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STATE OF NEW YORK

7830

| N SENATE

January 12, 2022

Introduced by Sen. KAVANAGH -- read twi ce and ordered printed, and when
printed to be conmtted to the Committee on Rul es

AN ACT to anend the private housing finance law, in relation to certain
duties of a board of directors of a mutual housi ng conpany and prohi b-
iting certain nutual housing conpanies fromvoluntarily dissolving
during the state disaster energency declared in response to the
outbreak of COVID-19; and to anend a chapter of the laws of 2021
amendi ng the private housing finance law relating to voting, election
and referendum procedures; to requirenments regardi ng nmutual housing
conpani es consi dering dissolution and/or reconstitution; to certain
duties of a board of directors of a linited-profit housing conpany;
and to prohibiting certain linmted-profit housing conpanies from
voluntarily dissolving during the state disaster enmergency declared in
response to the outbreak of COVID-19, as proposed in legislative bills
nunbers S. 6412 and A 7272, in relation to nutual housing conpanies
and the effectiveness thereof

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

Section 1. Section 13-c of the private housing finance | aw, as added
by a chapter of the laws of 2021 amending the private housing finance
law relating to voting, election and referendum procedures; to require-
ment s regardi ng nmutual housi ng conpani es considering dissolution and/or
reconstitution; to certain duties of a board of directors of a limted-
profit housing conpany; and to prohibiting certain linmted-profit hous-
ing conpanies from voluntarily dissolving during the state disaster
energency declared in response to the outbreak of COVID-19, as proposed
in legislative bills nunbers S. 6412 and A. 7272, is anended to read as
fol | ows:

§ 13-c. Voting, election and referendum procedures. 1. Any sharehol der
vote involving the election of board nmenbers, by-|law anmendnents, or on
dissolution or reconstitution or conversion of a nutual housing conpany
including any votes for a special assessnent pursuant to subdivisions
one, two or three of section thirty-five-a of this article shall be
conduct ed using secret ballots. Such ballots shall be cast in-person by

EXPLANATI ON- - Matter in italics (underscored) is new, matter in brackets
[-] is old lawto be onmitted
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tenants entitled to [esccupaney] vote in the project; unless such tenant
casts such ballot using an absentee ballot issued pursuant to subdivi-
sion two of this section.

2. [A] Any shareholder entitled to [eccupanrcy—n-the—projlect—shall—be
eptitled—+te] vote may request an absentee ballot to cast a ballot in any
sharehol der vote. Such an absentee ballot [shal] may be delivered or
mailed only to the primary residence address of [a] the sharehol der
entitled to [eccupaney] vote in the project. An absentee ballot cast

pursuant to this subdivision shall be sealed mnthln two envel opes| -

} } -] and
shall be mailed or delivered to a neutral third party not running for a
position on the board of directors. The outer envelope containing the
ballot shall instruct the shareholder to affix their signature to the

outer envelope only, and further instruct the shareholder not to sign
the ballot itself.

3. Proxy wvoting shall not be permtted in [anr—elestion] a vote for a
position on a board of directors, for dissolution or reconstitution of
the nutual housing conpany, for the authorization of a feasibility

study [Le#—an—eﬁie#+ng7p¥an-+ne¥ad+ﬂg—a—#ee—he#¢+ﬂg—e#—b¥aﬁk——beekr——9F

the authorlzatlon to develoo and subnit to the attorney general an
offering plan for dissolution and reconstitution of the mutual housing
conpany, for the authorization to develop and submt to the attorney
general a proxy statenent or any other docunents permitted by the attor-
ney general instead of such offering plan, or any other vote relating to
dissolution or reconstitution required by the regulations of the conms-
sioner or supervising agency, or for an assessnment approved pursuant to
section thirty-five-a of this article to fund t he devel opnent ,
subm ssion, conpletion, or distribution of any of the aforenenti oned
docunent s.

4. [+p-—person] ALl ballots shall produce a paper or electronic record
whi ch may be audited in the case of a contested election result.

