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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2523 %%

| NTRODUCED BY REI NARD, FI CHTER, STABACK, CARONE, PETRONE, COY,
GODSHALL, ARGALL, MARSI CO, E. Z. TAYLOR, PIPPY, LEH, DEMPSEY,
ROBI NSQN, CAPPABI ANCA, HENNESSEY, READSHAW OLASZ, WOGAN,
WALKO, HARHAI, ORI E, WOINAROCSKI, RAMOS AND MAHER,
APRI L 22, 1998

REFERRED TO COWM TTEE ON JUDI Cl ARY, APRIL 22, 1998
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AN ACT
Provi ding for court-appointed receivers to bring residenti al
bui | di ngs into munici pal code conpliance when owners fail to
do so.
The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Section 1. Short title.
This act shall be known and may be cited as the Blighted
Property Receivership Act.
Section 2. Legislative declaration and findings.
The CGeneral Assenbly finds and declares as foll ows:

(1) Many citizens of this Conmonwealth are required to
reside in dwelling units located in buildings which fail to
meet nmuni ci pal buil ding and housing codes for public safety
and sanitation. In addition, they are also conpelled to pay
rents di sproportionate to the value of the housing

acconmpdat i ons and servi ces received.

(2) The buildings in which these rental housing units
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are |l ocated, when left to further deteriorate, are not only
unsafe for occupants but also create a blighting effect on
adj acent property and the nei ghborhood in general, robbing
property owners in the nei ghborhood of the equity in their
property.

(3) If not rehabilitated and brought into code
conpliance, these buildings will ultimtely have to be
abandoned, resulting in increased costs to the Conmonweal t h,
muni ci pality and taxpayers to board up and ultimtely
denol i sh these buil di ngs.

(4) If it becomes necessary to ultimtely abandon a
bui l ding, existing tenants will be displaced, disrupting
lives and adding to the affordable housing problens of the
muni ci pality and the Commonweal th, as many displ aced tenants
may becone honel ess.

(5) As a result of the aforenentioned, the General
Assenbly declares that if the owner of a residential building
t hat has been declared to be a public nuisance or is in
vi ol ati on of nunicipal building and housi ng code requirenents
fails to correct such code violations, it is in the best
interests of the Commonweal th, the municipality and the
tenants for the court, pursuant to the provisions of this
act, to appoint a receiver to make the necessary inprovenents
to bring the building into code conpliance before the
buil ding deteriorates further and necessitates abandonnent
and denolition, resulting in the displacenent of the existing

tenants occupyi ng the buil di ng.

Section 3. Definitions.

The foll ow ng words and phrases when used in this act shal

30 have the nmeanings given to themin this section unless the
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context clearly indicates otherw se:

"Code." Any building, housing, property maintenance, fire or
ot her public safety ordi nance enacted by a nunicipality.

"Conpetent person.” Any person with general experience in
t he operation and mai ntenance of nultifamly rental properties.

"Court." The appropriate court of comon pl eas.

"Municipality.” Any city of the first, second, second cl ass
A or third class, any township of the first or second class and
any borough.

“"Nonprofit corporation.” Any nonprofit corporation organized
for the purpose of initiating conmunity devel opment activities,

i ncl udi ng housi ng.

"Omer." The holder or holders of the title in fee sinple.

"Parties in interest.” Al individuals, associations and
corporations who have interests of record in a nultifamly
dwel I'ing and who are in actual possession thereof and any person
authorized to receive rents payabl e for housi ng accommodati ons
inanmltifamly apartnent buil ding.

"Residential building.” Includes any building or structure
and | and appurtenant thereto containing one or nore apartnents.
Section 4. Petition for receiver.

(a) Requirenents.--Any municipality, nonprofit corporation
or group of tenants representing at |east 51% of the occupied
units in a residential building may petition the court for the
appoi ntment of a receiver to assunme the operation and
mai nt enance of the building if:

(1) (i) all or a portion of the building is currently
occupi ed by tenants; and
(i1i) the building is currently in violation of any

muni ci pal buil ding or housing code requirenents and the
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1 violation or violations have persisted, unabated, for at
2 | east 90 days since the initial charge; and/or

3 (2) the building has been declared a public nuisance by
4 the nmunicipality.

5 (b) Contents.--The petition submtted to the court shal

6 include:

7 (1) A copy of the original citation charging the

8 property owner with being in violation of nunicipal building
9 codes requirenments or declaring the property to be a public
10 nui sance.

