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OVERVIEW OF THE MULTIFAMILY HOUSING PRESERVATION AN D
RECEIVERSHIP ACT, P.L.2003, C.295

The following is an overview of the principal preians of P.L.2003, ¢.295 as enacted by the New
Jersey Legislature and signed by Governor McGreewelanuary 15, 200Zhis overview was
prepared for your information and is not an official document of the State of New Jersey.

Sec. 1 Short title

Sec. 2 Findings

The findings set forth the need for action withpesst to blighted residential property, including th
fact that such properties are a public safety trard a nuisance, affecting not only those whoilive
them, but also diminishing health, public safety anoperty values in the neighbor-hoods in which
they are located,; further, that such buildingsadnesk of abandonment, which results in loss of
affordable housing, endangering neighborhood ressgd@and imposing costs on municipalities in
which they are located. The legislature also fitidg the use of public funds to maintain multifamil
rental housing generally, and to support receivprshparticular, is to be encouraged.

Sec. 3 Definitions

Key definitions include:

« Eligible buildings are defined as any buildingahich at least half of the net square footagénef t
building is used for residential purposes. Ownasupied one to four family dwellings are not subject
to the provisions of the act.

« “Parties in interest” that can bring receiversbgmplaints include the municipality, any lienhalde
an individual tenant, an entity representing owaf of the tenants, or a nonprofit corporation
providing community services within the municipglib which a building is located.

* “Public officer” is defined to give the municipigl flexibility to appoint the most qualified munpal
official as public officer for the purposes of tlaist.

* A “qualified entity” which may be appointed asezeiver is defined, and is further subject to
registration with the Department of Community Afai

Sec. 4 Conditions permitting receivership complaint

A receivership complaint can be brought by anyypiarinterest where a building (a) is in violatioh

a housing code requirement affecting the healthsafety of the tenants, which has remained unabated
for 90 days preceding the filing of the petitiom;(b) shows a pattern of repeated code violatiofes o

a period of one year or more. In both cases, thgptaint must show that the owner failed to take
adequate and timely action.

Sec. 5 Contents of receivership complaint

The complaint must state the grounds for the petitatnd may recommend a receiver to be appointed
by the court. With respect to a building containbagh residential and non-residential uses, the non
residential uses are excluded from the receivenshigss the complaint provides explicit justificeti

for making those uses subject to the receivership.



Sec. 6 Notice requirements

Notice of filing of the complaint must be providexdthe owner, mortgage and lien holders, as
determined by a title search. Notice of intentil® fiust be provided 10 days prior to filing to the
public officer and the Housing and Mortgage FinafAAgency.

Sec. 7 Notice to limited partners

If the HMFA finds that the building is owned byimited partnership established pursuant to any
program under which the HMFA has regulatory confratiuding the federal Low Income Tax Credit
program, it shall notify the limited partners, whicave the same rights and remedies as lienhalders
the receivership action.

Sec. 8 Timetable for court action
The complaint is heard by Superior Court as a sumifexpedited) proceeding. Any party in interest
may present evidence to support or contest the leomy@t the hearing.

Sec. 9 Defenses

The owner can defend against the complaint by dstrating that repairs were made in timely
fashion, to an appropriate standard of quality, thiadl the overall level of maintenance and prowisio
of services is of adequate standard. If the complaibrought by a tenant who is in default of a
material obligation under the law (such as non-paynof rent), the court may dismiss the complaint.
If the court finds that the preponderance of tladations cited as the basis for a complaint brought
under the provisions of Sec. 4 (b) are of a miradure, the court may dismiss the complaint.

Sec. 10 Action by court

The court may appoint a receiver, which must bentbeigage or lienholder or a qualified entity, or
may accept a plan by the owner to abate the condithat led to the complaint being filed. If the
court accepts the owner’s plan, the court may regte owner to post a bond to guarantee action. If
the owner fails to abate the conditions within asanable period, which can be specified in thetcour
order, the bond is forfeit. If the owner fails toade the conditions, or if they recur within a sfiec
period set by the court, the court may then apponeiceiver. The owner continues to be responsible
for payment of taxes, municipal charges, mortgageé®ns, both before and after appointment of the
receiver.

