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| N SENATE

January 19, 2023

I ntroduced by Sens. KAVANAGH, CLEARE, FELDER, GOUNARDES, HOYLMAN- S| GAL
SEPULVEDA -- read twice and ordered printed, and when printed to be
committed to the Committee on Judiciary -- conmittee di scharged and
said bill comritted to the Committee on Housing, Construction and
Community Developrment -- reported favorably fromsaid conmttee and
conmritted to the Conmittee on Finance -- comittee discharged, bil
anended, ordered reprinted as anmended and reconmitted to said commt-
tee

AN ACT to anmend the nultiple dwelling law and the private housing
finance law, in relation to establishing a programto address the
| egal i zati on of specified basenents and cellars and the conversion of
other specified basenents and cellars in a city with a popul ation of
one mllion or nore

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

Section 1. The multiple dwelling law is amended by adding a new arti-
cle 7-D to read as foll ows:
ARTICLE 7-D
LEGALI ZATI ON AND CONVERSI ON OF BASEMENTS AND CELLARS
Section 288. Definitions.
289. Basenent and cellar local laws and regul ations.
290. Tenant protections in inhabited basenents and cellars.

8 288. Definitions. As used in this article, unless the context or
subject matter requires otherwise, the following terns shall have the
foll owi ng neani ngs:

1. The term "inhabited basenent or cellar" neans a basenent or cellar
unlawful ly occupied as a residence by one or nore tenants on or prior to
the effective date of this article;

2. The term"rented" neans leased, let, or hired out, with or wthout
a witten agreenent; and

EXPLANATI ON- - Matter in italics (underscored) is new, matter in brackets
[-] is old lawto be onitted.
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3. The term "tenant" neans an individual to whom an inhabited basenent
or cellar dwelling unit is rented.

8 289. Basenent and cellar local laws and regulations. 1. Notwith-
standi ng any other provision of state or local lawto the contrary, in a
city with a population of one mllion or npbre, the local leqgislative
body may, by local law, establish a programto address, provided that
health and safety are protected, (a) the legalization of specified
i nhabi ted basenents and cellars in existence prior to the effective date
of this article through conversion to legal dwelling units, and (b) the
conversion of other specified basements and cellars in existence prior
to the effective date of this article to legal dwelling units. The | oca
| aw authorized by this section, and any rules or regulations pronul gated
thereunder, shall not be subject to environnental review, including, but
not limted to, environnental review conducted pursuant to article eight
of the environnental conservation law and any state and |ocal requ-
| ations pronmul gated thereunder.

2. The program established by such local law may provide to an owner
who converts a basenent or cellar in accordance with a local |aw author-
ized by this article or who otherwi se abates the illegal occupancy of a
basenent or cellar: (a) ammesty fromany civil or adninistrative liabil-
ity, citations, fines, penalties or any other enforcenent of or prose-

cution for civil violations of this chapter, other state law or |oca
law or rules, and the zoning resolution of such <city, and (b) relief
from any outstanding civil judgnents issued in connection with any such

violation of such laws, rules or zoning resolution issued before the
effective date of this article; provided, however, that such |ocal |aw
shall require that such ammesty or relief shall be available only to an
owner that has subnmitted an application for a conversion by a date
certain subsequent to the effective date of such local |aw and that such
date shall not be later than ten years after the effective date of such
local |aw._

3. (a) Such local law may supercede any provision of local law or rule
to facilitate the conversion of a specified inhabited basenent or cellar
or other specified basenent or cellar in existence prior to the effec-
tive date of this article into a lawful dwelling unit. For the purposes
of this program the local |law adopted by the legislative body of such
nunicipality shall be no less stringent than the relevant standards or
specifications of the uniformfire prevention and building code and
state energy conservation construction code applicable to the conversion
of basenents and cellars to habitable dwelling units in nmunicipalities
other than a city with a population of one mllion or nore, unless such
legislative body deternmines that the application of such standards or
specifications would present practical difficulties that inpede the
purposes of this article and includes in such local law an alternative
standard or specification that such legislative body deternines to be
sufficient to protect public safety.

