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NEW YORK CITY CHARTER:			Amends section 1807
I. INTRODUCTION

	On September 30, 2024, the Committee on Housing and Buildings (“the Committee”), chaired by Council Member Pierina Sanchez, will hold a hearing on “Oversight – Third Party Transfer Program.” The Committee will also hear Int. No. 1063, sponsored by Council Member Sanchez, in relation to the third party transfer program, and to repeal sections 11-425, 11-426, and 11-427 of the administrative code, relating to agreements for payment of delinquent taxes and charges in installments. The Committee expects to receive testimony from the New York City Department of Housing Preservation and Development (“HPD”), the Department of Finance (“DOF”), and the Department of Environmental Protection (“DEP”), along with members of the real estate and construction industries, housing advocates, and other interested parties.
II. BACKGROUND
A. Housing Conditions in New York City in the 1960s and 1970s 
[bookmark: _Ref86938956]Throughout New York City (“the City”) in the 1960s and 1970s, property owners were abandoning their housing stock and delinquent in paying their taxes, resulting both in a decrease of tax revenue to the City and a failure to properly maintain housing for tenants, especially low-income tenants.[footnoteRef:1] There was a loss of approximately 350,000 private housing units to abandonment and disinvestment in the 1960s and 1970s.[footnoteRef:2] For example, in 1975, 40,000 dwelling units per year, or 3,000 per month, were being lost to abandonment.[footnoteRef:3] Exacerbating this problem were the rising prices of fuel, high inflation rates, and the challenging economic conditions of the 1970s, which meant properties were more costly to maintain and rents were becoming more unaffordable for tenants.[footnoteRef:4] Many owners deferred maintenance and services in their buildings as operating costs increased, knowing the City would soon foreclose on the property.[footnoteRef:5] Pursuant to Local Law 45 of 1976, the City was empowered to foreclose on tax liens on properties. The City used this in rem foreclosure process to forestall further deterioration of the building stock and encourage tax compliance.[footnoteRef:6] As a result, the City had taken title to 5,458 buildings totaling 51,672 units by 1994.[footnoteRef:7] The cost to the City of rehabilitating and maintaining these properties was, on average, $2.2 million per building (approximately $4.24 million today), and the City was losing approximately $209,000 per building in tax revenue (approximately $443,378 today).[footnoteRef:8]  [1:  Andrew Scherer, Is There Life After Abandonment? The Key Role Of New York City's In Rem Housing In Establishing An Entitlement To Decent, Affordable Housing, 13 N.Y.U. Rev. of Law & Social Change 953, 953-4 (1984-1985), https://digitalcommons.nyls.edu/cgi/viewcontent.cgi?article=1785&context=fac_articles_chapters.]  [2:  Citizens Housing and Planning Council, Preservation Issues Clarify, The Urban Prospect, Housing Planning and Economic Development in New York, Volume 5, No. 1 (Jan/Feb 1999), https://chpcny.org/wp-content/uploads/2011/02/UP_Preservation_Issues1.pdf.]  [3:  Scherer, supra note 1, at 954, citing H. DeRienzo & J. Allen, The New York City In Rem Housing Program: A Report 1 New York Urban Coalition (Jan. 1985).]  [4:  Christopher Allred, Breaking the Cycle of Abandonment Using a Tax Enforcement Tool to Return Distressed Properties to Sound Private Ownership, 2000 Better Government Competition WINNER, https://www1.nyc.gov/assets/hpd/downloads/pdfs/services/bgc_winner.pdf (last visited November 7, 2022).]  [5:  Id. at 1.]  [6:  Id. at 2.]  [7:  Id. at 2-3.]  [8:  Id.] 

B. The City’s Tax Enforcement Authority and the Creation of the Third Party Transfer Program (“TPT”)

In order to ease the financial burden that these foreclosed upon properties were placing on the City, the City created the Third Party Transfer program (“TPT” or “the program”) in 1996.[footnoteRef:9] TPT allowed the City to foreclose on properties with outstanding municipal debt, but rather than taking ownership and managing these distressed properties, the City could transfer these properties to a qualified third party to rehabilitate the building.[footnoteRef:10] Under the existing TPT program, eligible distressed properties are those that are both tax delinquent and have outstanding hazardous or immediately hazardous Housing Maintenance Code violations.[footnoteRef:11]  [9:  Id.; see also Local Law 37 of 1996, available at 
https://legistar.council.nyc.gov/View.ashx?M=F&ID=6500009&GUID=7CE8BBDD-337A-4DA4-B46F-166EB93C66F8.]  [10:  Allred, supra note 4.]  [11:  N.Y.C. Admin. Code § 11-401.] 

