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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

conpl y.

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:
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(1) Many citizens of this Conmonweal th are adversely
affected by blighted residential property, those residing in
dwel ling units located in buildings that fail to neet
muni ci pal buil di ng and housi ng codes for public safety and
sanitation and those who live in proximty to such occupied

substandard buil dings as well as vacant residenti al
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bui | di ngs.

(2) Substandard housing units are unsafe. In addition,
tenants often pay rents disproportionate to the value of the
housi ng accommodati ons and services recei ved. Substandard,
deteriorating residential structures whether occupied or
vacant are a public safety threat and nui sance, and their
bl i ghting effect dimnishes property values in the
nei ghbor hoods in which these properties are | ocated.

(3) If these buildings are not rehabilitated and brought
into code conpliance, they are likely to be abandoned,
resulting in increased costs to the Conmonweal t h,
muni ci pal ity and taxpayers to secure and ultimtely denolish
t hese bui |l di ngs.

(4) If it becomes necessary to ultimtely abandon a
bui l di ng, existing tenants will be displaced, disrupting
lives and adding to the affordable housing problens of the
muni ci pality and the Comonweal t h. Many di spl aced tenants may
becone honel ess.

(5) As a result of the aforenentioned, the General
Assenbly declares that, if the owner of a residential
bui l di ng that has been declared to be a public nuisance or is
in violation of nunicipal and housing code requirenents fails
to correct such code violations, it is in the best interests
of the Commonweal th, the nunicipality, the nei ghborhood and
the tenants for the court, pursuant to the provisions of this
act, to appoint a receiver only to make the necessary
i nprovenents to bring the building into code conpliance
before the building deteriorates further and necessitates
abandonnment and denolition, resulting in the displacenent of

the existing tenants occupyi ng the building and/or renoval of
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the building fromthe housing supply.
Section 3. Definitions.

The foll ow ng words and phrases when used in this act shal
have the neanings given to themin this section unless the
context clearly indicates otherw se:

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

"Conpetent entity."” Any person or entity with experience in
t he operation and mai ntenance of residential buildings.

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

"Municipality.” Any city of the first, second, second cl ass
A or third class, any incorporated town, 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.

"Owner." The holder or holders of title to a residenti al

bui | di ng.

"Parties in interest. Parties in interest shall be those
persons or entities who have a direct and i medi ate interest in
a residential building, including:
(1) The owner
(2) Any individuals, associations and corporations who
have interests of record in the residential building or who
are in actual possession thereof or who collect or receive
rents payabl e for housi ng accommobdati ons therein.
(3) Any tenants living in the building pursuant to a
| ease.

(4) Any nortgage |ienhol ders and other secured creditors

of the owner.
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(5) A nonprofit corporation carrying out conmunity
devel opnent activities within the nunicipality where the
residential building is |ocated.

(6) A nunicipality in which the residential building is
| ocat ed.

"Party." The owner, all petitioners and any party in
interest that has intervened in the receivership proceedi ng.

"Public nuisance.” A condition at or with respect to a
residential building that is dangerous to the health, safety or
wel fare of the residents of the neighborhood in which the
residential building is |ocated; or which unlawfully obstructs
or unreasonably interferes with the public rights; or which has
been declared to be a public nuisance under applicable | ocal
or di nance.

"Residential building.” Any building or structure and the
| and appurtenant thereto containing one or nore dwelling units.
Section 4. Petition for receiver.

(a) Petitioner.--A petition for the appointnment of a
receiver to take possession and to assune the operation,
i mprovenent and mai ntenance of a residential building may be
filed by a party in interest.

(b) Gounds.--1f a petition is filed under subsection (a),
the court nmay grant appropriate relief if:

(1) (i) the building is currently in violation of any

muni ci pal buil ding or housing code requirenents and the

violation or violations have persisted, unabated, for at
| east 90 days;

(ii) the building has been declared a public
nui sance by the nunicipality; or

(ti1) the safety, health or welfare of the tenants
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or adjoining property owners is in inmediate jeopardy.

(2) The code violations or nuisance or unsafe conditions
are not likely to be abated in accordance with | aw unless a
receiver is appointed by the court.

(3) The appointnent of a receiver is in the best
i nterest of the public.

(c) Contents.--The petition submtted to the court shal
i nclude a concise statenment of the grounds for relief and, to
the extent available, to the petitioner:

(1) A copy of any citation or citations charging the
owner with being in violation of municipal building code
requi renents or declaring the residential building to be a
publ i ¢ nui sance.