(b) Such local law nmay supersede the follow ng provisions of this
chapter: sections twenty-six, twenty-eight, thirty, thirty-one, thirty-
two, thirty-three, thirty-four, thirty-five, thirty-six, thirty-seven,
fifty, fifty-a, fifty-one, fifty-two, fifty-four, fifty-six, sixty-one,
sixty-two, sixty-three, sixty-four, sixty-five, sixty-eight, and seven-
ty-six, and articles four, five and six.

(c) Any anmendnent of the zoning resolution necessary to enact such
program shall be subject to a public hearing at the planning conm Ssion
of such locality, and approval by such conmm ssion and the |legislative
body of such local governnment, provided, however, that it shall not
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require environnental review, including, not limted to, environnental
review conducted pursuant to article eight of the environnental conser-
vation law and any state and local regulations pronmulgated thereunder,
or any additional |and use review.

8 290. Tenant protections in inhabited basenents and cellars. 1. The
program aut hori zed by this article shall require an application to make
alterations to legalize an inhabited basenment or cellar be acconpani ed
by a certification indicating whether such unit was rented to a tenant
on the effective date of this article, notw thstandi ng whether the occu-
pancy of such unit was authorized by law. An agency or office of a city
where the program has been established may not use such certification as
the basis for an enforcenent action for illegal occupancy of such unit,
provided that nothing contained in this article shall be construed to
limt any agency or office fromissuing a vacate order for hazardous
conditions.

2. The local law authorized by this article shall provide that a
tenant in occupancy at the tinme of the effective date of this article
who is evicted or otherwise renpbved fromsuch unit as a result of an
alteration necessary to bring an inhabited basenent or cellar into
conpliance with the standards established by the |ocal |aw authorized by
this article, shall have a right of first refusal to return to such unit
as a tenant wupon its first lawful occupancy as a legal dwelling unit.,
not wi t hst andi ng whet her the occupancy at the tinme of the effective date
of this article was authorized by law. Such local law shall specify how
to determne priority when nultiple tenants may claimsuch right.

3. Atenant unlawfully denied a right of first refusal to returnto a
legal dwelling unit, as provided pursuant to the local |aw authorized by
this article, shall have a cause of action against the owner of such
dwelling unit in any court of conpetent jurisdiction for conpensatory
danmages or declaratory and injunctive relief as the court deens neces-
sary in the interests of justice, provided that such conpensatory relief
shall not exceed the annual rental charges for such legal dwelling unit.

4. Notwi thstanding the | ocal energency housing rent control act of
1962 as anended, the local law authorized by this article shall include
protections against eviction and lintations on rent increases for base-
nent or cellar dwelling units that undergo legalization, including lim -
tations on rent increases for tenants returning to such units pursuant
to the provisions of subdivision two of this section.

§ 2. The private housing finance |aw is anmended by adding a new arti-
cle 8-Cto read as foll ows:

ARTICLE VI11-C
LOANS TO OMNERS OF ONE TO FOUR UNIT PRI VATE AND MIULTI PLE DWELLI NGS
Section 480. Policy and purposes of article.
481. Definitions.
482. Loans to owners.
483. Conditions precedent to nmaking | oans to owners.
484. Servicing of |oans by banking institutions and | ocan servic-
ing conpani es.
485. Interest reduction subsidies.
486. Mortgage recording tax exenption.
487. Rules and requl ations.
488. Source of funds.

8 480. Policy and purposes of article. It is hereby declared and found
that there exists in cities with a population of one nmllion or nore a
seriously inadequate supply of safe and sanitary dwelling units, partic-
ularly for persons of |low and noderate incone. It further is found that
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there exists in such cities many basenents and cellars in one to four
unit dwellings, sone of which are inhabited unlawfully, that could be
converted into safe and sanitary lawful dwelling units. It further is
found that such conversion and any associated rehabilitation or inprove-
nent of such dwellings cannot be readily acconplished w thout public aid
in the formof lowinterest |oans or grants to owners of such dwellings.
The creation of lawful and habitable dwelling units in basenents and
cellars of one to four wunit dwellings is hereby declared a public
pur pose and a nuni ci pal purpose for which public nonies may be | oaned or
granted. In order to further such purpose, it is hereby declared that
additional provisions should be nade to provide public nonies for inter-
est reduction subsidies for private | cans nade by private investors for
such rehabilitation. The necessity in the public interest for the
provisions of this article is hereby declared as a nmatter of legislative
det erm nation

8 481. Definitions. 1. "Agency" shall nean the departnment of housing
preservation and developnment of the city of New York or any successor
t her et o.

