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STATE OF NEW YORK

5031

2023- 2024 Regul ar Sessi ons

| N ASSEMBLY

February 27, 2023

Introduced by M of A L. ROSENTHAL -- read once and referred to the
Committee on Housing

AN ACT to anend the real property law, in relation to liniting the
amount of rent increases for residential ground | ease cooperative
apartnent buil dings and establishing certain rights upon expiration of
such | eases

The People of the State of New York, represented in Senate and Assem
bly, do enact as foll ows:

Section 1. The real property |law is amended by addi ng a new section
233-c to read as follows:

8§ 233-c. Residential ground | ease cooperative apartnent buildings. 1
Wherever used in this section:

(a) The term"residential ground | ease cooperative apartnment buil di ng"
neans any and all buildings, inprovenents and/or other structures
located in the state of New York occupied., owned and/or leased by a
ground lease residential cooperative (or any subsidiary or affiliate
thereof) pursuant to a subject residential cooperative ground |ease.

(b) The term "ground | ease residential cooperative" neans a New York
corporation organized and/or operating as a housing devel opnent fund
corporation, New York cooperative corporation and/or cooperative housing
corporation, including any entity nmeeting the definition thereof for
federal incone tax purposes, and which is, directly or indirectly
through a subsidiary or affiliate thereof, a party or otherwi se subject
to a subject residential cooperative ground | ease.

(c) The term"subject residential cooperative ground | ease" neans the
| ease agreenent, together with any anendnents or other related agree-
nments including any forbearance, settlenent or other simlar agreenents
related thereto, pursuant to which a ground |ease residential cooper-
ative | eases, occupies and/or otherw se uses the ground | ease real prop-
erty fromone or nore subject ground | ease | andl ords.

EXPLANATI ON- - Matter in italics (underscored) is new, matter in brackets
[-] is old lawto be onitted.
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(d) The term "ground lease real property" neans all real property
(including inprovenents thereon) leased, rented, licensed or otherw se
provided for use to a ground | ease residential cooperative pursuant to a
subject residential ground lease (including any portion thereof that nay
be subl eased or otherw se used for commercial purposes).

(e) The term "subject ground l|ease |andlords" neans any and al
persons or entities (whether natural persons, estates, trusts, corpo-
rations, partnerships or other entities), other than any excepted ground
lease owner, that holds title to and/or is the owner (whether by the
entirety, as tenants in conmmon or otherw se) of ground |ease real prop-
erty and/or is otherwise the landlord under any subject residential
cooperative ground | ease.

(f) The term "excepted ground | ease owner" neans the United States
federal governnent. the state of New York, and any agency, nunicipality
or political subdivision of any of the foregoing thereof., any entity
owned or controlled by any of the foregoing (including, without limta-
tion, the Battery Park city authority), any charity approved under
section 501(c) of the Internal Revenue Code which acquired its interest
as the owner and/or landlord of a ground lease real property prior to
January first, two thousand twenty-three, and any Indian nation, tribe
or band as defined under title twenty-five of the United States Code,
but shall exclude any "private foundation" within the neaning of section
five hundred nine of the Internal Revenue Code.

(g) The term "base rent" neans for any year the paynents, including
any consuner price index or other sinmilar adjustnent paynents, other
than additional rent, required to be nade to the subject ground | ease
|l andl ords for such year pursuant to a subject residential cooperative
ground | ease.

(h) The term"additional rent" nmeans, for any year, the anmpbunts spent
or borne by the ground | ease residential cooperative during such year
pursuant to, or in order to conply with, the subject residential cooper-
ative ground lease for the paynent of real estate taxes, insurance,
repair, nmaintenance (including, without limtation, maintenance as may
be required pursuant to any facade inspection safety programinpl enented
by any city, municipality or other governnent entity within the state of
New York) and/or other capital inprovenents for or with respect to the
residential ground | ease cooperative apartnent building.

(i) "Conmi ssioner" neans the conm ssioner of the division of housing
and conmmunity renewal .

