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A Message from the
Outgoing Section Chair

The end of my term as Chair of
the Real Property Law Section has
arrived and, as my predecessors
have done, I can finally take the time
to reflect on the past year, as well as
the preceding ten years I have
served on the Executive Committee.
The undeniable conclusion I reach is
that I have been truly fortunate both
professionally and personally to
have been involved with the Section
governing body.

James Grossman

Remembering the first Executive Committee meeting I
attended after then Chair John Blyth asked me to serve as
Chair of the Condemnation, Certiorari & Real Estate Taxa-
tion Committee, I recall being astonished by the quality of
intellect and creativity of thought exhibited by the other
members of the Committee. I am confident that I was not
the first attorney to feel that silence would be the best pol-
icy to follow. Gradually, over the course of time, my natu-
ral tendency to have an opinion on most things forced me
to succumb to the urge to actively share my views with
these talented attorneys. On occasion, I would submit,
that I had a good idea, but more often than not, substan-
tive issues of real estate law raised would simply elicit
clear, although often complex, responses from the brilliant
men and women who choose to serve the Section. What
better way to grow as an attorney could exist? Yet, there
are many in the profession who fail to recognize the bene-
fits of participation in the Section and its activities.

Annual and summer meetings are an opportunity to
attend informative seminars and to mingle with peers and
share ideas regarding issues of common concern to

(continued on page 30)

A Message from the
Incoming Section Chair

At the outset I wish to express
my gratitude to the outgoing Chair,
Jim Grossman. Under Jim’s leader-
ship and take-charge style, the Real
Property Law Section was able to
persuade Governor Pataki to veto a
very unfriendly, unfair disclosure
bill. The Section was able to assist
the governor’s counsel and legisla-
ture in drafting a more evenhanded,
fairer disclosure bill with a $500
buy-out provision. Special thanks to
Karl Holtzschue, who led a task force in drafting and
negotiating a new disclosure bill. Others who participated
in this venture were Sam Tilton, Jim Grossman, Joshua
Stein, Matthew Leeds and 1st Vice-Chair John Privitera, as
well as yours truly.

Melvyn Mitzner
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A Message from the |nC0ming Section Chair (continued from page 29)

For the coming year, the goal of the Section is to
expand our activity in needed legislation and legislative
programs, as well as disseminate to our members the lat-
est developments in real estate practice for real property
attorneys. The area of legislation that needs to be promot-
ed is the development of a uniform recording process for
real property instruments on an electronic platform. The
proposed legislation would mandate a uniform document
format and a standard recording fee for each document
submitted for recording. The legislation will help the state
comply with the Uniform Electronic Transactions Act and
the E-Sign Act. Cooperation will be necessary for us to
work with the New York State Association of County
Clerks, as well as the New York State Land Title Associa-
tion and local bar associations. Other areas the Section
will need to do legislative work are in the rewriting of the
mortgage recording tax bill overhauling the statute and
utilizing a Declaration of Preservation of mortgage record-
ing tax in order to eliminate the proliferation of docu-
ments used in the mortgage recording process.

A Message from the Outgoing
Section Chair (continued from page 29)

lawyers dealing with all aspects of real estate law. They
also present the opportunity to meet individuals to net-
work with and to help direct attorneys onto the correct
track when novel questions arise.

Participation with the Section also allows attorneys to
express their views, in a meaningful way, regarding pro-
posed legislation and regulatory matters. The tumultuous
debate the Executive Committee had over the proposed
Property Condition Disclosure Act is just one example of
how a group of attorneys can reach consensus to try to
benefit both the legal community and the community at
large.

It would be impossible to list all of the members of
the Executive Committee who have helped me along the
way, but I would be remiss if I failed to take this opportu-
nity to thank John Blyth, Keith Osber, Mary McDonald,
Lorraine Tharp, Maureen Lamb, Bill Colavito and John
Hall for all their support over the years. Karl Holtzschue
and John Privitera also have performed admirably in their
work on the disclosure bill. I especially must mention the
friendship and prodding of Matt Leeds and Mel Mitzner,
who helped last year to be a memorable one for me.

I am confident that Mel will be an outstanding Chair
this year and I wish him well. I especially encourage all
members of the Section to participate actively in Section
activities to help him and the Section fulfill its mission as
a dynamic forum for discussion, advocacy and teaching.

James S. Grossman

We will endeavor in the coming year to attract young
attorneys in large, mid-size and small law firms to join the
Real Property Law Section, and for the firms to allow their
young attorneys to join. For too long, young real estate
practitioners have been alienated from the Section because
of their drive to succeed and their firm’s and the real
estate departments in their firms, detachment from the
New York State Bar Association.

The Section will work closely with the New York State
Bar Association staff in achieving our goals for the coming
year. In particular, a major lobbying effort will be neces-
sary to get the legislature to focus on the Marketable
Recording Act, the change in the Rule Against Perpetuities
to eliminate or limit its effects on real estate transactions.
Major effort must be commenced to draft legislation that
will enable developers to build rental units throughout
the state.

We intend to take another look at our bylaws and to
consider the effect of a three-area rotating system—
Upstate; New York City, Long Island and Westchester; and
the lower Hudson Valley—in electing officers. This may
enable more New York suburban practitioners to be active
in the Section and on the Executive Committee, as well as
more being elected officers. Committees that will be more
active this year will be: the Committee on Low Income &
Affordable Housing, co-chaired by Jerry Hirschen and
Brian Lawlor; the Task Force on Computerization & Tech-
nology, co-chaired by Michael Berey and Leonard Sienko;
the Committee on Legislation, co-chaired by Bob Hoffman
and Gary Litke; and the Committee on Membership,
chaired by Richard Fries. The Committee on the Unlawful
Practice of Law will now turn its attention to laymen prac-
ticing in the real property portion of the profession as
lawyers. This is especially true in the areas of Certiorari,
Real Estate Taxation and Landlord and Tenant proceed-
ings.

The Executive Committee will attempt to deal with
the issue of civility in law in the area of real property
practice. The common courtesy we expect from others in a
transaction should be utilized by us.

There is a need for inclusion of all types of diverse
practicing real estate attorneys in the Section. We will
attempt to get all real estate attorneys to join and be active
in the Section. Richard Fries will be working to bring
about inclusion. We invite all attorneys of every type to
join us.

In closing, I would again like to thank Jim Grossman
for his great leadership as the outgoing Chair, and hope
the coming year will be equally successful. There is much
on our plate for the new year.

Melvyn Mitzner
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Basics of Revised UCC Article 9

By Michael J. Berey

Article 9 of the Uniform Com-
mercial Code concerns “Secured
Transactions,” the granting of inter-
ests in personal property to secure
the repayment of indebtedness. The
Article sets forth rules governing the
attachment, perfection, and enforce-
ment of a lien, or a “security inter-
est,” in personal property.

A security interest in personal
property is realized only under Arti-
cle 9, with certain exceptions. A lien
on fixtures can be created either
under Article 9 or by the grant of a
lien in a real estate mortgage. Other
specific state laws govern certificates
of title to vehicles. Otherwise, a secu-
rity interest in personal property
falls under Article 9.

Personal property subject to an
Article 9 security interest can include
a debtor’s rights in collateral such as
accounts receivable, as-extracted col-
lateral (mineral rights at the well-
head), chattel paper, consumer
goods, deposit (bank) accounts, doc-
uments, equipment, farm products,
fixtures, health care insurance receiv-
ables, instruments, inventory, invest-
ment property, letters of credit, man-
ufactured homes, promissory notes,
timber to be cut, and (as regards to
everything else not specifically men-
tioned in Article 9) general intangi-
bles. In New York, a security interest
in a cooperative unit can only be
perfected by filing under the UCC.

A security interest is said to
“attach” to the collateral when it is
enforceable against the debtor. A
security interest becomes “perfected”
when the “attached” security interest
becomes enforceable against credi-
tors and transferees of the debtor,
and against a trustee in bankruptcy.
Perfection occurs, depending on the
type of collateral, when a financing
statement is properly filed or there is
possession or control over the collat-
eral. The emphasis of this article is

on the perfection of a security inter-
est by filing.

The Uniform Commercial Code,
including Article 9 on Secured Trans-
actions, is national, model legislation
drafted under the supervision of the
National Conference of Commission-
ers on Uniform State Laws and
adopted by the various states, with
modifications, to provide rules for
commercial transactions involving
personal property.