11 (2) Evidence that would indicate that the code

12 violations or nuisance will not voluntarily be abated unl ess
13 a receiver is appointed by the court.

14 (3) Evidence that show the appointnent of a receiver is
15 in the best interest of the tenants, municipality and the

16 surroundi ng nei ghbor hood.

17 (4) Evidence that would indicate that not appointing a
18 receiver to rehabilitate the structure may result in the

19 further deterioration of the building, the |loss of equity by
20 owners of adjacent property as a result of the blighting
21 effect the building will have on the neighborhood in its
22 present condition and the potential |oss of existing rental
23 units and the need to relocate tenants as the buil ding
24 further deteriorates.
25 (5) The estimated cost of bringing the property into
26 conpliance with all municipal codes.
27 (6) Reconmendations as to who the court shoul d appoi nt
28 as the receiver. A petitioner may reconmend a specific
29 nonprofit corporation or specific person capabl e of managi ng
30 the property and rehabilitating it.
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(c) Notification of property owner.--The petitioner shal
notify the current property owner of the petition by certified
mai | i medi ately upon submtting the petition to the court.

(d) Mrtgagees and |ienhol ders.--Upon recei pt of service of
any petition in which the appointnment of a receiver is sought,
the owner of the property shall provide to the court within
seven days a witten list of all nortgagees and |ienhol ders of
record. At |east seven days prior to any hearing in any such
proceedi ng, the petitioner shall send by certified or registered
mail a copy of the petition to all nortgagees and |ienhol ders
included in the ower's list, as well as to all other nortgagees
and |ienhol ders of which the petitioner nay be aware and shal
notify themof the time and place of the hearing.

Section 5. Appointnment of receiver.

(a) Court action.--The court shall act upon any petition
subm tted by holding a hearing within 60 days of receipt of the
petition.

(b) Hearing.--At the hearing, the property owner will be
permtted to present evidence as to the property owner's ability
to bring the property into conpliance with all municipal codes.
If the court determ nes the property owner has the ability to
bring the property into code conpliance, possession of the
property may remain with the current property owner. |If
possession remains with the current property owner, abatenent of
all code violations nmust conmence within 30 days. The court nmay
require the property owner to post a bond in the amount of the
repair costs estimated in the petition, as a condition to
retai ni ng possessi on of the property.

(c) Appointnment.--1f the court determ nes that the code

violations are not likely to be abated in a tinely fashion
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wi t hout the appointnent of a receiver and believes the
appoi ntnment of a receiver is in the best interests of the
tenants, the court shall appoint a receiver for the property.

(d) Nonprofit corporation.--If the court appoints a
receiver, the court shall appoint a conpetent nonprofit
corporation as receiver or a conpetent person in the absence of
a qualified nonprofit corporation. The court shall consider any
recommendati ons contained in the petition in appointing a
receiver.

(e) Immedi ate possession.--The receiver shall take
possessi on upon appoi ntment and i nmedi ately be authorized to
exercise all powers del egated by this act.

(f) Renoval by court.--Any receiver appointed may be renoved
by the court upon a showing that the receiver is not diligently
carrying out the work necessary to bring the property into code
conpliance or that it is in the best interest of any tenants
residing in the property to renove the appointed receiver.

(g) Bond or surety.--No receiver shall be appointed until
the receiver furnishes a bond or such other surety and provides
proof of such liability insurance as the court deens sufficient
in the circunstances of the case.

Section 6. Powers and duties of receiver.

(a) Full powers and duties.--The receiver shall have all the
powers and duties accorded a receiver foreclosing a nortgage on
real property, including receiving a fee for sane, and all other
powers and duties deenmed necessary by the court for the
ef fici ent managenent of the property and for the inprovenent of
the property in order to bring it into full conpliance with al
muni ci pal buil di ng and housi ng code requirenments. Such powers

and duties shall include, but are not necessarily limted to:
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(1) Taking control of the property.

(2) Collecting rents due on the property.

(3) Contracting for the repair and mai ntenance of the
property, which contracts entered into by the receiver shal
not be subject to any advertisenent or bidding requirenents.

(4) Borrow ng noney, where necessary, to nake
i nprovenents to the property to bring it into conpliance with
muni ci pal buil di ng and housi ng code requirenents.

(5) WMaking paynments necessary for the mai ntenance and or
restoration of utilities to the property.

(6) Purchasing materials necessary to acconplish
repairs.

(7) Renewing existing rental contracts and | eases for a
period not to exceed one year.

(8) Entering into new rental contracts and | eases.