2. "Banking organization" shall nean any corporation, association or
organi zation organized under the banking laws of New York state or the
United States which is authorized to transact business in this state.

3. "Basenent" shall have the sane neaning as provided in subdivision
thirty-eight of section four of the nmultiple dwelling | aw

4. "Cellar" shall have the sane neaning as provided in subdivision
thirty-seven of section four of the multiple dwelling | aw

5. "City" shall nmean a city with a population of one nillion or nore.

6. "Cimate resiliency inprovenents" shall nean inprovenents for the
pur pose of protecting land or any structures thereon from damage result-
ing fromor which may result fromchanges in clinmate, including, but not
limted to, extrene weather events, abnornml tenperatures, and sea |evel
rise, or of reducing the inpact of the operation of such structures on
climate change, including. but not limted to., inprovenents that reduce
ener consunption or pronpte the efficient use of natural resources.

7. "Existing nultiple dwelling" shall nean a multiple dwelling as
defined in section four of the nultiple dwelling lawthat is in exist-
ence on the date upon which an application for a | oan pursuant to this
article is received by the agency.

8. "Existing private dwelling" shall nmean a private dwelling as
defined in section four of the miultiple dwelling law that is in exist-
ence on the date upon which an application for a loan pursuant to this
article is received by the agency.

9. "Federal grant funds" shall nean any grants received fromthe
federal governnent for community devel opnent activities or for the reha-
bilitation or conservation of private or multiple dwellings.

10. "lLoan" shall nean a loan or a grant nmade by the city pursuant to
section four hundred eighty-two of this article, provided, however, that
provisions of this article concerning the repaynent or forgiveness of,
or security for, a loan shall not apply to any grant made pursuant to
this article.

11. "Omer" shall nean an individual, a partnership, a corporation or
other entity, including, but not linmted to, a trust, or a joint tenan-
cy. tenancy in compn or tenancy by the entirety holding record or bene-
ficial title infee sinple to an existing private or multiple dwelling
and the real property upon which it is situated, or the |essee thereof
under a | ease having an unexpired termof at least thirty years. "Omer"
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shall be deened to also include a cooperative corporation or a condom n-
ium associ ation.

12. "Private investor" shall nean a banking organization, foundation
public benefit corporation, |abor union, credit union, enployers' asso-
ciation, veterans' organization, college, university, educational insti-
tution., child care institution., hospital. nedical research institute
insurance conpany., trustee or fiduciary, trustees of a pension and
retirement fund or system corporation., partnership. individual or other

entity or any conbination of the foregoing, and shall include the United
States of Anerica and any of its agencies and departnents.
13. "Rehabilitation” shall nean the installation, replacenent, or

repair of heating. plunbing, electrical and related systens or the elim
ination of conditions dangerous to human life or detrinental to health,
including nuisances as defined in local housing or health codes or as
defined in section three hundred nine of the nultiple dwelling law,  or
ot her rehabilitation or general property and energy conservation
i nprovenents.

14. "State grant funds" shall nean any grant received from the state
or any public benefit corporation for conmunity devel opnent activities
or for the rehabilitation or conservation of private or nultiple dwell-

i ngs.
8 482. loans to owners. 1. Notwithstanding the provisions of any
general , special or local law, the city, acting through the agency, is

aut hori zed:

(a) to nmake, or contract to make, loans to owners of one to four unit
existing private or nultiple dwellings, subject to the limtation of
subdi vi sions two through seven of this section, in such anbunts as shal
be required for the conversion of a basenent or cellar in a one to four
unit private or multiple dwelling to a safe and sanitary lawful dwelling
unit and other rehabilitation of or inprovenents to such private or
nultiple dwelling., including, but not linmted to, climate resiliency
improvenents, that the agency may determ ne are needed in such dwelling;

(b) to make tenporary | oans or advances to owners of one to four unit
existing private or nmultiple dwellings in anticipation of permanent
| oans to such owners for the purposes described in paragraph (a) of this
subdi vi si on; and

(c) to make or contract to nmake grants to any owner described in para-
graph (a) of this subdivision, on the sane terns as permitted under such
paragraph for a | oan.