Sec. 11 Limits on certain lienholders’ rights

The bill as a whole provides strong protectionli@nholders under its various provisions, basethen
principle that the lienholder as a rule does narshvith the owner the responsibility for the caiaatis
leading to the receivership. This section authgribe court to deny those protections to lienhaslder
where it funds that the lienholder’s financial, imess or familial relationship to the owner is smse
that it precludes a separate interest on the paénedienholder.

Sec. 12 Receiver’s plan

The receiver shall submit a plan for the operasiod improvement of the building to the court, with
copies to parties in interest, within 60 days feilog the order appointing the receiver. The key
elements of the plan are spelled out in the bhle Tourt may approve or disapprove the plan with or
without modifications. The owner is required toad® the receiver with income and expense
statements for the building.

Sec. 13 Bond; removal of receiver

The receiver must post bond or other surety, aoéed by regulations to be adopted by DCA. As
soon as the receiver posts bond or other surasyaitthorized to exercise all of the powers of
receivership, except that it shall not undertak@nm@on-emergent repairs until the court has apgdov



the receiver’s plan. The court may remove the x&ren a showing that the receiver is not carrying
out its responsibilities under the law.

Sec. 14 Effect of foreclosure actions

Neither filing of a complaint nor the appointmeffiaaeceiver stay the filing or continuation of any
action to foreclose a mortgage or lien on the bogar sell the property for delinquent taxes opaid
municipal liens. A change in ownership as a restloreclosure while a receiver is in possessioesdo
not affect the status of the receivership.

Sec. 15 Powers of receiver

The receiver has all powers ordinarily availablamcowner of rental property, including the auttyori
to accept grants, and borrow funds and incur detieuthe provisions of Sec. 17 of the act. The
receiver must solicit three bids or proposals foy eontract in excess of $2,500. The receiver must
disclose any contract with an entity with which tkeeiver has an identity of interest relationgbip
the court and the parties in interest.

Sec. 16 Duties of receiver

The receiver must maintain the building in goodeoydmplement the plan approved by the court, and
apply all revenues from the property to the extegessary to maintain and improve the building. The
court may require periodic reports from the receilfehe municipality is the receiver under the
provisions of the Tax Sale Act, C.54:5-53.1, it nmay apply any revenues toward tax arrears urtil al
code violations have been corrected and the bgldas remained free of such conditions for six
months.

Sec. 17 Borrowing by receiver

The receiver may borrow funds to operate or imptbeeproperty. Where the borrowing is needed for
the purpose of improving the property, and wheesstnior lienholder has refused either to provide
additional financing or to subordinate, the couaymauthorize the receiver to secure the debt gna |
on the property, which may take priority over othens and mortgages except municipal liens. A
receiver also has recourse against other ass#te ofvner to collect on a receiver’s lien.

Sec. 18 Fees

The receiver is entitled to reasonable fees. Theicipality may provide municipal funds to a receive
to carry out the purpose of the receivership, wigatbeemed a public purpose.

Where the municipality brings a receivership actitve municipality is entitled to its costs and
reasonable attorney’s fees, for which it may pladien against the premises. The owner is not
relieved by a receivership action of any criminatwil liability resulting from any act or omissis of
the owner.

Sec. 19 Tax liens

Upon request of the receiver, the municipality meguest the county board of taxation to order the
release of municipal liens against a property aeneership, in which event the owner of the propert
becomes personally liable for payment of the myaictharges secured by the lien.

Sec. 20 Sale of building

The court may order the sale of the building aftee year if the owner has not petitioned for
reinstatement, and the court finds that the sal@ldvoromote the sustained maintenance of the
building as sound, affordable housing.



Sec. 21 Terms of sale

The receiver must recommend proposed terms otsdles court, which may include (1) sale on the
open market; (2) sale at a negotiated price tonpradit entity; (3) sale to an entity for the puseoof
conversion to condominium or cooperative ownershifh) approval of a majority of the tenants, and
provided that no tenant may be displaced as atrektile conversion; or (4) in the case of a one to
four unit building, sale to a household for thegmses of owner-occupancy.

Sec. 22 Approval of sale by the court

The court must hold a hearing on the proposed atighich the owner may petition for reinstatement
of its rights. No such petition shall be grantetesa the owner complies with the provisions of Q&c.
of the act. The court may authorize the receiveselbthe property free and clear of liens or other
encumbrances, with lienholders to receive the mdsef sale in order of priority set forth in S28.

Sec. 23 Distribution of proceeds of sale
The section establishes the priority order forrthstion of the proceeds of sale of any buildintdso
under the act.

