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STATE OF NEW YORK

9608

| N ASSEMBLY

January 27, 2020

Introduced by M of A EPSTEIN -- read once and referred to the Commt-
tee on Housi ng

AN ACT to anmend the executive law, in relation to establishing the
office of the HDFC cooperative onmbudsman; and to anend the tax |aw,
the state finance law, and the general business law, in relation to

establ i shnent of a fund for deposit of a residential unit fee, and to
direct the administration of such fund

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

Section 1. The executive law is anmended by adding a new article 5-A to
read as foll ows:
ARTICLE 5-A
CFFI CE CF THE HDFC COOPERATI VE QVBUDSVAN
Section 80. Short title.
80-a. legislative declaration.
80-b. Definitions.
80-c. Ofice of the HDFC cooperative onbudsman
80-d. Functions, powers, and duties of the office.
80-e. Principal office and satellite offices.
80-f. Assistance of other state agencies.
80-9g. Reports to the governor, attorney general, and | eqisla-
ture.
80-h. Contract authority.
80-i. Separability.

8 80. Short title. This article shall be known and nmay be cited as the
"HDFC cooperative onbudsman act".

8 80-a. legislative declaration. The legislature hereby finds and
declares the foll ow ng:

1. Affordable housing cooperatives, known as housing devel opnent fund
conpani es or corporations, constitute a significant portion of New York
state's affordable hone ownership housing stock with nore than one thou-
sand three hundred cooperatives with approximately twenty-si x thousand
units. It is and has been the public policy of this state to encourage
such forns of hone ownership. A wide variety of |laws have been enacted
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to provide fairness in the regulation and taxation of cooperatives and
condonm niuns. State and local laws and regulations are also designed to
ensure that the residents of such affordable housing cooperatives are
provided with safe and habitable accommopdations. Mreover, with the
enactnent of the housing stability and tenant protection act of two
thousand nineteen, it is anticipated that nore housing devel opnent fund
conpanies may be formed as tenants becone the rightful owners of their
honmes through tenant-sponsored cooperative conversions.

2. Wiile housing developnent fund conpani es provide sone of the nost
affordabl e housing in New York, there exists no neaningful governnent
resource available to their boards and shareholders. Tenants in build-
ings that are converting to a housing developnent fund conpany need
training, and technical and legal assistance. To date. no such resources
exist. Once a building is converted to a housing devel opnent fund conpa-
ny, little to no resources are available at reasonable costs to its
board and its shareholders. Wile sone housing devel opnent fund conpa-
nies my have nonitors, the scope of services is extrenely linted, and
nonitors do not assist boards and shareholders in operating a business.
To begin, nonitors do not provide |egal assistance. Wen | egal issues or
di sputes arise, housing developnent fund conpanies are often without a
place to go. which can oftentines be devastating. Such disputes often
result in lengthy and costly litigation and uncertainty as to the rights
of the parties pending the outconme of litigation. Such litigation
diverts resources that could be better utilized to provide affordable
and well-maintained buildings and grounds for the conmon good of the
owners.

3. This article is necessary to provide a neutral, informative, and
accessible resource available to boards and shareholders of housing
devel opnent fund conpanies. The HDFC cooperative onbudsnman appointed
pursuant to this article wll conduct outreach prograns to educate
boards and shareholders as to their legal rights and responsibilities.
The HDFC cooperative onbudsnman will encourage alternative dispute resol-
ution when disputes do arise. The HDFC cooperative onbudsman will be
available to provide dispute resolution services on consent of the
parties. The onbudsman will also provide nonitoring and supervision of
cooperative and condom niumel ections for HDFC co-ops without a npnitor
that provides such services.

8 80-b. Definitions. For the purposes of this article, the follow ng
terns shall have the foll owi ng neani ngs:

1. "Housing devel opnent fund conpany" or "HDFC' neans a corporation
organi zed and operating pursuant to the business corporation |law and the
private housing finance law for the primary purpose of providing | ow
incone housing to its nenber sharehol ders.

2. "local agency" neans any departnent., board, bureau, commi SSion
division, office, council., officer or agency of a city, town or village.

3. "Ofice" nmeans the office of the HDFC cooperative onmbudsman created
by this article.

4. "The HDFC cooperative onbudsman" or "the onmbudsnan" neans the chi ef
adn nistrative officer of the office of the HDFC cooperative onbudsman.