“In anticipation of
advances in technology,
... [the draftspersons] . . .
determined that the
revision would facilitate
the use of electronic
commerce in the filing of
financing statements and
the searching of the
records.”

About ten years ago, a task force
sponsored by the National Confer-
ence and the American Law Institute
began an effort to revise Article 9.
The intention of the draftspersons
was to arrive at a scheme that would
simplify the rules for the attachment,
perfection, priority and enforcement
of security interests. In anticipation
of advances in technology, they also
determined that the revision would
facilitate the use of electronic com-
merce in the filing of financing state-
ments and the searching of the
records.

Revised Article 9, in substantial-
ly similar form, has been enacted in
all 50 states, and in the District of
Columbia and the United States Vir-
gin Islands. It is also under consider-
ation in Puerto Rico. In New York it
was enacted as Chapter 84 of the
Laws of 2001. The uniform effective

date was July 1, 2001, excepting in
Alabama, Florida and Mississippi, in
which the effective date of the revi-
sion will be January 1, 2002, and in
Connecticut, in which the effective
date is October 1, 2001.

Revised Article 9 is expected to
simplify the procedure to file financ-
ing statements, at least after comple-
tion of the five-year transitional peri-
od in which existing filings must be
brought into compliance with the
new rules. Until the end of that peri-
od, one may consider the changes to
have made a confusing situation
even more complicated. Some of the
changes made by Revised Article 9
are set forth in the following discus-
sion.

First, no signature is required for
a financing statement. All that is nec-
essary is that the related security
(loan) agreement be “authenticated”
which does not require a signature.
For example, two parties negotiating
a loan to be secured by personal
property send e-mails to each other,
hammering out the terms of the
security agreement. Finally, both par-
ties agree to the terms. If that “agree-
ment,” although electronically con-
cluded, can be established, the
agreement has been authenticated.
Nothing further is required.

It does not follow, however, that
a financing statement must be
accepted by the filing office in elec-
tronic form. Although electronic
searching and filing is authorized
and even encouraged by Revised
Article 9, the New York State Depart-
ment of State’s “Standard Forms and
Procedures” for the filing of financ-
ing statements, set forth as Part 143
of Title 19 of the N.Y.C.R.R., present-
ly authorize the acceptance for filing
in that office of only written records.
County filing offices in New York, in
which financing statements as to real
estate-related collateral are to be
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filed, as noted below, may authorize
filing “in any additional medium.”
The “UCC Rules” are on the Internet
at http:/ /www.dos.state.ny.us/
corp/ucc9info.html.

Under Revised Article 9, the
state in which a financing statement
is to be filed is determined by the
location of the debtor, not the loca-
tion of the collateral, as is generally
the case under former Article 9. If
the debtor is an individual, the filing
is to be made in the state of the
debtor’s principal residence. For
debtors that are “Registered Organi-
zations,” such as corporations, limit-
ed partnerships, limited liability
companies, and Massachusetts Busi-
ness Trusts, filing is to take place in
the state of the entity’s organization.
For businesses that are not Regis-
tered Organizations and have only
one place of business, filing is
required to be made in the state in
which the business is conducted. If
the company is not a Registered
Organization and has more than one
place of business, filing is required in
the state in which the chief executive
office is located. Financing state-
ments against foreign entities are
required, with certain exceptions, to
be filed in the District of Columbia.
The local use of a trade name or the
fact that an entity has qualified to do
business in another jurisdiction are
irrelevant. Additional filings will be
necessary during the period in
which a financing statement is effec-
tive for it to remain in effect as to
third parties if there is a change in
the location of the debtor.

As a general rule, under Revised
Article 9 financing statements are
required to be filed in each state’s
Department of State; central filing
replaces the need to additionally file
in a local county clerk or register’s
office. The exceptions to this rule in
New York are financing statements
as to fixtures, timber to be cut and
as-extracted collateral, and security
interests in cooperative units.
Financing statements for these real
estate related types of collateral are

to be filed in the local, county office
in which a real estate mortgage
would be recorded.

The filing officer’s duties are to
be ministerial. They are directed, in
effect, to determine that only that the
minimum requirements for complet-
ing the financing statement have
been met and the filing fee has been
paid. They are not to consider
whether the information on the
financing statement is correct,
whether there is a valid security
interest, or whether the filing is oth-
erwise legally sufficient.

“Under Revised Article 9,
the state in which a
financing statement is to
be filed is determined by
the location of the debtor,
not the location of the
collateral, as is generally
the case under former
Article 9.”

There are now national forms.
There is a Financing Statement
(UCC1), a Financing Statement
Addendum (UCC1Ad), a Financing
Statement Amendment (UCC3), a
Financing Statement Amendment
Addendum (UCC3Ad), a Correction
Statement (UCC5), and an Informa-
tion Request (UCC11). Form UCC3
can be filed as a termination, contin-
uation, assignment or amendment.
New York’s Department of State has
indicated that the forms in use prior
to enactment of Revised Article 9
will not be accepted in this state.

With central filing and national
forms, no longer will one have the
pleasure of trying to locate for a
client on a national transaction the
forms of financing statements
required in each applicable jurisdic-
tion and then undertaking to file the
financing statements in some of the
approximately 4,300 filing offices
under the prior Article 9, many with
unique filing requirements.

These forms, with instructions,
can be downloaded from the Depart-
ment of State Web site at the Internet
address above noted.

Filing offices in New York are
generally required to maintain
financing statements in their records
on July 1, 2001 for seven years. For
timber to be cut, as-extracted collat-
eral, and fixtures covered by a
financing statement, and for financ-
ing statements generally after the
seven-year period expires, financing
statements are to be maintained in
the records of the filing office for one
year after they have, or would have,
absent the filing of a termination
statement, lapsed by reason of the
expiration of the period for which
they are effective, usually five years,
absent the filing of a continuation
statement.

It is imperative that a search of a
filing office’s records for filed financ-
ing statements report as a matter of
course even those financing state-
ments which have apparently lapsed
due to the passage of time and those
which have been terminated by the
filing of a termination statement. A
financing statement may have been
continued under Revised Article 9 by
a filing in a new, different filing
office, and there is no requirement
that there be filed in the former filing
office any notice that a related filing
is being made in a different filing
office. In addition, a debtor is
authorized under Revised Article 9
to file a termination statement if the
debtor believes that the filing is
wrongful or is no longer in effect. It
will be incumbent on a new secured
party to investigate the authority of
the debtor to file that termination.
Only authorized filings are effective.

Thus far, one might conclude,
this is pretty straightforward. Then
come the rules that govern the tran-
sition to Revised Article 9. This is
what makes it all very interesting!

Secured parties are required to
comply with the new filing require-
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ments of Revised Article 9 by June
30, 2006. They can do so by filing a
new “initial” financing statement in
the new filing office; by filing a
“true” continuation statement, con-
tinuing a filing for five years, in the
same office as the existing financing
statement if no change in the loca-
tion of the filing office is required
under Revised Article 9; or by filing
an “initial financing statement in lieu
of a continuation statement” in the
new filing office. An “in lieu” filing
continues the effectiveness of a filing
under former Article 9 in the “new”
filing office for a period of five years
from the date of the filing of the “in
lieu” statement. An “in lieu” can be
filed to continue multiple financing
statements between the same debtor
and secured party; it is effective even
when it was filed prior to the effec-
tive date of Revised Article 9.

An amendment to a filing under
the former Article 9 can be filed after
the effective date of Revised Article 9
in a “new” filing office only after fil-
ing of an “in lieu” financing state-

ment. A termination statement filed
after the effective date can be filed in
the prior filing office without first
transitioning into the “new” filing
office so long as an “in lieu” financ-
ing statement has not been filed. The
new forms must be used.

Lastly, a financing statement
filed under former Article 9 against
an interest in a cooperative unit,
which former Article 9 provided was
to remain in effect until it was termi-
nated, will only be effective until
June 30, 2006 unless a Cooperative
Addendum (UCCICAD) is filed in
connection with that financing state-
ment. The Cooperative Addendum
renders the financing statement
effective for 50 years. For a new
financing statement being filed
against an interest in a cooperative
unit, filing a Cooperative Addendum
with the Financing Statement makes
the filing effective for 50 years.