(2) A recommendation of the receiver to be appointed.

(3) The proposed receiver's prelimnary plan with
initial cost estimates for inprovenent of the residential
bui | di ng and conpliance with all municipal codes.

(d) Verification.--The petition shall be verified by a
petitioner.

(e) Notification of owner.--The petitioner shall notify the
current owner of the property by registered or certified mail to
the | ast known address of the owner imrediately upon filing the
petition with the court and publish a notice in a newspaper of
general circulation within one week of filing the petition. Wth
regard to occupi ed properties, unless tenants have been provi ded
with witten notice to the contrary, the nost recent address to
which tenants were directed to send or deliver rent shall be
consi dered an adequate address for this notice.

(f) Mrtgagees and |ienhol ders.--Upon scheduling of a

hearing on the petition, the petitioner shall mail al
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nort gagees and |ienhol ders of record, as of the day that the
petition was filed, a copy of the petition, together with notice
of the hearing. Wthin seven days after the scheduling of this
hearing, the petitioner shall file with the court a certificate
of service verifying conpliance with this requirenent.

Section 5. Appointnment of receiver.

(a) Court action.--The court shall act upon any petition
submtted by holding a hearing within 30 days of receipt of the
petition and rendering a decision no |later than 30 days after
conpl eti on of the hearing.

(b) Intervention.--Subject to the court's discretion, any
party in interest may intervene in the proceeding and be heard
with respect to the petition, the requested relief or any other
matter which may conme before the court in connection with the
pr oceedi ngs.

(c) Hearing.--At the hearing, any party in interest will be
permtted to present evidence to support or contest the
petition.

(d) Appointnment.--1f the court determ nes after hearing that
the grounds for relief set forth in section 4(b)(1) through (3)
have been established, the court nmay appoint a receiver and
grant such other relief as nay be just and appropriate. If the
court appoints a receiver, the court may appoint a nonprofit
corporation or other conpetent entity. In appointing a receiver,
the court shall consider any recomendati ons contained in the
petition or otherw se presented by a party in interest.

(e) Conditional relief.--1f the court finds after hearing
that the grounds for relief set forth in section 4(b)(1) through
(3) have been established, but the owner represents that the

vi ol ations or nui sance or energency condition will be abated in
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a reasonabl e period, the court may, but shall not be obligated
to, enter an order providing that in the event that the

vi ol ati ons or nui sance or energency condition is not abated by a
specific date or that other specified renedial activities have
not occurred by a specific date or dates, then an order granting
the relief set forth in the petition will be entered. The court
may al so require the owner to post a bond in the amount of the
repair costs estimated in the petition, as a condition to
retai ni ng possession of the residential building.

(f) Hearing on receiver's plan for abatenent.--Wthin 30 to
60 days, the court shall set a date for hearing on the
receiver's plan for abatenent.

(g) Bond or surety.--Upon appoi ntnment, the receiver shal
furnish the court a bond or such other surety or insurance as
the court deens sufficient in the circunstances of the case.

(h) I'nmedi ate possession.--The receiver shall take
possessi on of the residential building and other property
subject to the receivership pronptly after posting of the
requi red bond or surety and shall imedi ately be authorized to
exercise all powers del egated by this act.

(1) Renoval by court.--Any receiver appointed may be renoved
by the court at any tine upon the request of the receiver or
upon a showing by a party in interest that the receiver is not
carrying out its responsibilities under this act.

(j) Injunction.--Neither the filing of a petition under
section 4(a) nor the appointnent of a receiver under subsection
(d) shall stay the filing or continuation of any action to
forecl ose a nortgage or lien on the residential building or to
sell the property for delinquent taxes or unpaid munici pal

clainms, provided that nothing contained in this act shal
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1 prevent the court in which the petition is filed, after notice
2 and hearing, fromenjoining any such action if it determ nes

3 that the interest of the nortgagee or lienholder in the

4 residential building is adequately protected during the period
5 the injunction is in effect. In the event that the residential
6 building is sold through a nortgage foreclosure or tax sale

7 while a receiver is in possession, the property shall remain

8 subject to the receivership, and the receiver shall remain in
9 possession unless and until discharged under section 9.