2. Each |l oan shall be evidenced by a note executed by the owner of the
existing dwelling. Repaynment of each such note shall be within a period
of forty yvears, provided that such period may be extended as the agency
nay determ ne necessary to ensure the continued affordability or econom
ic viability of the existing dwelling. The repaynent shall be nmde in
such manner as mmy be provided in such note and contract, if any., in
connection with such loan, and nmmy authorize such owner, wth the
consent of the agency, to prepay the principal of the |loan subject to
such terns and conditions as therein provided. In order to nake any such
|l oan affordable to the owner, the agency may provide in such note and
contract that all of the outstanding principal of said |loan nmay be self-
liquidated over a period of not less than fifteen years of continuous
conpliance by the owner with a regulatory agreenent or restrictive
covenant with or approved by the agency and upon the satisfaction of any
additional conditions specified therein. Such note and contract nay

contain such other terns and provisions not inconsistent wth the

provisions of this article as the agency nmay deem necessary or desirable
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to secure repaynent of the loan, the interest thereon, if any, and other
charges in connection therewith, and to <carry out the purposes and
provisions of this article, including, but not Jlinmted to, providing
that the lien created by the note and nortgage. and., if applicable, any
regul atory agreenent executed by such owner and agency or restrictive
covenant approved by such agency, may be recorded in an equal or subor-
dinate position, or subsequently nmade equal or subordinate, to a lien
recorded by any private investor against such existing dwelling.

3. The agency in its discretion nmay require that the owner execute,
acknow edge and deliver a uniformcomercial code financing statenent
for the real property inprovenent to be in such formas the agency shal
specify and in accordance with the requirenents of section 9--502 of the
uniform commercial code of the state of New York. Said financing state-
nent shall be filed or recorded without charge in accordance wth the
provisions of paragraph one of subsection (a) of section 9--501 of the
uni form comercial code, and fromthe date of such filing the city shal
have a lien against said real property inprovement for the anount
advanced or so much thereof as remains unpaid together with the interest

thereon. Upon paynent of all suns advanced by the city and interest
thereon, and upon denand of the then record owner of the real property,
the agency shall deliver a copy of the financing statenent with an

endorsenent thereon that the lien is satisfied. Upon filing of such copy
in the office where the financing statenent was filed and upon paynent
of the proper fee therefor, the lien of such financing statenent shal
be di scharged..

4. The agency may require the owner to execute a nbrtgage as security
for a loan in lieu of or in additionto a financing statenent as
provided in subdivision three of this section. Such nortgage shal
contain such terns and provisions not inconsistent with the provisions
of this article as the agency shall deem necessary or desirable to
secure repaynent of the |oan

5. loans my be made with respect to a one to four unit private or
mul tiple dwelling encunbered by nortgages, provided no nortgage is in
default, except if such default shall be renedied by the proposed reha-
bilitation or inprovenent.

6. The agency mmy require the paynent of charges by an owner of such
existing private or nultiple dwelling in consideration for the financ-
ing, regulation, supervision and audit of such |oan. Such charges shal
be paid into the treasury of the city requiring the charges and shall be
paid and deposited in the general fund of such city.