For purposes of TPT, tax delinquent properties are those properties that have accrued taxes, assessments, sewer rents, sewer surcharges, water rents, or other charges, which have subsequently become liens on the property.[footnoteRef:12] DOF is responsible for valuing and taxing properties, as well as collecting charges levied by other City agencies. DEP is responsible for water and sewer services throughout the City, and if a property has outstanding debts related to these services, DEP can take enforcement collection actions, including a property’s inclusion in the tax lien sale.[footnoteRef:13] [12:  A tax lien is a “lien arising . . . as a result of the nonpayment of taxes, assessments, sewer rents, sewer surcharges, water rents, any other charges”  N.Y.C. Admin Code § 11-301. ]  [13:  N.Y.C. Department of Environmental Protection, Overdue Water & Sewer Charges, available at https://www.nyc.gov/site/dep/pay-my-bills/overdue-water-sewer-charges.page.] 

	As another tax enforcement and collection mechanism, the City also administers the tax lien sale, which empowers DOF to sell real property tax liens as a tax enforcement and collection mechanism. Pursuant to Local Law 26 of 1996, the City could sell tax liens on a property when the lien was unpaid for one year or three years, depending on the building class.[footnoteRef:14] The last lien sale was held on December 17, 2021 and had not been reauthorized until the recent passage of Local Law 82 of 2024.[footnoteRef:15]  [14:  Local Law 26 of 1996, available at https://legistar.council.nyc.gov/LegislationDetail.aspx?ID=3625385&GUID=86C807C1-0E6D-4917-9875-ED7A0F3A869D&Options=ID|Text|&Search=.]  [15:  N.Y.C. Department of Finance, Lien Sales, available at https://www.nyc.gov/site/finance/property/property-lien-sales.page; Local Law 82 of 2024, available at https://legistar.council.nyc.gov/LegislationDetail.aspx?ID=6727936&GUID=CC2970E1-F1E8-489D-A799-3C542A5DE9B4&Options=&Search=. ] 

C. Third Party Transfer Process 
[bookmark: _Ref19886699]TPT has been paused since 2018, but the existing law requires HPD and DOF select properties to be foreclosed upon in rem.[footnoteRef:16] DOF submits to HPD properties subject to the tax lien sale and HPD selects eligible properties if they meet the statutory definition of “distressed.”[footnoteRef:17] A property is “distressed” if it is subject to a tax lien to value ratio that is at least 25% of the property value, or 15% and either (a) has an average of five or more hazardous and immediately hazardous HPD violations per unit, or (b) is subject to a lien amounting to at least $1,000 pursuant to HPD’s Emergency Repair Program.[footnoteRef:18] DOF prepares a list of properties with tax liens subject to foreclosure that are within a particular borough or section of a tax map, provided that none of the areas specified are smaller than a tax block.[footnoteRef:19] HPD has interpreted this provision to mean that once it commences an in rem foreclosure action, it is required to include in the foreclosure action all tax delinquent properties in a particular tax class on the same tax block as any other property selected.[footnoteRef:20] Property owners receive notices prior to the filing of a foreclosure action and if they are able, may pay the outstanding taxes or enter into an installment agreement to prevent a foreclosure action.[footnoteRef:21] If the owner is unable to redeem their property by paying outstanding taxes or entering into a payment plan, the property proceeds to an in rem foreclosure action. [footnoteRef:22]   [16:  N.Y.C. Admin. Code § 11-404.]  [17:  N.Y.C. Admin Code §§ 11-401-401.1.]  [18:  N.Y.C. Admin. Code § 11-401(4).]  [19:  N.Y.C. Admin. Code § 11-405(a).]  [20:  See In Rem Tax Foreclosure Action No. 52, Index No. 40000/2015 (Dec. 3, 2018) (citing N.Y.C. Admin. Code § 11-405, “[T]he law does not . . . prevent properties that are not ‘distressed’ from being forced in in rem proceedings…[U]pon commencement of an in rem tax foreclosure action, the City is required to include all tax delinquent properties in a particular tax class in the same tax block as any property selected.”) (emphasis in original); see e.g., Oversight—Taking Stock: A Look into the Third Party Transfer Program in Modern Day New York, Committee on Housing & Buildings, Committee on Oversight & Investigations, 15, 17–18 (N.Y.C. Council 2019), Hearing Transcript, page 42, available at  https://legistar.council.nyc.gov/LegislationDetail.aspx?ID=3968975&GUID=17B27FCE-9E66-4803-AB35-7792BA254245&Options=&Search=.]  [21:  N.Y.C. Admin. Code § 11-406.]  [22:  See e.g., N.Y.C. Admin. Code 11-405.] 