A financing statement as to a
cooperative unit filed without an
Addendum will be effective for only

five years, subject to continuation, as
is the case with most all other financ-
ing statements. This form, with
instructions, can also be downloaded
from the Department of State Web
site.

Although the five-year transi-
tional period will cause some degree
of difficulty and legitimate concern,
Revised Article 9 over the long term
will function to streamline the
method by which financing state-
ments are filed and the process of
searching for filed financing state-
ments in New York State and nation-
ally.

Michael J. Berey is Senior
Underwriting Counsel and Senior
Vice-President, First American Title
Insurance Company of New York.
Information on the Eagle 9™ UCC
Insurance Policy offered by the
First American Title Insurance
Company of New York is on the
Internet at http://www.firstam.com/
eagle9/main.html.

Struggling
with an
ETHICS ISSUE?

NYSBA CAN HELP!
E-mail: ethics@nysba.org

or fax your question to:
518-487-5694.

i
1111

NYSBA
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The New Cooperative Apartment Contract of Sale
By David L. Berkey and Ronald S. Kahn

.  Adoption of the New Form
of Cooperative Apartment
Contract of Sale

On April 27, 2001 the Executive
Committee of the New York State
Bar Association’s Real Property Law
Section approved the new form of
cooperative apartment contract of
sale. This form was prepared by a
Subcommittee of the Committee on
Cooperatives and Condominiums,
which was charged with the task of
updating the October, 1989 form
(Contract of Sale—Cooperative
Apartment, Blumberg form M 123)
that has been in use, unmodified, for
11 years. In addition to updating the
prior form to reflect changes in the
law, such as repeal of the Real Prop-
erty Gains Tax and the adoption of
new laws regarding disclosure and
remediation of lead-based paint, the
Subcommittee attempted to harmo-
nize the cooperative apartment con-
tract of sale with other forms in
widespread use for the sale of single
family homes (Residential Contract
of Sale—Blumberg form A 125) and
condominium units (Contract of
Sale—Condominium Unit—Blum-
berg form M 146).

This latter goal proved more
problematic, since the cooperative
sale process involves greater interac-
tion with a third party—the coopera-
tive’s board of directors—which has
a broad right to approve or disap-
prove a transaction, than does the
condominium unit sale (which usu-
ally only involves a condominium’s
waiver of a right of first refusal) or a
single family house sale. In addition,
the cooperative unit sale is in reality
the sale of shares of stock in the
apartment corporation and the
assignment and assumption of an
existing proprietary lease (or the
issuance of a new proprietary lease
to the purchaser). The cooperative
contract of sale has to deal with per-
sonal property concepts, such as cre-

ation, enforcement and discharge of
liens on personal property, as well as
real property concepts used in con-
nection with risk of loss rules and
liquidated damages. The hybrid
nature of cooperative apartment
ownership required extensive study,
discussion and revision of the old
form contract.

“The end product, the
new form of cooperative
apartment sale contract,
maintains the basic
structure of the earlier
form and strikes a balance
between sellers’ and
buyers’ needs.”

The end product, the new form
of cooperative apartment sale con-
tract, maintains the basic structure of
the earlier form and strikes a balance
between sellers” and buyers’ needs.
It will be printed on 8%2x11” paper
by Julius Blumberg, Inc in the near
future. Below, we discuss the major
changes incorporated in the new
contract. We also highlight areas
where sellers’ counsel and pur-
chasers’ counsel should pay particu-
lar attention to the specific needs of
their clients. It is anticipated that the
form will serve the needs of the vast
majority of transactions. However, as
every transaction is different, the
form should be read carefully and
modified by the addition of a rider if
the facts of the transaction require a
change from the form’s basic terms.

Il. Changes from the Earlier
Form

Major changes to the contract
are:

¢ The recognition of three
“financing” situations (para-
graph 1.20);

¢ Critical dates are measured
from the contract “Delivery
Date” (paragraph 1.22);

* The liquidated damages provi-
sions are strengthened to
counter judicial reluctance to
allow a purchaser to “forfeit”
his/her down payment when
risks that the purchaser
assumed prevent the purchas-
er from Closing (paragraphs
13 and 18.2);

* Some new Sellers” and Pur-
chasers’ representations have
been added (paragraphs 4.1
and 4.2);

* The unconditional consent of
the Apartment Corporation is
now required (paragraph 6);
and

* Removal of Judgments as well
as Liens is required (paragraph
15).

A. New Definitions—
"Personalty,” “Included
Interests” and “Contract
Delivery Date”

The new contract attempts to
define all terms and requires the par-
ties to complete all information in
paragraph 1, set forth on the first
page. The old form identified per-
sonal property included in or exclud-
ed from the sale in paragraph 3. The
new contract defines the term “Per-
sonalty” in paragraph 1.11 as the
personal property set forth therein.
Personal property excluded from the
sale is identified in paragraph 1.12.

In paragraph 1.13, the new con-
tract defines the new concept
“Included Interests” as any storage
unit, servant’s room or parking
space included in the sale, recogniz-
ing that the seller’s interests in these
items often are sold and transferred
together with the shares and lease.
The basic agreement to sell and pur-
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chase the Shares, Lease, Personalty
and any Included Interests is set
forth in paragraph 2 of the new con-
tract.

Another new definition is
“Delivery Date” (paragraph 1.22).
Now, important time periods, such
as the time within which to obtain a
mortgage commitment, are meas-
ured from the date when a fully exe-
cuted counterpart of the contract is
deemed given from Seller and
received by Purchaser (or their
respective attorneys, as the case may
be) pursuant to the contract’s notice
provisions (paragraph 17.3). It is
now incumbent upon the Seller (or
his attorney) to send the contract by
a measurable means such as courier
(e.g., Federal Express) or tracked
mail (e.g., Certified, Return Receipt
Requested).

B. Financing the Transaction
(With and Without a
Financing Contingency
Clause)

The financing provisions of the
contract have been substantially
modified, in recognition of the fact
that in a tight real estate market
many purchasers who seek financing
do not insist upon a financing con-
tingency clause in the contract.
Although the transaction has no
financing contingency, it is not an
“all cash” deal because the purchaser
often cannot close unless the loan
proceeds are received. Because the
purchaser is seeking financing, the
cooperative corporation usually will
not review the purchase application
until a loan commitment letter is
received and it will not approve the
transaction if the financing guide-
lines set forth by the cooperative are
not complied with.

The new contract, at paragraph
1.20, sets forth three types of financ-
ing situations (paragraph 1.20.1—
financing allowed and contract has
financing contingency; paragraph
1.20.2—financing allowed but pur-
chaser is at risk since contract has no
financing contingency, and para-

graph 1.20.3—no financing permit-
ted) and requires the parties to
delete the two provisions that do not
apply. The purchaser’s obligations
(set forth in the Financing Provisions
of paragraph 18) to apply diligently
and in good faith for his loan exist
whether or not the contract is contin-
gent upon financing.

“The financing provisions
of the contract have been
substantially modified, in
recognition of the fact
that in a tight real estate
market many purchasers
who seek financing do
not insist upon a financing
contingency clause in the
contract.”

The “Loan Commitment Date” is
defined in paragraph 1.21 as an
agreed number of days after the
“Delivery Date,” which is defined in
paragraph 1.22 as the date when a
fully executed counterpart of the
contract is deemed given to and
received by the purchaser in accor-
dance with the delivery provisions of
paragraph 17.3 (on the day delivered
by hand; on the business day follow-
ing the date sent by overnight deliv-
ery; on the 5th business day follow-
ing the date sent by certified or
registered mail; or as to the contract
only, on the 3rd business day follow-
ing the date of ordinary mailing).

The financing provisions have
been modernized. The definition of
“Institutional Lender” has been
broadened so that a purchaser may
apply for a loan to a mortgage
banker (new contract, paragraph
18.1.1). The committee determined
not to include mortgage brokers in
the definition of Institutional Lender,
however, the contract recognizes that
purchasers usually use a mortgage
broker to submit their applications to
permitted Institutional Lenders (new
contract, paragraph 18.2).

