the 
portfolio and a list of comparable properties that such individuals have 
managed;  

o Disclose any prior instances of violations or alleged non-compliance with 
rent stabilization laws on the part of the company and the individuals who 
would be responsible for the portfolio; and 
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o Describe the company’s accounting systems and processes, including the 
software system(s) utilized. 

 Conflicts of Interest.  Respondents’ due diligence will further involve an 
assessment of potential conflicts of interest on the part of contractors hired to 
perform renovation work and capital improvements.  In conducting such due 
diligence, Respondents will obtain a list of all contractors engaged in the bidding 
process and a certification from the relevant property managers attesting that any 
property management principals or management-level employees do not have a 
conflict of interest with respect to such contractors.  Such certification will also 
attest that such contractors have not performed any work on the residences of any 
property management principals or management-level employees.  Respondents 
will also confirm that such contractors do not have any conflict of interest with 
respect to any employee or agent of Respondents and have not performed any 
work on the residences of any of Respondents’ principals or management-level 
employees.    

 Competitive Bidding.  Respondents will require any property management 
company engaged to manage rent-stabilized units in New York to conduct a 
competitive bidding process in order to award contractors renovation work and 
capital improvement jobs, with the exception of ordinary repairs and 
maintenance.1  To facilitate an open and fair competitive bidding process, 
property management companies must, for example:  

o Retain an engineer or cost estimator to review the condition or project at 
the property, formulate a work scope, and review the bids submitted by 
potential contractors for all capital work in excess of $20,000; and 

o Submit three independent bids to Respondents for all capital improvement 
work, including unit renovations. The bids must be based on a consistent 
project scope. 

 Ongoing Oversight.  Once retained, each property management company will, 
upon request, make available to Respondents any information needed to verify 
compliance with applicable rent stabilization laws and regulations. 

 
1“Ordinary repairs [and] maintenance” include any work on an apartment unit that is not done as 
a necessary component of allowable Individual Apartment Improvements (IAIs) or Major Capital 
Improvements (MCIs).  As described by the New York State Division of Housing and 
Community Renewal, such work may include: “a. Installing sheetrock in less than the full 
apartment; b. Plastering, painting; c. Scraping, shellacking or coating floors with polyurethane; d. 
Replacing light fixtures, outlets or switches; [or] e. certain new ceilings.”  Operational Bulletin 
2016-1 REVISED (February 3, 2020) at 6, 
https://hcr.ny.gov/system/files/documents/2020/02/operational-bulletin-2016-1_0.pdf. 
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 Respondents will engage knowledgeable external counsel or consultants to 
conduct a review, on an annual basis, of instances of apartment deregulation or 
rent increases.   
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