	Once the in rem foreclosure action has commenced, additional notices to the property owner are required and a property owner may still pay the amount of outstanding taxes or enter into an installment agreement to be removed from the TPT program, but these paths to redemption become more stringent as time passes.[footnoteRef:23] Once the court enters a judgment of foreclosure, the property owner has four months to redeem their property by paying all of the outstanding taxes.[footnoteRef:24] Again, a homeowner may be able to enter into an installment agreement at DOF’s and HPD’s discretion, if the homeowner has not previously defaulted on a payment agreement for that property.[footnoteRef:25] After the property is foreclosed upon, DOF also notifies the City Council of the proposed transfers.[footnoteRef:26] The City Council has 45 days after such notification to disapprove the transfers by local law.[footnoteRef:27] Properties that the City Council disapproves remain with the original property owners.[footnoteRef:28] If the City Council does not affirmatively disapprove of the transfer, the properties are transferred to an interim third party, Neighborhood Restore. This transfer extinguishes all tax liens on the transferred property and must take place between four and eight months after a court renders a final judgment of foreclosure against the property.[footnoteRef:29]  [23:  N.Y.C. Admin. Code §§ 11-406, 11-407, 11-409. ]  [24:  N.Y.C. Admin. Code § 11-412.1(d).]  [25:  N.Y.C.R.R. Title 19 § 13-02(b),(c).]  [26:  N.Y.C. Admin. Code § 11-412.2.]  [27:  Id.]  [28:  Id.]  [29:  N.Y.C. Admin. Code § § 11-401(4), 11-412.1(c). ] 

	Neighborhood Restore assumes title of the property while a qualified developer, selected by HPD, manages the property and obtains rehabilitation financing.[footnoteRef:30] Neighborhood Restore was formed in 1999 to administer TPT and oversees the stabilization, management, and rehabilitation process for these properties.[footnoteRef:31] Prior to conveyance to a third party, the third party may be required to execute a regulatory agreement.[footnoteRef:32] Tenants in the subject building also have an opportunity for eventual ownership of the property if the third party sponsors a tenant application for ownership.[footnoteRef:33]After an interim evaluation period, HPD makes a determination whether to approve the transfer to tenant ownership.[footnoteRef:34] The overall timeline has averaged around 2.5 years from when the City commences the foreclosure action to transfer to Neighborhood Restore.[footnoteRef:35]  [30:  Allred, supra note 4; see also N.Y.C. Admin. Code § 11-412.1; N.Y.C.R.R. Title 28 § 8-03.]  [31:  Neighborhood Restore, Work, available at https://www.neighborhoodrestore.org/about/.]  [32:  N.Y.C.R.R. Title 28 § 8-05.]  [33:  N.Y.C.R.R. Title 28 §§ 8-03, 8-06.]  [34:  N.Y.C.R.R. Title 28 § 8-07.]  [35:  N.Y.C. Department of Housing Preservation and Development, Working Group Final Report, available at https://www.nyc.gov/assets/hpd/downloads/pdfs/services/tpt-working-group-final-report.pdf.] 