The definition of “Loan Commit-
ment Letter” (new contract, para-
graph 18.1.2) includes a commitment
letter that is conditioned on a satis-
factory appraisal once that condition
is met, and includes a commitment
letter that is conditioned on factors
personal to the purchaser, such as
the sale of his current home. A pur-
chaser that received such a loan
commitment letter accepts the risk
and cannot cancel the contract if
such a personal condition is not met.
Purchaser’s counsel would be wise
to review this provision carefully
with the purchaser. The purchaser is
required to provide the seller with a
copy of the loan commitment letter
promptly after receipt (new contract,
paragraph 18.2.4). If purchaser
obtains a written denial of the loan
application, then a copy must be
provided to seller together with pur-
chaser’s notice of cancellation of the
contract (new contract, paragraph
18.3.3).

A purchaser is only obligated to
apply to one Institutional Lender
(new contract, paragraph 18.2.5). If
the contract has a financing contin-
gency, the purchaser may cancel the
contract if a lender requirement
(other than one personal to purchas-
er) is not met, such as the failure of
the cooperative corporation to pro-
vide the lender with a recognition
agreement (new contract, paragraph
18.3.1.3).

The purchaser should obtain a
loan commitment that expires at
least 30 business days after the
scheduled Closing date, since the
purchaser may not object to an
adjournment of the scheduled Clos-
ing date of up to 30 business days on
the ground that the loan commit-
ment letter will expire during that
time period (new contract, para-
graph 18.3.1.4). If the seller or the
corporation attempts to adjourn the
Closing for more than 30 business
days and the purchaser cannot
obtain an extension of the loan com-
mitment letter without paying addi-
tional fees, then the purchaser may
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cancel the contract and recover non-
refundable financing and inspection
expenses, lien and title search
expenses and his down payment
from the seller (new contract, para-
graphs 18.3.1.6 and 16.3). The pur-
chaser is not permitted to cancel the
contract if the Institutional Lender
fails to fund the loan because of a
requirement personal to purchaser or
due to the expiration of the loan
commitment letter less than 30 busi-
ness days from the scheduled Clos-
ing date (new contract, paragraph
18.3.7). This provision was added to
the new contract to impress upon the
courts that the purchaser, not the
seller, bears the risk that the lender
will not fund the loan due to a per-
sonal issue pertaining to the pur-
chaser (i.e., loss of job, failure to sell
present residence).

C. Use of IOLA Accounts; Escrow
Notices and Liability for Loss
of Escrow

Paragraph 1.24 provides for the
contract deposit to be held in an
IOLA account, if the deposit is not to
bear interest, and in a non-IOLA
account if interest is to be earned on
the deposit. The party receiving the
interest is to pay any income tax due
thereon.

The escrow provisions, found in
paragraph 27, have been modified
slightly to require the escrowee to
give prompt notice to a party of any
demand received from the other
party; to permit the escrowee to act
pursuant to directions contained in a
joint notice of the parties; to release
the escrowee of all obligations and
liabilities upon disposition of the
contract deposit in accordance with
the escrow provisions; and to pro-
vide that the escrowee is not liable
for actions unless made in bad faith
or in willful disregard of the contract
or that constitute gross negligence. If
the contract deposit is lost or stolen,
the party whose attorney is escrowee
shall also be liable for the loss. If the
escrowee is the seller’s attorney, the
purchaser is to be credited with the

amount of the contract deposit at
Closing.

D. Seller and Purchaser
Representations

The seller’s representations have
been changed in some respects. First,
seller represents that seller is sole
owner of the Shares, Lease, Personal-
ty and Included Interests, with full
right and power to assign them (new
contract, paragraph 4.1.1). The prior
form contained no representations
regarding ownership of personal
property (other than the shares and
lease) or other interests being trans-
ferred by the seller. The purchaser
takes the unit, including the Person-
alty and Included Interests, “as is,”
as of the date of the contract. At
Closing, the appliances are to be in
working order and required smoke
detectors are to be installed and
working (new contract, paragraph
7.1).

The former seller’s representa-
tion (old form, paragraph 4.1.6) that
seller was unaware of any mainte-
nance increase or assessment that
was “under consideration” by the
Board of Directors of the Corpora-
tion has been deleted. It was consid-
ered to be too ambiguous a concept
upon which to impose liability on a
seller. The seller must only disclose
an actual increase in maintenance or
the adoption of an assessment of
which he has actual knowledge or
has received written notice (new
contract, paragraph 4.1.5).

The former seller’s representa-
tion (old form, paragraph 4.1.9) that
he has not made any alterations or
additions to the unit, without any
required consent of the Corporation,
has been modified to provide that
seller has not made any “material”
alterations or additions to the unit
without such required consent. In
addition, seller represents that to
seller’s actual knowledge any mate-
rial alterations or additions have
been made in accordance with appli-
cable law (new contract, paragraph

4.1.6). These representations do not
survive the Closing. A careful inspec-
tion of the seller’s apartment should
disclose if any material alterations
were performed. The purchaser
would then be on notice to inquire of
the managing agent or the coopera-
tive corporation if the seller obtained
any required consent or incurred
new obligations that will be passed
on to the purchaser (new contract,
paragraph 4.1.7).

Due to the amendments to Arti-
cle 16 of the New York City Civil
Court Act, permitting any city mar-
shal to enforce a money judgment
obtained against an individual by
levying upon an execution, it was
determined that sellers should repre-
sent and covenant that at Closing,
there would be no judgments out-
standing against seller which have
not been bonded against collection
out of the Unit. This language is set
forth in the new contract, at para-
graph 4.1.9.1. The old form merely
represented that there were no liens
outstanding against the Shares and
Lease, other than the Corporation’s
lien for unpaid maintenance. The
large number of city marshals and
lack of central recordkeeping makes
it almost impossible to determine if a
money judgment against a seller or
purchaser has been converted into a
lien against the seller’s or purchas-
er’s personal property.

The seller’s representation that
there are no agreements affecting the
use and occupancy of the unit (old
form, paragraph 4.1.10) has been
enlarged (new contract, 4.1.7) to
encompass any agreement which
would be binding upon or adversely
affect the purchaser after Closing,
such as a sublease or an alteration
agreement.

The purchaser’s representations
in paragraph 4.2 have been expand-
ed to include a representation that
purchaser is not and for the past
seven years has not been the subject
of a bankruptcy proceeding (4.2.2);
that if no financing is permitted,
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then purchaser will not apply for
financing (4.2.3); that purchaser is
over 18 years of age and is purchas-
ing for purchaser’s own account
(4.2.4); and that as of the date of con-
tract there are not and as of the date
of Closing there shall not be any
unpaid tax liens or monetary judg-
ments (4.2.6).

The Committee received several
suggestions for additional seller’s
and purchaser’s representations and
covenants that are not contained in
the new contract form, since they
expand upon the usual representa-
tions found in such contracts. These
are set forth as suggested rider para-
graphs for use if circumstances war-
rant, but are not a part of the
approved form. Several deal with the
purchaser’s income and assets and
were designed to determine prior to
contract signing if the purchaser
would qualify for approval by the
cooperative corporation. A represen-
tation that seller has no knowledge
of a condition which constitutes a
default of, or might lead to a default
notice of, seller’s proprietary lease
obligations is also set forth as a sug-
gested rider paragraph, but is not
included as a part of the form.

E. Due Diligence

The checklist of corporate docu-
ments required to be reviewed by
purchaser’s attorney as part of the
pre-contract due diligence review
(new contract, paragraph 5) has been
expanded to include the minutes of
shareholders” and directors” meet-
ings. The assumption of risk lan-
guage excludes items represented in
the contract by seller.

F.  The Approval Process;
Unconditional Consent
Required

The contract now clearly states
that the sale is subject to the “uncon-
ditional” consent of the Corporation
(new contract, paragraph 6.1). This
word was inserted to clarify that
cooperative corporations that issue a
“conditional” approval (i.e., condi-
tioned upon the posting of a person-

al guaranty or an escrow deposit) do
not provide the unqualified consent
necessary to compel a purchaser
either to close or to forfeit the con-
tract deposit.

The purchaser must pay the fees
imposed on a purchaser in connec-
tion with the application review
process (new contract, paragraph
6.2.1). All paperwork must be sub-
mitted within ten business days of
the Delivery Date or, if any financing
is permitted and if the cooperative
corporation requires review of the
loan commitment letter, then within
three business days after the earlier
of the Loan Commitment Date or the
date of receipt of the Loan Commit-
ment Letter. The contract now pro-
vides (new contract, paragraph 6.3)
that if consent is refused, either party
may cancel the contract by notice.

