
For years, tenant-occupied multifamily properties in upstate New York presented a compelling "value add"
opportunity for flippers and investors alike. A building with stable rents and room to increase income post-
renovation checked all the boxes. But lately, a notable trend has emerged: flippers are increasingly steering clear of
tenant-occupied listings. Why the sudden shift? To answer that, we need to delve into the evolving legal
landscape, rent cap realities, and shifting buyer pools across the Capital Region — insights supported by tools
from McDonald Real Estate Company and resources from the New York State Association of Realtors (NYSAR).

The Good Cause Eviction Reality and Municipal Opt-Ins
One of the biggest game-changers is the introduction of Good Cause Eviction (GCE) laws that have started to
take root in various municipalities throughout upstate New York.

Good Cause Eviction laws drastically limit an owner's ability to remove tenants without a valid "good cause"
justification. Historically, flippers banked on vacancy creation to execute meaningful renovations, reposition the
building in the market, and ultimately drive higher sale prices. However, GCE removes—or severely limits—that
vacancy option.
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What Is Good Cause Eviction?

Under GCE frameworks, landlords can only evict tenants for specified reasons, such as non-payment, lease
violations, or owner occupancy, but cannot simply push tenants out to renovate or reposition the property. Many
municipal governments have enacted or are considering opt-in laws following the statewide rent regulations'
enactment.

This overlay of local rent laws and GCE means that multifamily owners in tenant-occupied buildings are effectively
forced to keep tenants in place during renovations, creating logistical, financial, and legal hurdles.

The Impact of Municipal Opt-Ins

Each municipality can impose its own GCE provisions and rent regulation layers.

Owners might incorrectly assume their building is exempt because it’s a small multifamily or built after certain
dates.

Reality: exemptions are narrow and often misread or misapplied, leading to unpleasant surprises during due
diligence or after closing.

Tools from McDonald Real Estate Company include fine-grained data to verify which municipalities enforce GCE
and specific exemptions, proving invaluable to agents and investors navigating this patchwork landscape.

Exemptions & Why Owners Misread Them
It’s easy to think "my building is exempt" from rent or eviction restrictions and forge ahead. Unfortunately,
confusion around exemptions is a ripe "deal killer."
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Common Misconceptions

1. Newly constructed buildings are automatically exempt. Not always. The timing of initial certificate of
occupancy and local enactments can create loopholes.

2. Small multifamilies (under 5 units) are exempt. Some municipalities exempt, some do not. Always confirm
locally.

3. Owner-occupied buildings are exempt. Even if so, GCE and rent ceilings may still apply to remaining units.

4. Commercial-use portions affect exemptions. Mixed-use buildings can muddy the waters.

Due diligence is critical. NYSAR provides sample forms, municipal contacts, and checklists to verify exemptions, a
resource every agent and seller should leverage.

Rent Cap Math & CPI-Based Ceilings



When evaluating value add through rent growth, sloppy rent cap math is a cardinal sin. Far too many listings
boast about updated kitchens or granite counters but skip the rent roll or misunderstand rent increase ceilings.

Understanding the Rent Cap Framework

Factor Description Effect on Renting CPI (Consumer Price Index) Annual % increase limit based on inflation metrics.
Typically caps rent increases around 2-3% in recent years. Individual Apartment Adjustments Allowances for
improvements, services, or hardship. Limited, difficult to implement sustainably without vacancy. Hard Cap
Absolute max rent ceiling under local law. Prevents above-market escalation.

For flippers reliant on significant rent bumps post-renovation, these caps shrink the upside dramatically. Raising
rents more than CPI-based ceilings without vacancy is nearly impossible without risking claims of illegal increases
or facing tenant pushback.

Before believing rent cap limits posted on social media or Facebook groups, always sanity-check with a calculator
—a quirk I’ve developed from years of watching well-meaning owners misprice their buildings.

Buyer Pool Shift: Owner-Occupants and Flippers Exit the Market
The combination of GCE restrictions and rent cap realities has triggered a profound buyer pool shift.

Flippers and value add investors are retreating because the risk and cost of delivering a vacant building
for renovations is much higher.

Owner-occupants—those who intend to live in part of the building—maintain some appetite given the
exemption possibilities, but that pool is limited.

Buyers focused on stable cashflow and long-term ownership are growing, especially those comfortable
with tenant-occupied deals and conservative underwriting.

This evolving buyer profile impacts pricing, marketing, and deal velocity. Properties that once flew off the market
now linger if listed with unrealistic "value add" expectations that ignore vacancy restrictions and rent cap maths.

Delivery Risk for Vacant Buildings

Flippers who want to exit tenant-occupied deals altogether must now budget significantly more time and legal
fees to either negotiate vacancies or face protracted, uncertain eviction processes. The risk of not delivering a
vacant building has prompted many to walk away.

Listing agents need to clearly state these risks in marketing material and counsel sellers to adjust expectations
accordingly. Skipping the rent roll but touting "marble countertops" is a recipe for dead listings and frustrated
clients.

Key Takeaways & Practical Advice
Don’t assume tenant-occupied equals value add with vacancy: Good Cause Eviction laws remove that
option in many areas.

Verify exemptions thoroughly: Use municipal resources and NYSAR checklists to avoid deal-killing surprises.

Crunch the rent cap math carefully: CPI-based ceilings significantly limit upside rents post-renovation.

Adapt marketing to the changing buyer pool: Flippers are out, long-term owners and conservative
investors are in.

Be transparent about vacancy delivery risks: Sellers need realistic pricing and timeline expectations.



For agents and landlords navigating tenant-occupied multifamily sales in the Capital Region today, understanding
the intersection of Good Cause Eviction laws, rent caps, exemptions, and buyer motivations is critical. Avoid hand-
wavy claims like “the market is soft” without data, and skip the hype. Stay sharp, check rent caps with a calculator,
and focus on what truly affects deal viability.

For more exhaustive resources and local municipal updates, I recommend bookmarking McDonald Real Estate
Company’s tools and consulting the New York State Association of Realtors regularly. These insights are no-
nonsense keys to navigating today’s complex tenant-occupied building market successfully.


