In the upstate New York multifamily market, particularly in tenant-occupied buildings, pricing isn't as
straightforward as plugging in recent sales comps. If you're a real estate agent, landlord, or investor, you know the
pitfalls that come from relying solely on single-family home sales or cherry-picked comps that don't reflect the

realities of rent-stabilized units, Good Cause Eviction laws, and shifting buyer demand.

Having spent over a decade working tenant-occupied sales across the Capital Region, I'm here to break down how
to price these tricky properties without the typical comp approach. We'll cover why municipal opt-ins and tenant
protection laws upend traditional comps, how to sanity-check rent caps against your income underwriting, and

why the buyer pool itself is morphing in ways agents often overlook.

We'll also reference trusted tools like McDonald Real Estate Company and important resources from NYSAR (New

York State Association of Realtors) to keep your pricing sharp and credible.

Why Traditional Comps Often Fail for Tenant-Occupied Properties

When we talk about pricing a property — especially a multifamily — most agents instinctively pull recent sales and
try to find a "comparable.” This works reasonably well for single-family homes, but when tenants occupy units with

rent controls or tenant protections, things get sticky. Here's why:

® Good Cause Eviction Opt-Ins Vary by Municipality: New York State’s Good Cause Eviction law restricts
landlords" ability to evict tenants without a valid reason. However, it only applies automatically in some
municipalities that have "opted in". Many of our Capital Region towns have opted in, which means rental

property sales and underwriting must reflect this added layer of risk.

* Rent Caps and CPI-Based Ceilings With Counting Exemptions: Many owners mistakenly assume rent
stabilization or rent caps don't apply, or misinterpret exemptions. This leads to overestimating potential rent

increases—and thus the income potential of the property.

¢ Shifting Buyer Profiles: Owner-occupants and traditional house flippers are less interested in tenant-
occupied buildings with limiting rent and eviction rules. Investors focused on NOI and conservative cap rates

now dominate the buyer pool, requiring a different pricing approach.

Good Cause Eviction and the Opt-In Reality

Understanding the local legal landscape is critical when pricing these properties.

What Is Good Cause Eviction?

Good Cause Eviction (GCE) laws protect tenants by preventing evictions unless the landlord has a legitimate,
legally recognized reason (the "good cause"). This law impacts cash flow stability because it limits landlords’ ability

to remove problem tenants or raise rents by skipping renewals.

Who Opted In—and Why Does It Matter?

The State enacted GCE with an opt-in mechanism allowing municipalities to preserve or reject these protections
locally. When a town opts in, landlords and investors must comply with GCE when assessing a property's cash
flow:

® Reduced likelihood of eviction-driven vacancies

® Tighter rent control enforcement



® | ower projected income growth due to restrictions on rent increases or turnover

Before relying on recent sales in non-opt-in areas or ignoring local GCE status, double-check the latest status on
municipal opt-ins. A handy resource is the NYSAR guidance page, which comprehensively tracks housing

regulations.

Exemptions and Why Owners Misread Them

Many landlords assume buildings or units might be exempt from rent stabilization or other tenant protections. But

these exemptions can be nuanced, and misreading them skews pricing.

Common Misreadings Include:
* Building Age: Some believe buildings over a certain age (e.g., built before 1974) are fully exempt. However,
local laws may grandfather in protections regardless of building age.

¢ Unit Conditions and Types: Owners think single-family homes on the same lot exempt multifamily units, or
that owner-occupied buildings with a specific number of units can avoid rent caps. The rules are more

complicated.

* Rent Levels: Some assume if rents are high, the unit passes out of regulation. But CPI caps often still apply.

To avoid disaster, review tenant records, municipal registration documents, and rent histories carefully before
claiming exemptions. The McDonald Real Estate Company's tenant-occupied asset management services help

many owners and agents audit exemption claims thoroughly.

Rent Cap Math and CPI-Based Ceilings

Once you understand the regulations, your next job is to wrap your head around rent cap math and the

Consumer Price Index (CPI) calculations that factor into annual rent increases.