5. No otherw se-eligible person shall be prevented from being a candi -
date for, being elected to, or serving on a board of directors based
solely on that person owi ng or having owed any anount of any form of
arrears to the nutual housing company, unless, at the tinme of nom -
nation, that person currently owes an anount of [bera—Fide] arrears
greater than the equivalent of two nonths of that person's nonthly nain-
t enance. Not hi ng in this subdivision shall be construed to require or
mandat e any nutual housi ng conmpany to adopt bylaws, rules, policies, or
procedur es restricting any person's eligibility to be nomnated,
elected, or serve on a board of directors. [Nethi-Rg—eentainred—A—this
subdivi-si-onr] No grounds other than the above arrearages in excess of two
nmont hs mai ntenance shall be a basis in itself to deny such eligibility
to any person unless specifically incorporated in regulations pronul gat-
ed by or procedures approved by the conmi ssioner or supervising agency.
Nei t her a mutual housing conpany nor the conm ssioner or the supervising
agency may nodify in any way the above limtation so as to restrict
eligibility on the basi s of femer than two months of arrears.

8§ 2. Section 35—a.of the private housing finance |law, as added by a
chapter of the |aws of 2021 anending the private housing finance |aw
relating to voting, election and referendum procedures; to requirenments
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regardi ng nmutual housi ng conpani es consi dering di ssol ution and/or recon-
stitution; to certain duties of a board of directors of a limted-profit
housi ng conpany; and to prohibiting certain Ilinmted-profit housing
conmpani es fromvoluntarily dissolving during the state di saster energen-
cy declared in response to the outbreak of COVID 19, as proposed in
legislative bills nunbers S. 6412 and A. 7272, is anended to read as
fol |l ows:

8§ 35-a. Requirements regarding dissolution. Mitual housing conpanies
consi dering dissolution and/or reconstitution pursuant to section thir-
ty-five of this article shall be subject to the follow ng requirenents:

1. Any prelinmnary vote |[for—dissolution—of—the—conmpany—or]| to
authorize a feasibility stpdy [a—pFeL+n+naFy—9LLe#+ng—p¥an—mh+eh—nay—be

pequ#Le——Lhe—app;e#aL—eL—e+ghLy—pe;senL or to approve a speC|aI assess-

ment to fund such feasibility study shall require the approval of a

mninmum of two-thirds of all dwelling units [ewred] for which shares
have been issued by the mutual housing conpany, regardless of whether
such dwelling units are occupied or vacant, provided however, that where
the shareholder of record is deceased, any vote attributable to the
dwelling unit shall be discounted, both in the nunber of votes cast and
in the total nunber of dwelling units upon which the vote is cal cul at ed,
until such tine as a new shareholder of record is deternined for that
dwelling unit.

2. Except as provided for in subdivision seven of this section, any
vote to authorize the funding. developnment, and subm ssion to the attor-
ney general of an offering plan for dissolution and reconstitution of
the mutual housing conpany, or to authorize the funding, devel opnent,
and subnmission to the attorney general of a proxy statenent, or any
ot her docunents permtted by the attorney general instead of such offer-
ing plan, or any other prelinmnary vote for review by the conm ssioner
or supervising agency relating to the dissolution or reconstitution
required by the regulations of the comr ssioner or supervising agency,
shall require the approval of eighty percent of all dwelling units for
whi ch shares have been issued. regardless of whether such dwelling units
are occupi ed or vacant., provided however, that where the shareholder of
record is deceased, any vote attributable to the dwelling unit shall be
di scounted, both in the nunber of votes cast and in the total nunber of
dwelling units upon which the vote is calculated, until such tine as a
new shareholder of record is determned for that dwelling unit.