D. Round X
[bookmark: _Ref86939679]	 Since 1996, there have been ten rounds of TPT. The last round, Round X, ended in 2018.  At the close of Round X, 62 properties were transferred to Neighborhood Restore.[footnoteRef:36] Round X generated significant attention from the media and from elected officials who raised concerns, including speculation that some of the properties selected for inclusion in TPT appeared to be in fine physical and financial condition.[footnoteRef:37] Some properties that were not statutorily distressed were included in Round X due to their proximity to other distressed properties. This also contributed to the transfers being concentrated in certain neighborhoods. Properties were selected in each borough except Staten Island, and within the other four boroughs, there was a large concentration of properties in 11 neighborhoods, accounting for approximately 50% of the properties selected for Round X.[footnoteRef:38] The law requires that all tax delinquent properties in a particular tax class on the same tax block as any other property selected through TPT must be included in the foreclosure action, even if it did not meet the statutory definition of distressed.[footnoteRef:39] This “block sweep” can lead to the transfer of a property that is not otherwise distressed, but that has an outstanding tax lien and is on the same block as a statutorily distressed property.[footnoteRef:40] The small tax debt of some of these properties, relative to the property value, especially in communities of color, left homeowners feeling targeted by the program.[footnoteRef:41]  [36:  Oversight, supra note 20 at 34. ]  [37:  See e.g., Joe Mauceri  New Yorkers in debt losing their homes as part of program designed to preserve quality affordable housing, PIX11 (December 12, 2018, 6:00 PM), https://pix11.com/2018/12/11/new-yorkers-in-debt-losing-their-homes-as-part-of-program-designed-to-preserve-quality-affordable-housing/; N.Y.C. COUNCIL, City Council Housing Chair Expresses Concern Over Mayor’s Plan to Expand Seizure of Private Residential Properties (January 10, 2019), https://council.nyc.gov/robert-cornegy/2019/01/10/housing-chair-concerned-by-expansion-of-property-seizures/.]  [38:  Oversight—Taking Stock: A Look into the Third Party Transfer Program in Modern Day New York, Committee on Housing & Buildings, Committee on Oversight & Investigations, 15, 17–18 (N.Y.C. Council 2019), Committee Report, page 14, available at  https://legistar.council.nyc.gov/LegislationDetail.aspx?ID=3968975&GUID=17B27FCE-9E66-4803-AB35-7792BA254245&Options=&Search=]  [39:  Admin Code § 11-405.]  [40:  See e.g., Stephen Witt, City Caught Trying To Grab Senior Citizen’s Brownstone (Sept. 17, 2018) POLITICSNY, https://politicsny.com/2018/09/17/1217-dean-street.]  [41:  Dorce v. City of New York, 608 F.Supp.3d 118 at 131 (2022).] 

	Further, homeowners of properties that were included in Round X expressed concerns that the City provided them with little notice and opportunity to redeem their properties from TPT.[footnoteRef:42] Although HPD and DOF have stated they provided the statutory notices required for the administration of TPT, property owners have stated that they did not receive notice of the in rem proceedings.[footnoteRef:43]  [42:  See, e.g., id.; In Rem Tax Foreclosure Action No. 53, Index No. 8700/15, slip op. at 8-12 (N.Y. Sup. Ct. Mar. 28, 2019).]  [43:  Dorce, supra note 41.] 

Finally, Round X included a large number of properties owned by Housing Development Fund Companies (“HDFCs”). HDFCs are created pursuant to the “housing development fund companies law” found in article XI of the New York State Private Housing Finance Law.[footnoteRef:44] Cooperative owners are shareholders in the cooperative corporation that owns the real property. HDFC cooperatives are subject to supervision by HPD and have reduced real estate taxes in exchange for certain restrictions like maximum rents, regulatory agreements, income restrictions, and resale limitations.[footnoteRef:45] Of the 62 properties transferred at the close of Round X, 25 properties were HDFCs.[footnoteRef:46] The current New York City tax lien sale process specifically exempts HDFCs, and HPD has acknowledged that the only enforcement option available to the City with respect to HDFCs with outstanding arrears is to put the buildings through the TPT process.[footnoteRef:47] Following Round X, TPT has been paused and no further properties have been transferred.[footnoteRef:48]  [44:  N.Y. Priv. Hous. Fin. Law §§ 570 et seq.]  [45:  N.Y.C. Department of Housing Preservation and Development, HDFC Cooperatives, https://www.nyc.gov/site/hpd/services-and-information/hdfc.page (last accessed February 15, 2023).]  [46:  Oversight, supra note 20 at 34, 57. ]  [47:  Id. at 35; see also N.Y.C. Admin. Code §§ 11-319(b)(10), 11-401.1(a). ]  [48:  Charlie Innis, City Puts On Hold Controversial Home Seizure Program ‘Until Further Analysis’ (Sept. 25, 2019) BKREADER, https://bkreader.com/2019/09/25/city-puts-on-hold-controversial-third-party-transfer-program-until-further-analysis/. ] 