2.  Annual increases in base rent payable by any ground | ease residen-
tial cooperative shall, when taken together with the anount of any addi -
tional rent paid by the ground | ease residential cooperative during the
prior year, in no event exceed three percent of the base rent payable by
the ground |l ease residential cooperative in the prior year. In the event
the subject residential cooperative ground | ease provides for increases
in base rent on a periodic basis less frequently than annually, the
increase in base rent for any period, when taken together with the

amount of any additional rent paid by the ground | ease residential coop-

erative during such period, nmay not represent nore than a three percent
annual conpound increase above the base rent for the prior base rent in

effect. The provisions of this subdivision shall apply regardless of the
net hodol ogy for deternmning the base rent or any increases therein as
set forth in the subject residential cooperative ground | ease instru-
nent. In the event the ampbunt of any additional rent during any year
exceeds three percent of the base rent for such year, such excess anpunt
shall be carried forward to reduce the ampunt of any increase in base
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rent otherwi se permitted hereunder in any future period wuntil such
excess anpunts have been fully applied.

3. Upon the expiration or termnation of any subject residential coop-
erative ground lease for any reason whatsoever, the residential ground
| ease cooperative shall have the right, exercisable at any tine prior to
or within one-year after such expiration or termnation, to renew such
subj ect residential cooperative ground lease for a renewal termequal to
the greater of, at the option of the residential ground | ease cooper-
ative, the termof such subject residential cooperative ground |ease
prior to such expiration or ternmination and/or ninety-nine years.

4. A residential ground lease cooperative shall, notwithstanding
anything to the contrary set forth in a subject residential cooperative
ground |ease, have the authority, right and power to incur indebtedness
or otherw se borrow noney, and to grant a first nprtgage and/or other
simlar security interest on or in the ground | ease real property and/or
the ground | ease apartnent building with respect to such indebtedness or
borrowed noney, if the primary purpose of such indebtedness and/or
borrowed noney is to provide proceeds or other credit support to pay or
fund additional rent or otherw se performrepairs, naintenance or other
capital inprovenents on or with respect to the ground | ease real proper-
ty and/or the ground |l ease apartnent building. Any nortgage or lien
filed by a lender or counterparty to a residential ground | ease cooper-
ative in accordance with the foregoing shall be effective regardl ess of
whether or not any related docunents have been executed by the subject
ground | ease landlords so long as duly executed by the residential
ground | ease cooperative.

5. A residential ground | ease cooperative shall have the right, upon
ninety days prior witten notice to the subject ground | ease |andlords,
to elect to purchase fromthe subject ground | ease |andlords the ground
| ease real property in fee sinple, and any such purchase shall be inple-

nented and carried out pursuant to procedures adopted by the conm ssion-
er for such purpose. The price to be paid by the residential ground

| ease cooperative to the subject ground | ease |landlords shall be the
fair market value of the ground lease real property (which shall be
determned after deducting the anpunt of any indebtedness or other
liens, including the subject residential cooperative ground |ease,
encunbering such ground lease real property) as determ ned by the
conm ssioner. Such procedures shall include the authority to provide for
the purchase price to be paid by way of nortgage financing provided by
the subject ground |ease landlords or paynent by way of installnments,
distribution of the sales proceeds anobng the subject ground | ease | and-
lords, the requirenent for the subject ground |lease landlords to deliver
a full bargain and sale deed with covenants against grantor's acts, a
power of attorney vested with the commissioner to bind and act in the
stead of the subject ground | ease landlords, and the authority to condi -
tion such purchase on the residential ground | ease cooperative irrevoca-
bly covenanting and agreeing to pay to its flip-tax in an amount of up
to two percent of the sales price or other simlar revenue to any agency
of the state as directed by the commissioner. The commi ssioner shal
adopt the procedures required pursuant to this subdivision no later than
one vear after the effective date of this section.

§ 2. This act shall take effect immediately.