G. Risk of Loss Rules

The risk of loss provisions (old
form, paragraph 8) have been mate-
rially altered to incorporate the pro-
visions of General Obligations Law §
5-1311, as modified by the contract.
(Note that the house contract of sale
does not contain a risk of loss provi-
sion, and GOL § 5-1311 applies to
such sales. The condominium unit
contract of sale has a detailed risk of
loss clause that is likely to be modi-
fied to follow the new cooperative
form.) For risk of loss purposes, the
definition of Unit includes “built-in
Personalty” and “material” destruc-
tion occurs if the reasonably estimat-
ed cost to restore the Unit shall
exceed 5% of the Purchase Price. Pro-
visions are made for “Loss Notices,”
abatement of the purchase price and
assignment of seller’s rights to pur-
chaser with regard to a loss that the
Corporation may be obligated to
repair or restore.

H. Closing Documents; Lost
Proprietary Leases and Stock
Certificates; Taxes and Fees

The new contract requires the
seller to deliver to the purchaser sell-
er’s stock certificate, duly endorsed
for transfer, a duly executed stock

power, seller’s counterpart original
lease and “all assighments and
assumptions in the chain of title and
a duly executed assignment thereof
to purchaser in the form required by
the Corporation” (new contract,
paragraphs 10.1.1 and 10.1.2). These
documents are required if a new
lease is not to be provided to the
purchaser, as they are required to
establish the chain of title.

In the event the seller cannot
locate such documents, then the sell-
er is obligated to provide all docu-
ments and payments required by the
Corporation for the issuance of a
new certificate for the shares or a
new lease (new contract, paragraph
10.1.7). In many instances a seller (or
his bank, which took possession of
the original stock certificate and
lease) cannot locate the documents.
The seller is forewarned that cooper-
atives are now imposing rigorous
requirements for issuance of replace-
ment stock certificates and leases,
including the posting of a bond to
protect the cooperative against third-
party claims of fraud.

If requested, the seller is obligat-
ed to provide the purchaser with an
assignment of his interest in any Per-
sonalty and Included Interests (new
contract, paragraph 10.1.5).

The contract has been clarified to
state that the purchaser is not
required to close unless a new stock
certificate is issued to the purchaser
by the corporation and a written
statement provided which indicates
the last date to which maintenance
and any assessments have been paid
(new contract, paragraph 10.4.2). The
purchaser also is not obligated to
close if there is a tax certificate/lien
sale, in rem or foreclosure action
pending against the cooperative cor-
poration (new contract, paragraph
26.3).

Purchaser is required to pay any
“mansion tax” or similar imposition
if imposed by statute on the purchas-
er (new contract, paragraph 11.1.2.2).
A catch-all provision (new contract,
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paragraph 11.3) has been added that
requires any fee imposed by the cor-
poration and not specified in the
contract to be paid by the party upon
whom the fee is expressly imposed
by the corporation, and if no party is
specified by the corporation, then
such fee is payable by the seller. A
six-month limitation period is estab-
lished for correcting computational
errors or omissions (new contract,
paragraph 11.7).

I Remedies Upon Default

The default and remedies section
of the contract has been changed to
specify that principles of real proper-
ty law shall apply to the liquidated
damages agreement of the parties
(new contract, paragraph 13.1). This
language was inserted in response to
recent case law that ignored the lig-
uidated damages language of the old
form and applied personal property
concepts to determine whether there
should be a forfeiture of the contract
deposit in situations where the
amount of the deposit exceeded the
seller’s actual damages.

The indemnification language of
paragraph 13.3 has been expanded
to include indemnification for rea-
sonable attorneys’ fees and expenses
incurred for enforcement or collec-
tion of a judgment obtained under
the indemnity.

J. Removal of Liens and
Judgments

The new contract deals at greater
length with removal of “Liens”
(defined in paragraph 4.1.9.2 as liens,
encumbrances and adverse interests
affecting the Shares, Lease, Personal-
ty and any Included Interests) and
“Judgments” (defined in paragraph
4.1.9.1 as judgments outstanding
against the seller which have not
been bonded against collection out
of the Unit). The procedure for giv-
ing notice of Liens and Judgments to
seller and for seller to remove Liens

and Judgments is set forth in para-
graph 15 of the new contract. Pur-
chaser may adjourn the Closing for
periods of time up to 60 days, in
order to remove Liens and Judg-
ments affecting the Shares, Lease,
Personalty or Included Interests
(new contract, paragraph 16). If these
adjournments affect the ability of the
purchaser to obtain his loan, then
they may trigger purchaser’s right to
cancel the contract, pursuant to new
contract paragraph 18.3.1.4.

K. Contract Delivery and Notice
Provisions

Paragraph 17.2 of the new con-
tract recognizes that many contracts
are delivered by ordinary mail, and
deems the contract given and
received on the third business day
following the date of ordinary mail-
ing (new contract, paragraph 17.3.4).
If the contract is sent by certified or
registered mail, it is deemed received
on the fifth business day following
the date sent by certified or regis-
tered mail (new contract, paragraph
17.3.3).

Seller may direct that the balance
of the purchase price be paid to per-
sons other than seller on “reason-
able” notice to purchaser (new con-
tract, paragraph 2.2.2), rather than
on at least “3 business days’ notice”
as was provided in the old form.

The new contract only provides
for notice by confirmed facsimile in
limited instances (seller’s direction
how the Balance is to be paid, pur-
suant to paragraph 2.2.2 and seller’s
notice that a check has failed collec-
tion pursuant to paragraph 13.4) and
does not provide for notice by elec-
tronic mail, as proof of delivery is
more difficult to obtain for such
methods of delivery.

The parties’ attorneys are now
authorized to give and to receive
notices (new contract, paragraph
17.5). The old form only allowed the
attorneys to give notices.

L.  Gains Tax References Deleted
and FIRPTA Provisions
Expanded

References to Gains Tax have
been removed from the old form,
paragraph 26. The language dealing
with FIRPTA now appears in para-
graph 25 of the new contract, and
has been expanded to permit deliv-
ery at Closing of a certification of
non-foreign status or a withholding
certificate from the Internal Revenue
Service. If these documents are not
delivered, then purchaser is obligat-
ed to withhold from the balance and
to remit to the IRS, the amount
required by law (usually 10% of the
purchase price for transactions in
excess of $300,000).

M. Lead Based Paint Disclosure

Paragraph 30 of the new contract
provides for the completion and
attachment to the contract of the
fully executed Disclosure of Informa-
tion on Lead Based Paint and/or
Lead-Based Paint Hazards form.

We expect that the new contract
will supplant the old form in the
near future and hope that it will be
well received by the bar.

David L. Berkey is Co-Chair of
the Real Property Law Section’s
Committee on Condominiums and
Cooperatives and a member of the
Subcommittee that prepared the
new form of cooperative contract of
sale. Ronald S. Kahn was the Chair-
man of the Subcommittee. The
authors wish to acknowledge the
assistance of Subcommittee mem-
bers Lilian Chance, Rudolph
DeWinter, Mark Hamburgh,
Douglas Heller, Karl Holtzschue,
Alan Kazlow, Richard Singer and
Lewis Taishoff in the preparation of
the new contract of sale form. Many
of the Subcommittee members par-
ticipated in revising the original
cooperative apartment contract of
sale form in 1988.
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$-1311, s maodified borein, i thiy
teaacton & LT B wers & mlc of For

mdﬂmh.ﬂum'ﬂhﬂ”mhd-

Dextreotion shell be desmed “metecdel™ oodar GOLL
5-1311, if tha oatimeied oot ic restare
T Tt shwd]l exwend 3% off the Porchess Price.

T the et of sy dentrachion of the Ut or the
Premises, whan neither legml title nor the possesslon
of the Unit has bets nswierne] io Pochee, Sollar
akall give Notos of the kes io Pochess

Miotkoe™) by the aaeThey' oof tha duiw of’ w7
Talnnss duys efier the: dide of Tha lom.