Sec. 24 Petition by owner for termination of receigrship

The owner may petition at any time for terminatajrihe receivership and reinstatement of its rights
unless the court has established a minimum peapthé receivership to remain in effect, which may
not be more than one year. The court shall holdagihg on any such petition after receiving a repor
from the receiver with its recommendations for@cton the owner’s petition.

Sec. 25 Conditions of reinstatement of owner’s righ

The court may grant a petition for reinstatemeunt,rbust find that (a) the owner demonstrates that i
will carry out the remaining features of the reeeis plan within the time frame initially approvegt
the court; (b) the owner has paid or deposits tighcourt all funds required to meet the obligatioh
the receivership; (c) the owner agrees to assuhtegal obligations, including repayment of debt,
incurred by the receiver; (d) the owner has pdidhahicipal liens, as well as costs incurred by the
municipality in connection with the receivership) the owner posts a bond in an amount determined
to be reasonable by the court but not in exce89%f of the fair market value of the property, which
shall be forfeit in the event of future code viaast; and (f) the reinstatement is in the publieiest.
The court may waive the bond requirement for gamgse, and may set additional requirements as
conditions of reinstatement to protect the intere$the tenants and/or the neighborhood. If theeyw
has voluntarily conveyed the property to anothenemduring the receivership, the new owner is
subject to the same requirements. If a new ownetdieen title as a result of foreclosure or grdra o
deed in lieu of foreclosure, the new owner is nijact to the provisions of this section, but megks
to terminate the receivership as provided in Séc. 2

Sec. 26 Monitor; reinstatement of receivership

The court may require the receiver to remain ic@lafter reinstatement of the owner’s rights as a
monitor of the condition and management of thedang, and may require the owner to pay the
receiver a fee in that capacity. If the owner faslgomply with the conditions of reinstatemeng th
court may reinstate the receivership on petitioraby party in interest, and forfeit the owner’s don

Sec. 27 Termination of receivership

The court may terminate the receivership on reqofestparty in interest if it finds that any of the
following conditions apply: (a) the conditions haween corrected and the purposes of the receiyershi
fulfilled; (b) a mortgagee or lienholder has petited for termination, and provide assurances that i
will carry out the purposes of the receivership;a@ew entity has taken title to the building assult

of foreclosure or grant of a deed in lieu of fooetlre, and provides assurances that it will cankytiee



purposes of the receivership; (d) the buildingsn sold and the proceeds distributed as prowded
the act; (e) the receiver has been unable to carrthe plan, or otherwise cannot carry out the
purposes of the receivership. In all cases, thet¢t@s discretion to impose such conditions on the
entity taking control of the building to protecetinterests of the tenants and the neighborhood in
which the building is located.

Sec. 28 Creation of Preservation Loan Revolving Fuh

The Department of Community Affairs is instructedset aside up to $4 million per year to estaldish
fund from which grants and loans can be made teivers acting under the provisions of this bhill. $1
million from the first $4 million set aside for thpurpose is to be used to make grants to nonprofit
entities to build their capacity to act as recesvaes well as carry out other property management
activities that will further the preservation of@flable housing.

Sec. 29 Removal of concurrent jurisdiction of housig court
Concurrent jurisdiction of municipal housing cotatappoint receivers is removed.

Sec. 30 Amendments to Balanced Housing Program

The Balanced Housing Program statute is amendprbtade the Program with clear authority to
make grants and loans to receivers, as well asotode that the Department of Community Affairs
shall not require income certification of tenantsleed restrictions regarding low and moderate
income occupancy as a condition of providing BHRJ&Ifor moderate rehabilitation of multifamily
rental buildings where the project (1) contain®oB@ewer units, and (2) is located in a Censud irac
which the median household income is 60% or leskeofirea median income.

Sec. 31 Registration of entities qualified to be oeivers

The Department of Community Affairs is directecatiopt rules and regulations to register qualified
entities and to adopt rules and regulations estaibly minimum levels of insurance coverage for
buildings in receivership, and governing suretydsofor receivers.

Sec. 32 Repeal of statutes
C.2A:42-79 through 84 and C.40:48-2.12h througl2l2ate repealed.

Sec. 33 Effective date

Except for Sec. 31 regarding the adoption of rales regulations by the Department of
Community Affairs, which is effective immediatetpe act becomes effective 180 days after
enactment, in July 2004.