10 Section 6. Powers and duties of receiver.

11 (a) Full powers and duties.--The receiver shall have all the
12 powers granted to a receiver in connection with the foreclosure
13 of a nortgage on real property under the laws of this

14 Commonweal th, and all other powers and duties necessary or

15 desirable, fromtine to time, for the efficient operation,

16 nmanagenent and the inprovenment of the residential building in
17 order to bring it into conpliance with all runicipal building
18 and housing code requirenents and to fulfill the receiver's

19 responsibilities under this act. Such powers and duties shal
20 include the power to:
21 (1) Take possession and control of the residential
22 bui | di ng, appurtenant |and and any personal property of the
23 owner used with respect to the residential building,
24 i ncl udi ng any bank or operating account for the residential
25 bui | di ng.
26 (2) Collect rents and outstandi ng accounts receivable.
27 (3) Pursue all clains or causes of action of the owner
28 with respect to the residential building and all other
29 property subject to the receivership.
30 (4) Contract for the repair and nai ntenance of the
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residential building, which contracts need not be subject to
any advertisenment or bidding requirenents, but which shall be
filed with the court. If the court takes no action with
respect to the contract within 60 days the contract shall be
deened approved. These contracts may include contracts or
agreenents with tenants and nenbers of the receiver

organi zation, provided that all such contracts or agreenents
be appropriately docunmented and included in the receiver's
expenses and i nprovenents under other provisions of this act.

(5) Borrow noney and incur credit in accordance wth
section 7.

(6) Contract and pay for the maintenance and/ or
restoration of utilities to the residential building.

(7) Purchase materials, goods and supplies to acconplish
repairs and operate the residential building.

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

(9) Enter into newrental contracts and | eases for a
period not to exceed one year.

(10) Affirm renew or enter contracts providing for
i nsurance coverage on the residential building.

(11) Engage and, subject to court approval, pay |egal,
accounting, appraisal and other professionals to aid the
receiver in the conduct of the receivership.

(12) Ej ect or commence eviction proceedi ngs agai nst
tenants where necessary and prudent, even if the owner was
del i nquent in taxes or nunicipal clainms, or the dwelling was
unfit for human habitation, at the time of the receivership.

(13) Sell the residential building in accordance with

section 8.
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(14) Exercise all authority that an owner of the
residential building would have to operate, nmanage, inprove
and ot herw se deal with the residential building.

(b) Affirmative duty.--Wile in possession of the
residential building, the receiver shall have the affirmative
duty to:

(1) Maintain, safeguard and insure the residential
bui | di ng.

(2) Apply all revenue generated fromthe residential
bui l di ng consistent with the provisions of this act.

(3) Develop the plan for the abatenment of the conditions
whi ch caused the petition to be granted referred to in
section 5(f) or, if no such feasible plan can be devel oped,
to devel op alternatives, including the closing, sealing or
denolition of all or part of the residential building.

(4) Inplenment the plan referred to in paragraph (3) upon
approval by the court.

(5) Submt a status report to the court and parties in
interest every three nonths. This report shall include:

(i) A copy of any contract entered into by the
recei ver regarding the inprovenent of the residential
bui | di ng.

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

(ti1) An account of the disposition of all revenue
generated fromthe residential building.

(iv) An account of all expenses and inprovenents.

(v) The status of devel oping and/or inplenenting a
pl an pursuant to paragraph (3).

(vi) A description of any proposed actions to be
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taken in the next six nonths to inprove the residential
bui | di ng.

(c) Submi ssion of plan.--The plan referred to in subsection
(b)(3) shall be submitted to the court and all parties in
interest. After notice and an opportunity for a hearing, the
court may amend the plan.

(d) Accounting.--Upon the inplenentation of the plan
approved by the court, the receiver shall file with the court a
full accounting of all income and expenditures during the period
of tinme it took to inplenment the plan.

Section 7. Incurring indebtedness.

(a) Borrowing.--Fromtinme to tinme the receiver may borrow
nmoney or incur indebtedness in order to preserve, insure, nanage
or operate the residential building or to otherwise fulfill the
receiver's obligations under this act.