(9) Affirmng, renewing or entering into a new contract
provi ding for insurance coverage on the property.

(10) Ganting security interests in the property where
necessary to fund the inprovenent of the property.

(11) Commencing eviction proceedi ngs agai nst tenants
wher e necessary and prudent.

(12) Exercising all other authority that an owner of the
property would have related to the prudent managenent and
i nprovenent of the property.

(b) Affirmative duty.--Wile in possession of the property,

the receiver shall have the affirmative duty to:

(1) Mintain and inprove the property in the best
interests of the current property owner and tenants.
(2) Apply all revenue generated fromthe property

consistent with the provisions of this act.
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1 (3) Submit a status report to the court and the

2 muni ci pality every six nonths. The report shall i nclude:

3 (i) A copy of any contract entered into by the

4 recei ver regarding the inprovenent of the property.

5 (i) A description of any action taken with regard
6 to any tenant or |ease.

7 (ti1) An account of the disposition of all revenue
8 generated fromthe property.

9 (iv) An account of all expenses.

10 (v) A description of any proposed actions to be

11 taken in the next six nmonths to inprove the property.

12 (c) Accounting.--Upon the conpletion of the restoration of
13 the property to nunicipal building and housi ng code standards,
14 the receiver shall file with the court a full accounting of al
15 income and expenditures during the period of tine it took to

16 restore the property to nunicipal building and housing code

17 standards:

18 (1) if the incone exceeds the expense of rehabilitation,
19 the rehabilitated property shall be restored to the owners
20 al ong with any net incone; or
21 (2) if expenses exceed the inconme received during the
22 recei vership, the receiver shall maintain control of the
23 property until the tinme all rehabilitation and mai ntenance
24 expenditures are recovered or until the court transfers title
25 to the property to a new owner
26 (d) Omer's rights.--During the time the property is in the

27 receiver's possession, the property owner shall have the right
28 to challenge any action taken by the receiver in nmaintaining and
29 inproving the property. The chall enge nust be nmade to the court
30 and allege that the challenged action is not in the best
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interest of either the property owner or the tenants. The court
shall rule on the challenge within 30 days of receipt. In
considering the challenge, the court shall assune the action of
the receiver to be a reasonabl e exercise of authority, and the
burden of rebutting this presunption shall be on the property
owner. If the court determi nes that the chall enged action was
unr easonabl e, the receiver shall be enjoined from proceedi ng
with the action and nust use revenue generated by the property
to correct any damage resulting fromthe chall enged action. The
receiver may continue to exercise the full authority granted by
this act after the challenge is nade and while the challenge is
bei ng considered by the court.

Section 7. Priority of liens.

(a) Lien established.--1n order to secure paynent of any
costs incurred and repaynent of any |oans for the repair,
operation, mai ntenance or managenent of the property, the
receiver shall have a lien with priority over all other liens or
nort gages, including, if approved by the governing body,
muni ci pal liens, generally, as well as municipal tax |liens, and
such lien priority nmay be assigned to | enders for the purpose of
securing loans for the repair, operation, maintenance or
managenent of the property. No such lien shall be effective
unl ess recorded in the recorder of deeds office for the county
in which the property is |ocated.

(b) Omer obligations.--Nothing in this section shall be
deened to relieve the owner of the property of any civil or
crimnal liability or any duty inposed by reason of acts or
om ssions of the owner nor shall the appointnment of a receiver
suspend any obligation the owner or any other person may have

for paynment of taxes, any operating or maintenance expense,
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nortgages or liens or repair of the prem ses.
Section 8. Sale of property.

(a) Sale.--The court nmay order the sale of the property if
the court finds that:

(1) Notice was given to each record owner of the
property and each |ienhol der of record.

(2) The receiver has been in control of the property for
nore than two years and no | egal owner has been identified
after a diligent search, or the receiver has been in control
of the property for nore than three years and an owner has
been identified but has failed to repay all rehabilitation
and nai ntenance costs of the receiver.

(3) No lienholder of record has intervened in the action
and offered to repay the costs of the receiver and assune
control of the property.

(b) Distribution.--The court shall confirmthe sale and
order a distribution of the proceeds of the sale in the
foll ow ng order:

(1) Court costs.

(2) Costs and expenses of the receiver.

(3) Vvalid liens.

After the proceeds are distributed, the court shall award fee
title to the purchaser subject to any recorded bona fide |liens
that were not paid by the proceeds of the sale.

Section 9. Effective date.

This act shall take effect in 90 days.
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