3. No funds fromthe operating budget of the nutual housing conpany
shall be wused for the preparation or distribution of a feasibility
study, a prelimnary or filed offering plan [ef——ed—herring—a—Final
offering—plan—or—black—beok] for dissolution and reconstitution of the
nut ual housi ng conpany, a proxy statement or any other docunents permit-
ted by the attorney general instead of such offering plan, or a notice
of intent to dissolve, or to pay for any services related to eval uation
of , preparation for, or execution of dissolution and/or reconstitution
pursuant to section thirty-five of this article, including but not
limted to | egal services, but such funds may only be raised by specia
assessnent voted on and applicable to all shareholders using such proce-
dures as required by regulations of the comm ssioner or the supervising
agency which shall not allow proxies.

[3-] 4. Except as provided for in subdivision seven of this section,
any vote authorized by the reqgulations promul gated by the commi ssioner
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or the supervising agency that constitutes the vote for subm ssion of a
certificate of no objection, consent to dissolution or reconstitution,

for subm ssion to the attorney general of an offering plan for dissol-
ution and reconstitution of the nmutual housing conpany, or for
subm ssion to the attorney general of a proxy statenent or any other
docunents permtted by the attorney general instead of such offering
plan shall require the approval of eighty percent of all dwelling units
for which shares have been issued by the nmutual housing conpany, regard-
less of whether such dwelling units are occupied or vacant, provided
however, that where the shareholder of record is deceased, any vote
attributable to the dwelling unit shall be discounted, both in the
nunber of votes cast and in the total nunber of dwelling units upon
which the vote is calculated, until such tine as a new sharehol der of
record is determned for that dwelling unit.

5. No vote [whder—subdivi-si-on] as set forth pursuant to subdivision
one, two, three or four of this section, shall occur within five years
followi ng a vote [uwhrder—subdiadsion—onre—of—this—section| undertaken
pursuant to such subdivisions that failed to pass. No vote as set forth
pursuant to subdivision seven of this section shall occur within three
years following a vote undertaken pursuant to such subdivision that
failed to pass.

6. For any vote pursuant to subdivision one, twd, three or seven of
this section, the proposal to be voted on shall state that the cost of
the action to be approved will be paid by a special assessnent on share-
holders, that approval of the proposal authorizes the nutual housing

conpany to inpose the assessnent, and shall include the total dollar
amount of the proposed assessnent and the dollar amount per dwelling
unit that will be inposed to fund the action if it is approved. Once an

assessnent has been so approved by shareholder vote, the nutual housing
conpany shall not increase the anpunt of the approved assessnent except
by further vote subject to the sane procedures and threshold for
approval as were required for the vote initially approving the assess-
nent .

7. Notwithstanding any other provision to the contrary, any final or
prelimnary vote regarding dissolution and reconstitution that involves
a _conversion to a housing conpany organized under article eleven of this
chapter including. but not linmted to, votes on the authorization to
fund, develop. and subnmit any required filing to the attorney general
which pursuant to the conversion shall renmnin under the supervision of
the conm ssioner or the supervising agency, shall only require a vote of
amnimmof two thirds of the dwelling units for which shares have been
issued by the mutual housing conpany regardless of whether such dwelling
units are occupied or vacant, provided however, that where the share-
hol der of record is deceased. any vote attributable to the dwelling unit
shall be discounted, both in the nunber of votes cast and in the tota
nunber of dwelling units upon which the vote is calculated, wuntil such
time as a new shareholder of record is determned for that dwelling
unit. Provided further however, that any dissolution and reconstitution
to a housi ng conpany organi zed under article eleven of this chapter as
provided by this subdivision shall not utilize funds fromthe operating
budget of such housing conpany to fund the preparation, creation or
distribution of any materials required for a vote to authorize any
di ssolution and reconstitution to a housing conpany organized under
article eleven of this chapter as provided by this subdivision, and the
preparation. creation or distribution of such materials shall be

financed by special assessnent voted on and applicable to all sharehol d-
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ers as provided by subdivision three of this section, unless such hous-
ing conpany took any actions toward dissolution or reconstitution prior
to the date this section took effect.