I thare bs mterial derieostam of tha Ut whibowi
Tt of Purchaser, this Conteset sall be demmad
cancolnd o socordanos Trith J16.3, onlees Parcioasr
alects iy Hotlon w0 Sellar o oomphats the porchess
with mm abalement of the Punshess ¥ ar
Whwther or ngt theee i mxy destroction of e Tnit,
if, withoot fult of Fiochaser, mone tan 104 of the
units b the Promius are resdersd roinkabiteble, or
Tobnnibls it tn the Tlndt i not aypikabie, ten

63

12

AR A N R N PR N AR BRI R ARG

[ &)

9

Fordheser shall hava the right 1o canoel this Cowtract in
aoocrdanse with TLES by Moo tn Ealler,

Purcheser®s Wotlos porsunt 1o 784 or B4 shall be
i whitdn 7 bustoess days following tha giving of tte
Lawm Htis socept tust 17 Seller doos not ghns w Lom
Nation, Forcheser's Notice may be ghvn et axy tine st
o i b

1o the event of sy destroction of the Unit, Puraheser
shall ot be entiilead # mn sheisrent of e Parohass
Prica (1) that axoeads the rebcanibly seiivegied  coat of
Topeir ko] restorstion o §i7) fiw oy Joy fhat the
muwﬁum repadr o revtrem; bot Baller

shall xxtign
clelm, if ey, ngadnet the Cevporation with mepect 1
mh Iam,
CLOSING LOCATION
The Closing akall be kel ot the livelion

dexigmuing by
the .I.f'nnnd: is tha
ﬂu:;lﬂimlw dosigastion is imde =t

10

CLOSIMG

10.1 At Cloming, Saller xkatl dellver or cemmeto be deaiwered:

14.1.1

1812

18,13
1014
101%

12.1.6
1217

182 At
1821

Seller's catificnie fipr the Stames doty endarssd
tranafice to PurchesT or eccompanied by § sepanie
dunly encacurted stiwik peor i Forchesee, and In
cither case, with any gusrantes oF Suller'y. ol grstons
bry the Corpontion;
cmierpart originel of the Lasas, alt
mmmhumm

hﬂﬂﬂmrﬂ]unﬂd E °

anamuthrps.

keya 1o the Unh, boiking entrwe(s), wd, if
garege, madlbos, stotiges moit o oy

locie bn the 1t

if rexjueni=d, mn swigement to Porchaser of Sellar's

trierest i the Porwomitty snd Incloded Intarass;

ay docoments snd pegnieorks tn aomply whih 7152

I Seller s wmabls to dethver the: dooorsenty requied

111 or 10.] 2 than Saler shall da¥iver or

cnse 1 bo delbvered all doconvants iowd peyrents

required bry the Comporntion fbor e lumancs of &

xow pertificata Sor the Shares or 5 ow Leass,

Porcheser shall:
pay the Rulanor in scranbece whth 2.2.3;

1023 ewomre and dafiver i Sollor snd the

1423

mmﬂmtﬂmmhﬁmm
Corporation;

E‘mwmwmmm
of a Bew leaso thts ieloing =
e Lrnar, Sor fhwe badence of the Lease tarm, In
wihich mwr the Laans shall be cenceled gnd
anrrendersd in fha with Sallar's
q:pm:nw

105 At Clossiveg, e Fartisy sivall complete snd exncote sl
diermranis

%51
1333
1333

TR Y
fiw [nberm| Rrvarnin Sorvive ("IRE™) fam 1099-5
ﬂnuﬂyﬂhm&nhh;h-
] =l
pu nql:ﬂm
nmmmfm,hmmm
ikl Teotodad Intoresis.

Berar iy
164 Pyrcimser shell not be obllgaied 1o clost ooloss, at

1041
Taguial i

Clouing, tha Corporetion delbvens
10 Porchaws 5 sw pectiBicaie Bor ths Shares 1n the

Agrll 17, 2001
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414
411
i
412
414
i
18
T
418
418

&3

EEEEEEEEEQUaRREnnERnaRNERENS

e of Porchessr mmyd
-mmbmmwm
apart of the Corpohidicm ponasmiing to th
mtrnﬂhrshmudlutnhmdm

-lllnlunﬁrﬂlhmufudmu-t

mmmdhr!ﬂhrhﬂn
Crrporation, inciating Mabrensnoe and sy
Assriiviteity, wl tha dwive to which sech b
bean pakd,
CLOSING FEES, TAXER AND
AFFDETIONMENTA
1L.1 Atorpder ta Closing,

1111 Sellor sheall pury, if mpplicabibe
11111 the cost of stonk traner stnmees, e

11112 Mrum.mptnu:tﬁrhmﬂ].lu
1L.12 Porxcheser thall pay, if.

1L.12.1 Too impowed by the Corparation relating to
ﬁ'd“' Baanciag: end

s
11122 treedertmos Ty statate pettwrily oo
112 mmfﬁ' :H.Tmm Pariy
if my, b tha
spocified tu § 115 Pty
113 Axy o imposad by il il not
wpecified i this Coxtract shall be puid by the Party
open wivam moch feo qnlﬂﬁnmn-dh;rﬂn
1 apeoified try tha
bry Sellar.
w of 1159 P.M of the
the und
chargen dun the
i STAR T
[if the Tixlt Is the benefiziry of seme), hamed o fhw
mrmiper nf the deye bn the meath of Clasing,
115 ﬁ-mw 1 . Innw o or
nct b wpporiioned, bot skall Ba
pild by the Party who in the owsner of the Shares on
the daie speolfiad by fhe Corporatinn for
Porchaser thall pay ey iovsta ey
ﬁnh;mvﬁﬂhﬂuumngu-ﬂnhhlh
o i!-]]ﬂm::;:v el ot for
Poarty Ty any ticuty
whrich it ia prime—ity Hxble porsosnt to lew by
onshies*s, afficed benk, ciitied, or stiomey™s
escecrw chiscle, Thin F1 1.4 sizall sorvive Closing.
11.7 Aoy compotstinnl trrirs or ooisskory, shall b
corected withis 6 mowths aficr Clneing. Tidg 711.7
shall porrive Chosing.
11 BHOEER
12,1 Ench Party roproscnts that sch Party s oot desdt
with gy pemon acting &1 & beeler, whether licsnssd
or In consecten with this tramsaction
ot theen T Brvloer(s) named in 71.5.
122 Baller yiwmil puy the Broker's comminshan pursmt tn
& sapremiy ngvomnent. The Brokoen(s) shall oot ba
duermad to be & thind-pacty beneflolary of thia

123 Thin 12 shall survive Closicg, cmacellation cor
Exinviniian of thin Coxtract,

13 DEFAULTE, REMEDIES AND

INDEMNITIES

13.]1 In tha event of w dofolt or o by
Purchaser, Sellar's sols and cxclosive remedios sinll
e cancel thie Contrsct, rebiin the Contract
Deposlt o Liqokinted denisges mni, 1 iphcabla,

1043

11.6

FEER LR IRt R i i L E i B FEEER R EEE L L r kit r g

oz
B

Pagadof K

Seller may endbros the Hdarmty m Y133 @ o
brolerags commission or sue under §15.4. Fochayr
prafon o limit Pocheer's exposirs o ot e
10 the amoont of the Conimect Depostt, whick Porchaser
EgTosy coftitnies & fiir mod rewsompbls smoo of

i Baller's durmmgars rner the
circometraoas end B nnt & persdiy

mmmmmmﬁim

TOYEENL
132 In the srent of a defol or sisrepeesanistion by Salier,

mmuil'mmm-mm ]
et Tt end v st Jwer cor . ivcheding speolfis
mmmmumw
oannot be dnplitst-d,

133 Bubjedt w0 the prtnision of 4.3, oach Penty lndemnahies

and bolds harmless the ofbser sgainst wmd from any
fiurm he ndemmitor's’ hrowch of sy of it

Tuprantut iy or COVEnAnt sisted iy survive Clowing,
catotivod bt oo Srenfrertion of this Contrast. Porchessr
Indesvwiifies ol holdy hormless Sellor againet s fromn

wmﬁmm.mmm

amrt cordy md axpenses arishvy o the
dafiws: of sy clxim ad sofboseniant or sollection of 3
Jud et thin  provided tha indimdies

hmmmwnmmm
Thia 7123 shall sorvive Cloximg, concellation or
tarmination offthis Codvtriest,