5. "State agency" neans any departnent, board, bureau, comi ssion
division, office, council or agency of the state, or a public benefit
corporation or authority authorized by the laws of the state.

8 80-c. Ofice of the HDFC cooperative onbudsnan. 1. The office of the
HDFC cooperative onbudsman is hereby created within the departnment of
law to have and exercise the functions, powers, and duties provided by
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the provisions of this article and any other provision of |law. The
attorney general shall be responsible for oversight of the office.

2. The head of the office shall be the HDFC cooperative onbudsman who
shall be appointed by the attorney general. The onbudsnman shall hold
office until the end of the termof the attorney general by whom he or
she was appointed and until his or her successor is appointed and has
qualified. The onbudsman nmay be renpved by the attorney general for
cause, after being given an opportunity to be heard. A vacancy shall be
filled in the sanme manner as the original appointnent.

3. The onbudsnman shall receive an annual salary to be fixed by the
attorney general within the anbunt nade available therefor by an appro-
priation and shall be allowed his or her actual and necessary expenses
in the performance of his or her duties. The onbudsnman's salary shall be
no less than the salaries of certain state officers holding the posi-
tions indicated in paragraph (a) of subdivision one of section one
hundred sixty-nine of this chapter.

4. The onbudsnman shall be an attorney adnmitted to practice in New York
state, with extensive experience in real estate, affordable housing.
cooperative law and in conflict and alternative dispute resolution.

5. The onbudsnman shall direct the work of the office and shall be the
chief executive officer of the office. The onbudsnan may appoint such
officers, enployees, or third-party consultants as he or she may deem
necessary, prescribe their powers and duties, fix their conpensation and
provide for the reinbursenent of their expenses, all within anpunts nade
avai l able therefor by appropriation. Such officers and enployees shal
include attorneys and other professionals with extensive experience in
real estate, affordable housing, cooperative law, and in conflict and
alternative dispute resolution.

6. The onbudsman and officers and enpl oyees of the office shall adhere
to a code of ethics in order to inspire public confidence as prescribed
by the public officers |aw.

7. The onbudsman and officers and enployees of the office shall not
serve as officers or enployees of a political party or a club or organ-
ization related to a political party, receive renuneration for activ-
ities on behalf of any candidate for public office or party position or
engage in soliciting votes or other activities on behalf of a candidate
for public office or party position.

8. The secretary to the governor shall ensure that all state agencies
provide the onmbudsman with assistance in advancing the purposes of the
office and shall ensure that the activities of the office are fully
coordinated with the activities of state agencies providing related
services.

8 80-d. Functions, powers, and duties of the office. The office shal
have the follow ng functions, powers, and duties:

1. To educate and inform boards and shareholders in housing devel op-
nment fund conpanies of their legal rights and responsibilities under
federal, state, and local |aws and regulations applicable to such conpa-
ni es;

2. To coordinate and assist in the preparation and publication of
educational and reference naterials about housing devel opnent fund
conpani es and to make such resources known and available to the w dest
possi bl e audi ence;

3. To organize and conduct neetings. workshops., conferences., public
hearings, and forunms, and to utilize all forns of communication nedia to
di sseninate accurate and tinely information of interest to persons

residing in, owning, or managi ng housing devel opnent fund conpanies;
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4. To provide neetings, nediation, arbitration and other fornms of
alternative dispute resolution services between shareholders and boards
of housing developnent fund conpanies and parties where di sputes nay
arise between for-profit and non-profit sponsors and devel opers, manag-
ers, prospective and existing shareholders, and other parties, so as to
avoid costly and lengthy litigation and reduce expenses for those
involved in disputes;

5. To subpoena and enforce the attendance of w tnesses, adninister
oaths or affirmations and exanine w tnesses under oath, and require the
production of any books and papers deened relevant or material to the
resolution of any dispute pending before the office;

6. To engage with the housing courts, other trial courts, state and
local agencies., and with alternative dispute resolution prograns main-
tained by the office of court admnistration in order to provide
specialized expertise in the resolution of disputes involving housing
devel opnent fund conpanies as an alternative to litigation;

7. To offer procedures, nonitors, and vote counting services to
provide fair elections for boards and shareholders in housing devel op-
nent fund conpanies, including but not linmted to providing that:

(i) fifteen percent of the total voting interests in housing devel op-
nent fund conpanies, or shareholders of six residential units, whichever
is greater, may petition the office to attend and conduct an el ection of
the board; and

(ii) all costs associated with the election nonitoring process shal
be paid by the housing devel opment fund conpani es;

8. To provide legal assistance related to anending governing docunents
to conply with applicable laws, rules and requl ati ons governing housing
devel opnent fund conpanies, and advi sing on corporate policies involving
governance such as resales, conflicts of interest. and sharehol der
sel ection;

9. To refer any conplaint received to the appropriate |aw enforcenent
agency for prosecution, if deenmed appropriate by the office; and

10. To performany other functions that are necessary or appropriate
to fulfill the duties and responsibilities of the office.

8 80-e. Principal office and satellite offices. The office shall nmain-
tain its principal office in the city of New York and shall have satel-
lite offices in other |locations within the state where there are signif-
icant concentrations of housing devel opnent fund conpani es.

80-f. Assistance of other state agencies. To effectuate the purposes
of this article, the onbudsman nay request and shall be entitled to
receive fromany state agency, and the sane are authorized to provide,
such assistance, services, facilities, and data as will enable the
office to carry out its functions, powers and duties, and such tenporar-
ily or permanently assigned personnel as the director of the budget may
approve.

8 80-g. Reports to the governor., attorney general, and | egislature.
The office shall make an annual report, to be received on or before
January first each full year following the effective date of this arti-
cle, to the governor, the attorney general, and the |egislature concern-
ing the activities undertaken by the office, reconmendations for |edgis-
lative proposal s, data concerning program activities, and other
pertinent infornmation as nmay be required.

8 80-h. Contract authority. The office is hereby enpowered to enter
into any agreenment or contract with any state or |ocal agency necessary
or convenient to carry out the provisions of this article. The attorney

gener al nmay al so contract with outside third parties for the purpose of
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establishing the office, and thereafter, the onbudsman shall be author-
ized to enter into contracts with third-party professionals to provide
direct legal services and technical assistance. Any contracts with
third-party professionals shall be subject to state procurenent | aws.

8 80-i. Separability. If any clause, sentence., paragraph. section or
part of this article shall be adjudged by any court of conpetent juris-
diction to be invalid, such judgnent shall not affect, inpair, or inval-
idate the remainder thereof, but shall be confined in its operation to
the clause, sentence, paragraph, section, or part thereof directly
involved in the controversy in which such judgnent shall have been
render ed.

8§ 2. The tax law is anended by adding a new section 186-h to read as
foll ows:

8 186-h. Residential unit fee. A cooperative housing corporation or a
condom ni um owners association, as such terns are defined in the inter-
nal revenue code, shall pay an annual fee of six dollars per year for
each residential unit |located in any building owned or operated by such
corporation or association. Such fee shall be payable to the departnent.
All  revenue fromthe fee inposed pursuant to this section shall be paid
by the departnment to the state conptroller to be deposited to and cred-
ited to the office of the HDFC cooperative onbudsman fund, established
pursuant to section eighty-a of the state finance | aw

8§ 3. The state finance |aw is anended by adding a new section 80-a to
read as foll ows:

8§ 80-a. Ofice of the HDFC cooperative onbudsman fund. 1. There is
hereby established in the custody of the state conptroller a specia
fund to be known as the "office of the HDFC cooperative onbudsman fund"

2. The office of the HDFC cooperative onmbudsnman fund shall consist of
noni es appropriated thereto, funds transferred fromany other fund or
sources, and nonies deposited therein pursuant to section one hundred
eighty-six-h of the tax | aw

3. The noneys in the HDFC cooperative onmbudsman fund shall be kept
separate from and shall not be commingled with any other noneys in the
custody of the state conptroller. Al noneys in the fund shall be

distributed each state fiscal year and such noneys shall be allocated to
and expended by the departnment of law solely for the operation and
adninistration of the office of the HOFC cooperative onbudsnman estab-
lished pursuant to article five-A of the executive |aw

8 4. Subdivision 3 of section 80 of the state finance |law, as added by
section 2 of part BBB-1 of chapter 57 of the |aws of 2008, is anended
and a new subdivision 2-a is added to read as foll ows:

2-a. On or before the first day of February following the effective
date of this subdivision and annually thereafter, the attorney genera
shall provide a witten report to the tenporary president of the senate,
the speaker of the assenbly, the chair of the senate finance commttee
the chair of the assenmbly ways and neans commttee, the state conp-
troller, and the public. Such report shall outline the nature of how the
nonies of the real estate finance bureau fund were utilized during the
preceding calendar vear, and shall include: (a) the anpbunt of nobney
di spersed from such fund; (b) the recipients of awards from such fund;
(c) the ampunt awarded to each such recipient; (d) the purposes for
whi ch such awards were granted; and (e) a summary financial plan for

such nonies which shall include estimates of all future receipts and
di sbursenents for the current and succeeding fiscal years.
3. The noneys in the real estate finance bureau fund shall be kept

separate from and shall not be conmm ngled with any other nobneys in the
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custody of the state conptroller. [Sueh] Al nobneys in the real estate
finance bureau fund shall be distributed in their entirety during each
state fiscal year, and such noneys shall be allocated to and expended by
the departnent of |law solely for increasing the staffing, efficiency and
admi ni stration of the real estate finance bureau of such departnment. The
first one mllion five hundred thousand dollars of such annual distrib-
ution of nonies in the real estate finance bureau fund shall be allo-
cated to hiring additional staff beyond that which was enpl oyed by the
real estate finance bureau within the departnent of law at the tinme of
the effective date of a chapter of the laws of two thousand twenty that
anended this subdivision. Such allocation for additional staffing shal
be adjusted annually for inflation according to the consuner price
i ndex.

8 5. Paragraphs (a) and (c) of subdivision 7 of section 352-e of the
general business law, paragraph (a) as anended by section 1 of part
BBB-1 of chapter 57 of the |aws of 2008 and paragraph (c) as anended by
chapter 637 of the laws of 1989, are anended to read as foll ows:

(a) The departnent of Iaw shall collect the followi ng fees for the
filing of each offering statenment or prospectus as described in subdivi-
sion one of this section: seven hundred fifty dollars for every offering
not in excess of two hundred fifty thousand dollars; for every offering
in excess of tw hundred fifty thousand dollars, four-tenths of one
percent of the total amount of the offering but not in excess of [&hi+—
] sixty thousand dollars of which one-half of said anpbunt shall be a
nonr ef undabl e deposit paid at the tine of submitting the offering state-
ment to the departnent of |law for review and the balance payable wupon
the issuance of a letter of acceptance for filing said offering state-
ment. The departnent of law shall, in addition, collect a fee of two
hundred twenty-five dollars for each price change anmendrment to an offer-
ing statenent and seven hundred fifty dollars for any other amendnent to
an_offering statenent. For each application granted by the departnent
of Iaw which permits the applicant to solicit public interest or public
funds prelimnary to the filing of an offering statement or for the
i ssuance of a "no-filing required" letter, and any anendnent thereto,

the departnment of law shall collect a fee of [twe—hunrdedtwenty—fHive]
seven hundred fifty dollars. [la—the—event—the—sponrsor—thereafter—iites
T ’ I : Lot I Lo L )

Hng-]
fifty-two-g of this article, the departnment of |aw shall collect a fee
of two-tenths of one percent of the anmount of the offering of securi-
ties; however, the mninmumfee shall be seven hundred fifty dollars and
the maximum fee shall be [+hivty] sixty thousand dollars. Al revenue
fromthat portion of any fee inposed pursuant to this paragraph, which
exceeds twenty thousand dollars for offering statenents, and five
hundred twenty-five dollars for all other filings, shall be paid by the
departnent of law to the state conptroller to be deposited in and cred-
ited equally to the real estate finance bureau fund, established pursu-
ant to section eighty of the state finance | aw and the HDFC cooperative
onmbudsman fund, established pursuant to section eighty-a of the state
finance | aw.

(c) Notwithstanding the provisions of paragraph (a) of this subdivi-
sion, the departnment of law shall not collect any fees for the filing of
an offering statenment or prospectus or any amended filings thereto as
described in subdivision one of this section whenever a conversion of a
nmobi | e home park, building or group of buildings or developnment [fem
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resi-deptial—rental—status] to cooperative or condom niumownership is
bei ng made pursuant to article eleven, eighteen, nineteen or twenty of
the private housing finance | aw.

8 6. This act shall take effect on the one hundred eightieth day after
it shall have becone a | aw.