8 3. Subdivisions 4 and 5 of section 17 of the private housing finance
law, as added by a chapter of the |aws of 2021 anending the private
housing finance law relating to voting, election and referendum proce-
dures; to requirenents regarding nutual housing compani es considering
di ssolution and/or reconstitution; to certain duties of a board of
directors of a Ilimted-profit housing conpany; and to prohibiting
certain limted-profit housing conpanies from voluntarily dissolving
during the state disaster energency declared in response to the outbreak
of COVID 19, as proposed in legislative bills nunbers S. 6412 and A
7272, are anended to read as foll ows:

4. Notwi t hstanding the provisions of any | aw, general or special, a
board of directors of a nutual housing conpany created pursuant to the
provisions of this article shall:

(a) Hold at |east [six] four neetings of [its—enbers] the board of
directors annually. Such neetings shall be open to [t+he] all sharehol d-
ers and residents, except that they may include executive sessions open
only to directors for the sole purpose of discussing confidential
personnel issues, |egal advice and counsel froman attorney to whom the
mut ual  housing conpany is a client, or confidential issues affecting
i ndi vi dual sharehol ders or residents, or contract negotiation. Any such
board of directors neetings held in addition to the mninmum nunber of
four as required by this section shall be open to shareholders and resi-
dents, and subject to the aforenenti oned exception regarding executive
sessi ons.

(b) [F-te—nth—the—ecemmrssiener—or—the——supeorv-shg—agehrey—as—the—ecase
may—be-] Maintain a record of any vote on a resolution of such board,
i ncl udi ng specification of how each director voted. Such record shall be
a mtter of public record which will be nade available as a paper copy
at the request of a shareholder and will also be posted on a website
that is accessible by all shareholders maintained by the board of direc-
tors, provided however, that there may be redactions to the extent
m nutes would reflect the discussions held in executive session

(c) Promptly [giwre—noetice—of—and—rake] post on a website available to
al |l sharehol ders and maintained by the board of directors to communicate
with shareholders., (i) any |[eennunicaton—to] request by the nutua
housi ng conpany [f+e#] to the comni ssioner or the supervising agency, as
the case may be, [e+—the—ofiice—-of—the—-attorney—general—regardi-ng] and

any final resolution regarding such request, when the request relates to
a change in regul ati ons, [Ghanges—+n—LegHLaL+ens—] a change in its rea
estate taxation, [Hranrees—] in a refinancing, financing being offered
by the conmi ssioner, supervising agency, _or_any ot her agency or, [+r—the
even%—e#] a proposed di ssol ution and | o t

] reconstitution, (ii) any deficiency letters
issued by the office of the attorney general to the nutual housing
conpany regarding an offering plan for dissolution and reconstitution of
the mutual housing conpany, any deficiency letters issued by the office
of the attorney general to the nutual housing conpany regarding a proxy
statenent or any other docunents pernitted by the attorney genera
instead of such offering plan. and any of the nmutual housing conpany's
resubm ssions of such offering plan or proxy statenment or any other
docunents permtted by the attorney general instead of such offering
plan in response to such deficiency letters issued by the office of the
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attorney general, or (iii) any offer of financing fromthe conm ssioner
supervi sing agency, or any other agency to the nutual housing conpany.

[ed}—Ln¥es%+gaLe—any—sHbs;anL+¥e—aLLegaL+en—Lha#—a—#enan#—+s—ne%—eeea-

5. (a) No nutual housing conpany shall interfere with the right of a
sharehol der or tenant to form join or participate in the lawful activ-
ities of any group, comittee or other organization formed to protect
the rights of shareholders and tenants; nor shall any nutual housing
conpany harass, punish, penalize, dimnish, or withhold any right, bene-
fit or privilege of a shareholder or tenant under their proprietary
| ease or tenancy for exercising such right.

