
Selling a tenant-occupied property in New York’s Capital Region used to be a straightforward calculation: estimate
market rent, apply a multiplier, then set a competitive price. But these days, many landlords are shocked to find
their properties selling for 70-80% of the numbers they expected. It’s frustrating, especially if realtytimes.com
you’re relying on those sale proceeds for your next investment or personal plans.

If you’re scratching your head over a tenant-occupied discount—that often sizable markdown on list price—you’re
not alone. Let’s dive into why this is happening, with a solid look at the key factors affecting the market and
buyers, based on firsthand experience and data from trusted sources like the New York State Association of
Realtors (NYSAR) and insights from McDonald Real Estate Company’s multifamily specialists.

Understanding the Tenant-Occupied Discount: What’s Really Behind
the 75% Sale Price
At a glance, a 25%+ reduction from expected sale price feels like a penalty. But the reality is that tenant-occupied
properties come with unique layers mostly invisible to buyers who prefer vacant or owner-occupied units. Here are
the main reasons for the discount:

Good Cause Eviction laws and municipal opt-ins

Exemptions misunderstood by owners

Rent cap restrictions based on CPI and other formulas

Shift in buyer pool away from owner-occupants and smaller investors

Neglecting any of these can lead to pricy surprises at closing, or worse—deals blown up after months on the
market.

How Good Cause Eviction and Municipal Opt-In Realities Affect Price
New York’s “Good Cause Eviction” legislation is a game-changer that’s caught many landlords off-guard. While the
state law sets a broad framework, the real impact comes from which municipalities have “opted in.” In these areas,
it’s significantly harder to remove tenants without a valid cause, which directly impacts the building’s marketability.

What Does Good Cause Eviction Actually Mean?

The law prohibits evictions unless the landlord can prove valid legal reasons such as non-payment, lease violation,
or owner move-in—among limited exceptions. This law reduces the flexibility investors had traditionally counting
on to increase rents or exit problematic tenants.

Municipal Opt-In: Not All Areas Are Equal

While the statewide legislation exists, each city or town can choose whether to “opt-in.” Some areas in the Capital
Region have opted in, while others have not, making the local laws a patchwork. Sellers often miss this distinction,
assuming all tenant-occupied buildings face the same rules, leading to unrealistic expectations about how “sellable”
or “upgradeable” the property is.

Why Buyers Factor This Into Their Offers

Buyers see Good Cause Eviction as a risk and restrictiveness factor—meaning it limits their exit strategies and
potential rent increases. This leads to tighter offers, typically in the 70-80% range for properties smack in opt-in
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municipalities.

Exemptions and Why Owners Misread Them
A common misconception is that one or two exemptions—for example, owner-occupied units or certain building
sizes—will free a building from these regulations. In reality, exemptions are often nuanced and apply on a case-by-
case basis.

Owner-Occupied Buildings: If the owner resides on-site, some Good Cause protections don’t apply, but this
doesn’t exempt multifamily units that are primarily investment properties.

Small Landlords: Buildings under a certain number of units may be exempt in some locales but not all.

Recent Construction: Newer buildings may have temporary or permanent exemptions based on date of
certificate of occupancy.

Misreading these exemptions can lead sellers to overprice their buildings, assuming they have more freedom than
is legally available, which buyers promptly discount.

Rent Cap Math and CPI-Based Ceilings: Breaking Down the Numbers
Perhaps the most opaque but crucial factor in this market is the rent regulation math. Unlike single-family houses
that can adjust rents freely (barring local laws), tenant-occupied multifamily properties face CPI-based rent
increase ceilings often tied to the Consumer Price Index. Here’s what you need to know:

Sanity-Checking Rent Caps with a Calculator

Some landlords trust social media or hearsay on what rents “should be” without running the numbers. We always
recommend using a calculator to:

1. Confirm the legal maximum rent increases allowed in your building.

2. Factor in the actual current rents, including any long-term leases.

3. Apply CPI-based increases only once approved.

This discipline reveals the true revenue potential and eliminates unrealistic asking prices that buyers won’t touch.



What CPI-Based Rent Caps Mean to Buyers

Buyers run their own analyses expecting limited upside, constrained cash flow, and higher holding risks. These
assumptions get baked into lower offers—often 20-30% below owner expectations.

Buyer Pool Shift: Owner-Occupants and Flippers Exit the Market
One of the biggest, less-discussed reasons for the tenant-occupied discount is the change in who’s buying. The
buyer demographic is narrowing:

Owner-Occupants: In years past, single-family buyers seeking an owner-occupied duplex or triplex pushed
prices higher. Now, with eviction restrictions and rent limits, fewer of these buyers are in the market.

Flippers and Small Investors: Flippers seek quick returns but are deterred by tenant protections and longer
holding times without rent increases.

Institutional Buyers: Larger investors play a role but often won’t chase smaller $100-300K deals one might
see in tenant-occupied properties, keeping demand lower at these price points.

This shake-up means fewer bidders, translating to offers clustered on the lower side of sellers’ expectations.

Table: Summary of Key Factors Affecting Tenant-Occupied Discounts
Factor Impact on Price Common Misunderstandings Good Cause Eviction & Municipal Opt-In Reduces buyers
willing to pay full market value, 20-30% price markdown common Sellers often unaware of which municipalities
have opted in Exemptions Limited applicability; misunderstandings cause overpricing Assuming owner-occupied or
small buildings are exempt universally Rent Caps / CPI-Based Ceilings Limits rent growth, reducing property value
based on income approach Ignoring limits and basing price on potential rather than maximum legal rent Buyer



Pool Narrowing Fewer buyers willing/able to manage restrictions; lower competition Assuming market is open to
all buyer types

Practical Tips for Sellers Facing Tenant-Occupied Discounts
1. Run the Numbers Yourself: Use rent rolls and CPI increases to sanity-check what rents can legally increase

to.

2. Understand Your Municipal Rules: Visit resources like NYSAR or consult a local attorney specializing in
landlord-tenant law.

3. Don’t Rely on Single-Family Comparables: Tenant-occupied multifamilies need their own comps reflecting
restrictions.

4. Be Transparent: Provide full rent rolls, lease documentation, and clear disclosure of tenant protections
upfront to attract serious buyers.

5. Prepare for a Longer Sale Process: Given the narrower buyer pool, patience and realistic pricing pay off.

Conclusion: Why the 75% Sale Price Isn’t a Glitch—It’s Reality
Selling tenant-occupied properties under New York’s evolving legal landscape is a far cry from pricing based on gut
or outdated assumptions. Good Cause Eviction laws, municipal opt-ins, misunderstood exemptions, rent cap
maths, and a shifting buyer universe converge to reduce market prices—even in healthy real estate climates.

Awareness of these factors ultimately empowers you as a landlord or agent. Instead of getting frustrated by a
25%+ discount, embrace this clarity, adjust your expectations and negotiation strategies, and approach sales with
transparency and realistic math. Tools like detailed rent caps calculators, local legal guidance, and multifamily
market expertise (like from McDonald Real Estate Company) are your allies in avoiding deal killers and moving
your tenant-occupied property efficiently.

For landlords, remember: it’s never about hype, but about straightforward, data-backed understanding of what
these buildings really command in today’s market.