How to Calculate the Effective Rent Ceiling

1. Review last year's lawful rent amount for each tenant-occupied unit
2. Check the published CPI rates for the relevant metro area or municipality for the past year

3. Apply the CPI increase up to the legal cap, commonly around 2-3%, but check the exact figure per local
ordinance

4. Consider any additional rent increases for improvements, hardship petitions, or landlord incentive allowances

Example Table of CPI Rent Cap Application:

Unit Last Year's Legal Rent CPI Increase 2.5% Additional Allowance New Legal Rent Unit 1 $1,000 $25 $0 $1,025
Unit 2 $1,200 $30 $10 $1,240

This becomes your "floor" for gross income projections and helps avoid overestimating revenue, a mistake | see all

too often in tenant-occupied listings.



Using Cap Rate Valuation and NOI Pricing Instead of Comps
With comps unreliable, how do you establish value? Enter the cap rate (capitalization rate) and NOI (Net Operating

Income) framework — favored by income buyers underwriting these properties.

Step 1: Calculate Net Operating Income (NOI)

NOI equals all income generated after vacancy losses and operating expenses but before debt service and taxes.

Key considerations :

* Use sanitized rent rolls reflecting allowable rent caps
® Account for realistic vacancy and collection loss based on local market data

* Include operating costs such as maintenance, management fees, insurance, property taxes, and utilities

Step 2: Select an Appropriate Cap Rate

Cap rates reflect buyer return expectations and market risk. In our region:

e Stable tenant-occupied buildings in GCE municipalities typically command 5.5% to 6.5%
¢ Buildings with unclear rent stabilization status or deferred maintenance might lean toward 7%+

* Newer buildings with incentives or upside cash flow (limited in regulated markets) could trade lower but are

rare

Step 3: Price = NOI / Cap Rate
For example, if the NOI is $60,000 and the cap rate is 6%, the estimated realtytimes value is:
$60,000 = 0.06 = $1,000,000

This method aligns pricing with the building’s income potential and risk profile, sidestepping inaccurate comps.

Adjusting for Buyer Pool Changes

Finally, a pricing strategy blind to the buyer pool is doomed to misprice. The investor class itself has evolved:
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* Owner-Occupants Are Opting Out: Due to regulatory complexity and tenant restrictions, fewer owner-

occupants are entering multi-unit markets like ours.

* Flippers’ Sweet Spot Shrinking: The classic fix-and-flip rarely works here because of eviction limits and rent

caps that eat into margin.

* Professional Investors Focus on NOI and Risk Mitigation: These buyers use cap rate valuations and

income underwriting to drive all pricing and are very sensitive to documented income accuracy.

Pricing tenant-occupied properties too high under the assumption of owner-occupant demand or quick rent hikes

risks long listings and deals falling apart on due diligence.

Practical Tips and Resources for Pricing Tenant-Occupied Assets

1. Sanity-Check Rent Caps with a Calculator: Don't trust Facebook posts or hearsay. Always verify rent caps
and CPI ceilings through official rent control board data or municipal websites. Use spreadsheets to calculate

potential rent ceilings unit by unit.

2. Demand Complete Rent Roll and Payment History: Properties with missing deposits or incomplete

payment histories are "deal killers." A clean rent roll is a must-have before setting price expectations.
3. Leverage Expert Consultations: Engage tenant-occupied specialists like McDonald Real Estate Company or
legal experts versed in local GCE and rent regulations.

4. Use NYSAR Resources: The New York State Association of Realtors offers up-to-date interpretations of

statewide tenant laws and market data helpful in avoiding hand-wavy claims.

Conclusion

Pricing tenant-occupied properties without using traditional comps demands a nuanced, income-focused valuation
strategy. Understanding Good Cause Eviction opt-ins, exemptions, rent cap math, and buyer pool shifts is non-
negotiable. By applying rigorous NOI and cap rate valuation combined with verified rent roll data and legal

compliance, you set yourself—and your clients—up for realistic expectations and successful closings.

So next time a listing calls itself "move-in ready with granite counters" but omits rent histories, remember: that's

your cue to dig deeper. Getting rent cap math right and relying on income buyer underwriting metrics instead of



shaky comps can mean the difference between a deal done and a listing stale for months.