(b) Sharehol der and/or tenants' groups, conmittees or other sharehol d-
er and/or tenants' organizations shall have the right to neet w thout
being required to pay a fee in any location on the prem ses including a
conmuni ty or social roomwhere use is nornally subject to a fee which is
devoted to the comon use of all shareholders and/or tenants in a peace-
ful manner, at reasonable hours and w thout obstructing access to the
premses or facilities. [ Ne—heusing—eonpany—shall—deny—sueh——i-ght]
Nothing in this subdivision shall be construed to linmt or inpede the
authority of the board of directors to act on behalf of the nutual hous-
ing conpany or regulation by the comm ssioner or supervising agency wth
respect to the recognition of a tenant group representing all tenants,
or to require the continued recognition of a cooperators' advisory coun-
cil formed pursuant to subdivision one of section thirty-two-a of this
article when superseded by the election of a board of directors.

8 4. Section 32-a of the private housing finance |aw is anended by
addi ng a new subdivision 9 to read as foll ows:
9. Promulgate regulations to require each tenant use their dwelling

unit as their primary residence to maintain their right of continued
occupancy or be subject to eviction in a court of conpetent jurisdiction
by a mutual housing conpany.

8 5. Sections 4 and 5 of a chapter of the laws of 2021 anending the
private housing finance law relating to voting, election and referendum
procedures; to requirenments regardi ng nmutual housi ng conpani es consi der -
ing dissolution and/or reconstitution; to certain duties of a board of
directors of a limted-profit housing conpany; and to prohibiting
certain limted-profit housing conpanies from voluntarily dissolving
during the state di saster energency declared in response to the outbreak
of COVID 19, as proposed in legislative bills nunbers S. 6412 and A
7272, are anended to read as foll ows:

8 4. 1. Notwi thstanding any provision of law to the contrary, no nutu-
al _housing conpany or urban rental company, as such terns are defined in
section 12 of the private housing finance |law, shall be dissolved pursu-
ant to the provisions of section 35 of such law or shall wundergo semi -
privatization pursuant to 28 RCNY 3-14(i)(15), or shall initiate any
actions or proceedings related to dissolution or sem-privatization,
including but not limted to, conducting a vote to authorize a feasibil-
ity study; submitting a prelimnary offering plan to the attorney gener-
al for approval; distributing a prelimnary offering plan to sharehol d-
ers; distributing a final offering plan or proxy st at ement to
sharehol ders; submitting a notice of intent to dissolve to the conm s-
sioner of housing or supervising agency; conmitting, promsing, or
expending funds in any way for the purposes of dissolution or sem-pri-
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vati zation; or holding any of the required notice neetings during the
state disaster emergency declared pursuant to executive order 202 of
2020 in response to the outbreak of novel coronavirus, COVID- 19

2. As used in this [aest] section, the term"sem -privatization" means
di ssolving as a mutual housing conpany and transferring the property to
a housing devel opment fund conpany organi zed pursuant to article Xl of
the private housing finance | aw.

8§ 5. This act shall take effect immediately; provided, however,
sections one, two and three of this act shall take effect on the nineti-
eth day after it shall have beconme a | aw and shall apply to any pending
or future dissolution or reconstitution proceedings on and after such
date; provided, however, that where a nutual housing conpany taking
certain internediate votes were appropriately perfornmed prior to the
effective date of the act, the provision in effect at the tine those
votes were taken shall apply to those acts.

§ 6. Severability. If any provision of this act, or any application
of any provision of this act, is held to be invalid, that shall not
affect the validity or effectiveness of any other provision of this act,
any other application of any provision of this act, or any other
provi sion of any |law or code anended by this act.

8 7. This act shall take effect i mediately, provided however that
sections one, two, three and four of this act shall take effect on the
sane date and in the same manner as a chapter of the |laws of 2021 anend-
ing the private housing finance lawrelating to voting, election and
ref erendum procedures; to requirenents regarding nutual housing conpa-
ni es considering dissolution and/or reconstitution; to certain duties of
a board of directors of a limted-profit housing conmpany; and to prohib-
iting certain limted-profit housing conpanies fromvoluntarily dissolv-
ing during the state disaster energency declared in response to the
out break of COVI D19, as proposed in legislative bills nunbers S. 6412
and A 7272, takes effect.