154 T the st sy ioetrement for the paroent of the

14

142 memm

15

Crextract Depoett Bxile of colleation, Salker shall have the
tight to sua o the oneolecied tosmment. Tu ahiftion,
such fidlore of anltectinn yvhall be & dofimit onder this

th oncolicoted fmds, Frihore to core mch defiolt sheli
antile Seller fo the remedbew sot focth bn 13,1 a0d ta
retadn all sanich ns oy ba coliected xndfor mecsared.
ENTIRE MODIFICATION

AGCHEFMNENT;
14.1 All prior omd o wiritken repmseistion,

! agresenery: Tl Tt tha Partisg with reepeot to
the mobject mattes of thEs Contract, wnd with the
Encrowoes M to 27, are medpedd im thim Cosirct, which
nlca thily and commietely sxprensss the Parties” ond
Emcrmraany

ey of the temoe
Lieteticen s miariend i thin Cowtiract. Ay other peeslsion
nfﬂnﬂuimt b chamged or walved caly in
:ﬁv Pty or Escrowoe 10 be charged,
ALDFHIEIB JUDCMENTS

15.1 Paviloiser wimil dalbver oy camae 10 be deEvarod ta Sclner

ot Buller's Atiory, not Jows than 10 calondar Says poior
10 the Selerbulid Clyving Date n Lian and Jodgment
panrih, covcarph thet Lisng oy Bt dlszlosed in
& oot o Sésorch shell b to Seller withia 2
bminess daoyn adfter reocipt thereot, ot pot loer than the
Cloging. Eellar shall have th right tn sdioumn the
Clorlag pursomt 0 Y16 % st sy soch Lisrs g
Judgmeniy. Falbore ry Porchessr to thiely delives mach

AT 7001

42
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soarch o oontimeiiion el dhall not
comstihrte & walver of Baller's povamants s 7 4
m 1o Ligne and Jodgmerts. Bawewer, if e
Closing in alpmerned] solely by rosson of
ontimely delivery of the Lien mmd Fodgmem
saarch, the appsetioomets onder 11,3 shall be
made ot of 11:59 P.M. of tha day tha
Schadniad Clostny Diade in J1.15

133 Hh:.l!nllu'lmlln whbicn wnd delfver

1o the Porclmaer the docomeris snd payimests
nacxmcwy tn aecyre e reloase, aetisfaction,
Terminmtion and dchorgs or removal of recoed of
sy Lisns sl Sollsr may oae miy
pintion of the Price for soch purposes.

133 ‘Thia Y15 siml] sorvivs Clogng.

16 BELIRN"S INANILITY

16.1 I Seller shudl be unshie to fremsxBor the Sone set
forth 1n 2.1 in sorndence with this Contreot for
axy reascs other then Sallor's il o make &
Tequoired or other willfol ot or cordaghon,

then Seller sl bave the right % adjoor the

ﬂx;lrﬁn
HL20.1 o 1262 lpji-.
162 I Saller oo 2ot shat iy md oorn Hw ar{lf

of the af otartien] dicte of Baller
Ia ptill onebie %o perfann, thent onless Focheser
ety T pupssl vl oo Sl s
abniwrrnt of the Porchass Price, either Patty oy
cnde] this Contmot cn Motice 1o the other Barty
ven it oy fimn theres fher,

153 In the rvent of such cunoclbstion, the sole Exbility of
Ealler phall be to odisa the Contract Depoagl i ba
mofinded 1> Porchmer and % mimbotse Porches:
fir the: sobre| cosle eummed for Puschass's Fies: ond
Hithe ataroh, i oy

Hl vy g

. notiow ar ("Notice™) shall be In writing
i dlelivers] wither by hamd, ovemight detivery o
ﬂ'ﬂﬂdnrmﬂ:nlnml.mm

, i Hioe nmmer, 0

snch Party's Atiornety, if sy, aned i Facromess gt

Thelr respoctive  adiirevsc o 1o ach oftver nddmss

9 shall hersatter ba deslgnated by Notice: givan

30 thls Y17
Endnﬂmrh:hﬂuduprmdﬂhﬂ?.l
or by crdimary mepil,

173 The Contrest or ssch Witicy shall be deamed gives
el recened:

1731 o the dey daliversd by humd;

1732  of the uainew day following the dxo sant by

cvernight deliwery;

ot the 5 basditwn devy Enllowing the deie soot

by certified or nigrvtered mnl; or

s o the Coniract cisly, 1 by days

Tolloming the date of oedisiey

174 A Notice to Escrcarss shall e dexnrnd givan mnly
upon acisal roeipt by Bacroses,

17.¥ The Attorneys are aathorkred ti g snd recaive
mary Nodice on boball of dalr pespective ol leanbe

l?.EFlihmnrmﬁ-lmmpthﬁuamﬂm
Inralidate the Motice.

17.7 Notics purrean o T2.2.2 ad 13,4 may b

172

1733
734

1211

L £:% e

RGN PN R IARZRREEIIY

g 39
Mo

1K1

23333
SNEiE e

maz

| BX]

1524
1833

143
1131

L ZERACCCERERORARRERRRE22

i

omdition concwning
102 Py, dirmcthy prttrough o
ruluhﬁl
shall dHgenty and in good

deliver=d by confirmed Zacghrile to the Barky's Attorey
and 2bhall be dnened given when enemlsalon i
confirmed by sealer*s feexinyiin machin.

18  FINANCING FROVESICRNS

LR1 The provisioos of f115.1 and L83 wrw spplicable ooy i
T.20.1 or 1.20.2 apphios.

Ax “Tngtitctionsl Lendec™ bs sy of tha nlhmeing
tht I mothorbend. under Fedanal or Maw York Sets
g:h-k—muum:ul.u
ourmtxily exinding wimilay somired Joan
oo it i e oy in widch the TUnk 1
Loosted: & beok, sovings ko, ervings amd Joan
trost icarpemy, credti vofon of which
Prrcheser 1 & member, murigmgs beaker, Insoranos
CODIpETY O governmental erdity.
A “Lomn Commitment Letiar® is n writhen offer
ﬁmuhﬂmﬂnﬂlﬂumnﬁnmmm
Tm[uuﬂ.!l}lprnulmgﬁndu
mirrent rios a0d o0 other costidsdr
mmmmwm
Lﬂmmﬁ;mmmnnﬂh

eto} 3 a Lown Cowmmibmar Datier wisthar o not

mch conftion fa et Purchowsers thui.ﬁ

that, sndd coomot camoel this Contrace i

Pl:lﬂuurllmtuﬂ.
hirclar
pnnnthﬂrh:hﬂ-ﬂnf‘hﬂllﬁﬂlm
oaly 1o an nstitctioes] Tondar £ar p o oo

Fhmdq'l‘um{:uﬂ.!]}uﬂ:hm

mq;dndhr T Toardes

mmumu&mﬁsm'm
Dalivery Duis;
mmwﬂzlﬁﬂﬂl[ﬁnﬁ
the Inntibrticnal Lender: md &l
Eunn:::meaﬂ 3 e
ernpdy with all recoirensani
of such Losn Commitet Latier (or eny other Loan
conmitment Jetier soccpisd by md of
the Inmthtetioual 1.inder in ander to close ths Joan;
and
Tomish Sellar with & popy of the Losm Comrriirmant
Letter promptiy adbe Purchese s recelpt theoeol.
Poarcheser [x oot requiead i epply o mom e one
Tostitational Lender.