7. In meking a loan under this article, the agency shall have the
power to participate in a |oan made by any private investor. The agency
nay enter into an agreenent with a private investor to deposit funds
with such private investor to cover the agency's participation in |oans
to owners of one to four unit existing private and multiple dwellings
with such funds advanced by such private investor to owners of such
existing dwellings. The portion of the |oan funded by the agency may be
equal to or subordinate in lien to the portion of the |loan funded by the
private investor and the note and contract may contain such terns wth
respect to interest rate, if any, and tine of paynent of principal and
interest as determined by the agency. The agency nay nmake provision
either in the nortgage or nortgages or by separate agreenent, for the
performance by the private investor of such services as are generally
performed by a banking institution which itself holds a nortgage.
including, without linmtation, construction |oan advances. construction
supervision, initiation of foreclosure proceedings, procurenent of
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insurance, and all other matters in connection wth the financing,
supervision, regulation and audit of any such loan. In order to nmake the
loan affordable to the owner, the agency nmy provide an interest
reduction subsidy pursuant to section four hundred eighty-five of this
article, or may provide that all or part of the agency's portion of the
outstanding principal of any such participation |oan may be self-1iqui-
dated over a period of not less than fifteen years of continuous conpli -
ance by the owner with a requlatory agreenent or restrictive covenant
with or approved by the agency and upon the satisfaction of any addi-
tional conditions specified therein.

8 483. Conditions precedent to naking loans to owners. 1. No such | oan
shall be nade to an owner of an existing private or nmultiple dwelling
unl ess such owner shall covenant in witing that so long as any part of
such loan shall remain unpaid or any requirenent inposed as a condition
for making such |oan that survives the repaynment of such |oan, includ-
ing, but not limted to, in a regulatory agreenent executed pursuant to
subdivision two of this section or a restrictive covenant approved by
such agency, renmnins in effect: (a) the owner or nmnagi ng agent or oper-
ator of such dwelling shall pernmit the duly authorized officers, enploy-
ees, agents or inspectors of the agency to enter in or upon and inspect
such dwelling at all reasonable hours; (b) the agency by such duly
aut hori zed representatives as aforesaid shall have full power to inves-
tigate into and order the owner of such dwelling to furnish such reports
and information as it nay require concerning the conversion of the base-
ment or cellar in such dwelling and all other rehabilitation or inprove-
nents funded with such loan and shall have full power to audit the books
of said owner with respect to such matters; and (c) if the basenent or
cellar to be converted is in a nultiple dwelling, the owner will submit
to the agency annually a statenent of incone and expenses of such dwell -
ing, in such formas shall be approved by the agency.

2. No such loan shall be nmade to an owner of an existing private or

multiple dwelling unless the agency and such owner shall have executed a

regul atory agreenent that includes protections against eviction and
limtations on rent increases applicable to each basenent or cellar

dwelling unit for which the loan is to be nmde.

3. The agency shall have the power to inpose additional terns and
conditions precedent to nmake such | oans.

8 484. Servicing of loans by banking institutions and | oan servicing
conpanies. 1. The agency may make provision in the note and | oan agree-
nent or by separate agreenent for the perfornance by one or nore banking
institutions of such services as are generally perforned by any such
bank itself owning and holding such a |ocan and as may be approved by the
superintendent of financial services for which services a bank nmay nake
and collect such service charges as the superintendent shall prescribe
or approve.

2. The agency may neke provision in the note and | oan agreenent or by
separate agreenent for the servicing of such loans by a | oan servicing
conpany or other qualified entity, as determ ned by the agency, and such
services may include, but not be |limted to, the collection of the debt
services on such loans and the establishnent, adnministration, and
distribution of an escrow account for the paynent of the owner's real
estate taxes, sewer and water rents and fire insurance.

8 485. Interest reduction subsidies. Notw thstanding the provisions of
any general. special or local law, the city, acting through the agency.
is authorized to provide, or contract to provide, interest reduction
subsidies for |oans nade by private investors to owners of one to four
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unit existin rivate or nultiple dwellings pursuant to paragraph (a) of
subdi vi si on one of section four hundred eighty-two of this article, if
such owners would have been eligible under the provisions of this arti-
cle for a loan nade by the city pursuant to this article.

8 486. Mortgage recording tax exenption. Notw thstanding any incon-
sistent provision of law, nortgages to secure a loan made pursuant to
the provisions of this article shall be exenpt fromthe nprtgage record-
ing taxes inposed by article eleven of the tax |aw

8 487. Rules and requlations. The agency nmy pronulgate rules and
reqgulations to carry out the provisions of this article.

8§ 488. Source of funds. The city may utilize federal grant funds,
state grant funds or any nunicipal funds to make | oans and to provide
interest reduction subsidies pursuant to this article.

§ 3. This act shall take effect inmediately.