	Despite issues with the program, it is intended to hold property owners accountable for both outstanding tax debt and to rehabilitate properties with neglectful owners.[footnoteRef:49] While the program remains on pause, there are fewer enforcement tools for HPD to hold such property owners accountable as tenants continue to live in unsafe or uninhabitable properties without any redress. The continuing need for robust enforcement of housing quality standards is clear, as the most recent annual Mayor’s Management Report (“MMR”) shows the number of housing maintenance problems reported to HPD has increased each year from Fiscal Year 2021 through Fiscal Year 2024, and the number of unique housing maintenance problems requiring HPD response has increased each year from Fiscal Year 2020 through Fiscal Year 2024.[footnoteRef:50] In Fiscal Year 2023, there were 597,620 unique housing maintenance problems requiring HPD response, and this jumped to 702,132 in Fiscal Year 2024.[footnoteRef:51]  [49:  David Brand, Bronx landlord’s $25M unpaid tax bill renews call for stalled transfer program, Gothamist (March 5, 2024), available at https://gothamist.com/news/bronx-landlords-25m-unpaid-tax-bill-renews-call-for-stalled-transfer-program; see also Ese Olumhense, Landlord of Crumbling Bronx Buildings Owes City $12.6M, The City (February 20, 2020), available at https://www.thecity.nyc/2020/02/20/landlord-of-crumbling-bronx-buildings-owes-city-12-6m/. ]  [50:  Office of Mayor Eric Adams, Mayor’s Management Report (Sept. 2024), page 406, available at https://www.nyc.gov/assets/operations/downloads/pdf/mmr2024/MMR-2024-Cover.pdf. ]  [51:  Id.] 

	Since the program was paused, efforts have been made to reform the program generally, and to address the issues raised over Round X specifically. The Committee held a joint hearing with the City Council Committee on Oversight and Investigations on TPT in 2019 in response to the issues raised around Round X.[footnoteRef:52] In 2021, a working group co-chaired by then-Commissioner of HPD Louise Carroll and then-Chair of the Housing & Buildings Committee Robert Cornegy, Jr., and comprised of various housing advocates, assessed the program and provided recommendations on how to reform it.[footnoteRef:53] The Committee heard Int. 2444-2021, sponsored by Council Member Cornegy, in relation to the transfer of distressed properties to third parties, on November 9, 2021.[footnoteRef:54] The feedback on Round X was contentious and raised many concerns and litigation since the program was paused. Multiple lawsuits have been filed regarding the foreclosure of the properties in Round X, some of which are still ongoing.[footnoteRef:55]  [52:  Oversight—Taking Stock: A Look into the Third Party Transfer Program in Modern Day New York, Committee on Housing & Buildings, Committee on Oversight & Investigations, 15, 17–18 (N.Y.C. Council 2019), available at  https://legistar.council.nyc.gov/LegislationDetail.aspx?ID=3968975&GUID=17B27FCE-9E66-4803-AB35-7792BA254245&Options=&Search=.]  [53:  N.Y.C. Department of Housing Preservation and Development, supra note 35.]  [54:  Int. No. 2444-2021, available at https://legistar.council.nyc.gov/LegislationDetail.aspx?ID=5202016&GUID=6C99F93A-1CAE-460E-97D5-B68887F08795&Options=ID|Text|&Search=2444. ]  [55:  See e.g., Dorce, supra note 41. ] 

III. CONCLUSION
	TPT was created almost 30 years ago and the needs of the City have changed without corresponding changes in the program. The Committee is eager to examine how HPD, DOF, and DEP have overseen different aspects of the program, discuss issues with the program, and better understand the administration of the program to evaluate how TPT can be reformed to more effectively meet its goals.   
IV. BILL ANALYSIS
Below is a brief summary of the legislation being heard by the Committee at this hearing. This summary is intended for informational purposes only and does not substitute for legal counsel. For more detailed information, the full text of the bill, which is attached below, may be reviewed.
Int. No. 1063
This bill would amend chapter 4 of title 11 of the Administrative Code, which includes the provisions that grant the City the authority to foreclose on properties in rem and transfer these properties to third parties. This bill would make numerous changes to the third party transfer program, including a new definition of what qualifies as a distressed property, removal of the “block sweep” requirement, improving notice requirements for property owners, multiple off-ramps for owners to enter payment plans to be removed from the program, corrective action plans to ensure repairs are made in distressed properties, new opportunities for tenant ownership, and the creation of a ombudsperson to respond to inquiries from property owners.
This legislation would take effect 180 days after becoming law.
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Int. No. 1063

By Council Members Sanchez, Hudson, De La Rosa, Brewer, Schulman, Gutiérrez and Restler

A LOCAL LAW

To amend the administrative code of the city of New York, in relation to the third party transfer program, and to repeal sections 11-425, 11-426, and 11-427 of such code, relating to agreements for payment of delinquent taxes and charges in installments

The full text of this bill is available at: https://tinyurl.com/3p4se8x3 
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