(b) Liens.--Wth the approval of the court, after notice and
heari ng, the receiver nmay secure the paynent of any borrow ng or
i ncurrence of indebtedness under subsection (a) by a lien or
security interest in the residential building or the other
assets of the receivership. If the borrowing or incurrence of
i ndebt edness is for the safeguarding, insurance, repair or
i mprovenent of the residential building to bring the building
into code conpliance, with the exception of the first lien
position held by the nortgagor, subject to the provisions of
subsection (c), the court may authorize the receiver to grant a
lien or security interest with priority over all other |iens or
nort gages, including, if approved by the municipality, municipal
liens and clains. No such lien shall be effective unless
recorded in the recorder of deeds office for the county in which

the residential building is |ocated.
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(c) Reduction in the amount of first |ien; nortgagor.--The
court may approve a reduction in the anount of the first lien
where sane is held by a nortgagor under the follow ng terns and
condi ti ons:

(1) The receiver shall have an independent apprai sal
made of the property's market value, by a certified real
estate apprai ser of that type property, who has been
certified pursuant to the act of July 10, 1990 (P.L. 404,

No. 98), known as the Real Estate Appraisers Certification

Act, subject to the approval of the certified real estate

apprai ser by the court.

(2) |If the appraised value is |ess than the anount of
the first lien held by the nortgagor, the anount of the first
lien shall be reduced to reflect the property val ue as
determ ned by the appraisal.

(d) Omner obligations.--Nothing in this section shall be
deened to relieve the owner of the residential building 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
recei ver suspend any obligation the owner or any other person
may have for paynent of taxes, any operating or maintenance
expense, nortgages or liens or repair of the prem ses.

Section 8. Sale of residential building.

(a) Sale.--Upon application of the receiver, the court may
order the sale of the residential building if the court finds
t hat :

(1) notice was given to each record owner of the
residential building and each |ienhol der of record,;

(2) the receiver has been in control of the residential

building for nore than one year and the owner has not
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successfully petitioned to termi nate the receivershi p under
section 9; and

(3) the sale would be in the best interests of the
parties.

(b) Sale free and clear.--In connection with the sale, the
court may authorize the receiver to sell the residential
building free and clear of l|liens, clains and encunbrances, in
whi ch event, all such liens, clains and encunbrances shall be
transferred to the proceeds of sale with the same priority as
exi sted prior to resale in accordance with subsection (c).

(c) Distribution.--The court shall confirmthe sale and
shall order a distribution of the proceeds of the sale, after
payi ng court costs, in accordance with the following priorities
to:

(1) The costs and expenses of sale.
(2) (i) Repay principal and interest on any borrow ng
or incurrence of indebtedness granted priority over
existing liens and security interest under section 7(b);
and

(i1i) any fees and expenses of the receiver in
connection with the sale or the safeguarding, insurance,
repair or inprovenment of the residential building.
(3) Valid liens and security interests in accordance

with their priority.

(4) Any costs and expenses of the receiver not covered

in paragraphs (1), (2) and (3).

(5) Reinburse expenses and inprovenents, planning costs,
attorney fees, expert witness costs and inspection fees and
costs incurred by the tenants, affected property owners or

nonprofit organi zations in petitioning the court to place the
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1 property in receivership.

2 (6) Any unpaid obligations of the receivership.

3 (7) The owner

4 Section 9. Termnation of receivership.

5 Upon request of a party in interest or the receiver, the
6 court may order the term nation of the receivership if it

7 determ nes:

8 (1) the conditions that were the grounds for the

9 petition and all other code violations have been abated or

10 corrected, the obligations, expenses and inprovenents of the
11 receivership, including all fees and expenses of the

12 recei ver, have been fully paid or provided for and the

13 pur poses of the receivership have been fulfilled;

14 (2) the owner, nortgagee or |ienhol der has requested the
15 recei vership be term nated and has provi ded adequate

16 assurances to the court that the conditions that constituted
17 grounds for the petition will be pronptly abated, al

18 obl i gati ons, expenses and inprovenents of the receivershinp,
19 including all fees and expenses of the receiver, have been
20 fully paid or provided for and the purposes of the

21 recei vership have been fulfill ed;

22 (3) the residential building has been sold and the

23 proceeds distributed in accordance with section 8(c); or

24 (4) the receiver has been unable after diligent effort
25 to present a plan that could be approved under section

26 6(b)(3) or inplenent a previously approved plan or, for any
27 reason, the purposes of the receivership cannot be fulfill ed.

28 Section 10. Sequestration.
29 A nmunicipality may seek the appointnent of a sequestrator in
30 the event that an owner has outstandi ng and unpai d muni ci pal
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clainms, including, without Iimtation, clains arising from code
vi ol ations, unpaid water, sewer or gas bills or denolition
liens, in the sane manner and with the sanme effect as if the
owner were delinquent in the paynent of taxes. The renedy
provided in this section shall be in addition to any other
remedi es or powers provided by |aw.

Secti on 20. Ef fecti ve date.
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This act shall take effect in 90 days.
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