TY1.20.1 mppllns, then

provided Porchaser has oompliad with sll spplicabls
proviskons of 118.2 and this §14.9, Pordwasr my
e this Cioevtract ks vt fouth bedow, 1

IA4.1.F ooy Inetitution sl Lemdsr donios Porcheser's

applissiion in writing pricr tg the Lean
Commitraent Dide (see J1.21); or

Agdl 27, 2001
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Ig3.1.2

18313

IE3.14

12312

1843

1834

135

1836

A R PRI NGRR3R N R AR RO R AR REERRERERTE

a Lo Commbment Latter  not svemd by the
Tnatitwticmat Lender on ar befiore e Lamn
Correrbon e D, g

any roquirariont of tha Loas Commitoent
Ltter other than oo ing Porchasor s
a0t met [o.g- Bfiore of e Coapamiicon i
moce kod dedver the Tratitetiowst Lander's
eecgnition agreament o ofler dovoment,
fimanclsl condition. of the Corperation, cemmr
m_qnﬁ,-r..];n

(@) they Chowing: ia meljoormed by Sellar or the
Corporatics fw mom them 30 basinam deys
from the Bobeduled Clowing Dae amd () the
Loan Commitient Letter mxplmes oo 2 dete
more it 30 botinme days sfber e Schadalad
Closing Dete and befews: the: narer dute st Jbr
Cladng ta this and L)
Poechesor L unabla in gocd ficth o abisin fom
i Engtitutional Lendar an ek in of Tha
Lz Cowmeritrent Eatiec of 1 now Loan
Conwnitrunt Latter cu the Finanoing Temms
withoatt picying mabiftiiors] few 10 the
Tnstiheional Lesher, onleey Sellar agrons, by
Motios 0 Purcheser within 5 bnxdinemy dayy afier
receipt of Porohaser s Mot of oencelisiion on
mxch grovnd, that Sellor will pay such
nciiticon] (hew and Seller payn such fien whan
duc. Purchesss rezy not objedt %0 sn
lﬂ}mb}fﬂlﬂnhmnmw
deyw aclely Betbons the: 1.0an Cormymitrment
Latier would sxpire befire mach sdjeamed
Closing date.

Pochwser shall detver Nothes of sencelletions tn
Scller within 5 bosiness deyn efter te Lot
Conwiniteent Diain H cncelletion 1s pursomnt i
T183.1.1 er 10.5.1.2 end cm or prdoxr 0 the
Soheduled Closing Date or, if' The
adjonmed Closing Dits i i iy
o o 183,13 or 10.5.1.4.
 comenllxtion i poreoent to T18.3.1.1, then
Porchaser thall dellver to Sollr, iopother with
Prorchaser’s totlos, & copy of the Inntitatigeal
Epnjen”s written dania) of Poschascs-'s lomn
applicxiion, I cancelletion in porsusnt to
F1£.5.1.3, tham Purchaver abali delbver to Sellar
togothar with Purchwer”s BNotice ovid e thet
& requioenient of the Iostitcticns] Lender was
oot met

Seller may oxnecel this Conteet by Notice (o
Porchasar, pant within 5 digm efter the Losm
Commitrent Date, H Parchaor shatl not beve
e ehthon ot 1) oopy of o Lo

cacelintion shall heooms effbotive: iFPumoheer
choma rpt deliver 2 copy of rach Loan
Commraityrsrt Lotier o Sellar within 10 hoifies.
thigys miftar the 1.oan Cosmmitmet Diaie,
ﬂihgﬂhrhm“mmﬂm
it of comenltation ax requived by this TIL3
shall comtiinis & vaiver of the dght to onncal
Tder tals T10.5. _
[Fihils Contrmt in catedhert by Ponchesar
porruant torthis 183, than theretmfter nevfher

EERE

J3333333433
- g

iiiiiﬂﬁﬂiiiﬂiﬁiEEEEEEEEEEEE!EEEEEEEEEHEHEEEHQHHHH

T dat i

AT
obligations o lhabititics i, the other by Tosson of
This Contredt, mooept that fhe Contmet Daposit ahal
bw prow ity milnded 10 Porohaser sod axcpt ey gt
fGwth in TLZ Ifthis Comtrect [x oasoeled by
Purchestr pursonst tp 153,14, then Sellor shall
Tolwtnoet Parchar fior oy noo-refondable
nencing and Ineyeetion sxpemen and other mms
Talmbrirreide 1%

Purcimeer et cance] this Crantraot o]
183,14 end canivot obiadn & hofiond of the Coxtract
ﬁmwmwmmhmm

1RLT

113.5.1
Letier concaming Porcheser I not met (o,
Purdimscr'’s firmmeinl conditlon or empleymesit
Stk muffem w0 advarse champe; Prrcheses fidls tn
satinfy & cxmdition relating o e sale of an extating
matidanos, she) or
dne 1o the axpiration of & 1o Cometiment Latter
Tmund with sn axpimtion date thet = not sore then
30 Inuyirusew daryw afier the Schedaled Chwing D,
19 SNGULARTLIBRAL AND JOINTHEVEHAL

The o of the ahall be deened to biwinds the
plural s vt verm, the comtext pa reqoies.
mvore than o6 perien ooxtitute, Sellar or Purdkaser, tedr
m-mmmuhpumﬂm

NO SURVIVAL
ﬂﬂuwmnﬂhmmw

worvive Cloring exsapt as ey proeided.
of e Balancy shall committote & Enchecgs ol rclemme E
Fotchurer of all of Sxllers phligations herennder tontept Ehoss

aaT2

expeesaly shided io sorvive Clogng.
21 TNHEPELCTMORA

Porchassr pibd Porclmser's ahall have tha
gkt to dnepect the Uide within 48 o =l
wit piber resnoable thmes. upan npgm.

22 GODVERNING LAW AND VENTE

Thia Contract shall b grwerned by tha braw of fhe Biete
oof Merwr Viewrk writhourt regamd to priaciples of oondlict of lrwm
Any solinn or arkeing out of this Contriet shwll be
becnght in the ocunty ar Fedecal distrist where the Uit is
looated aed te: Fariies herelyy consent to seld vemme.
Z3 MO ASHMINMENT Y FURCHASER) DEATHE OF

2.2 Thin Comiract whall temdnate npon the death of wll
pamairm copprising Porchaser and the Cosrtract Deposit
simll be refimded 1 1 Furchaser. Tpon makdng such
refimd mned reiminrasment, netther Party shall have gy
Tutihetr Tmbility or ginbm ngaioet the piher bereundsr,
xoipt mm mnt foxth in Par. 12

24 COOPERATION OF FARTIES

tithe cvguary, if sy, = pbtels, exeroe md delbver
stnth doonmests o xre moasbly pocossy 1o
COnEnIYR s this e

342 The Partles shall tiiwly file nll regios] docomess In
connoction with all gowenntivenial g thet e
mayrimnd try Irw. Each Party rapresents io e cther that
its siwisaneny o puch fiogs shall be troe ot comples.

Syl 17, 901

4

F =Y
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Ttk {24.2 shell survive Closing.
= Tha o ahall
pazhien comply with IRC § B57, 1445 aud
e rognl st Ty he moendad
{"FIRFTA™). Happlisshle Beller sy aod
mwwmumnwmm
F Steton {“CNE™) or deTver &

Trom the [RS. H Sellar fadla f dhid rver n T2
ar » Withhcldleg Cortificate, Purchaser shall withhold
i thet Balencs, snd rerit 10 the IRS, mck som s sy
b requetesd by Jeer. Sallier Jusrlry achven sy dight of
motion st Prorchese  on account of sk withhelding
and remitianwe. Thin 725 shall gervive Cloxing.

25 ATHANTICANAL RECATHEMENTS

26.1 Pundhescr shall ot be obligaind to close unlees all
of the follerring: requimcmenis me wxtiafled ot the
tme of the Closing:

26.1.1 the Corponthces i in grvod siemding:
2612 hﬂmpuﬂuhnhwl:—hﬂﬂﬂhtnh

FProriens, whether or not marbstabls o
[

irvpargble;
2513 wmmmu
i wlo or Samolosae sction. of aoy

ondertying nwigegs: sflarting the Frocees.
283 W any requirament th J26.1 n not metiyfled ot e
e of the Closing, Purehasar shall prive Beller
Hotice o i the mme 1 ot aatichisd within s
rescrble pecied of dme therea ey, th either
Farly may cxmcel this Comtrect {poonusnt & TLEY)
by Motice,
27 ESCROW TENMSE
27.1 Tha Contraci Depoit shall ba depogtiod
Escrowoe in o eacriw nocomnt an sat @1
124 md the poocseds tedd od dintursd in
unﬂnt;:r!ﬂ:ﬂnumnfﬁhm At
Cloning, the Contract Deposk shall be paid by
Escecwtn o Baller. 1 the Closing Joas not oeoor
and sither Puriy vy Natheo to Escrowse
demanding pavoest of the Contact
Escrcose shall grve prosmpt Motios to Tl other
Party of much denmand.  TF Bacrowerte does ot mowdys
2 Notice of objection i the propeied peyrest fm
M%hﬁwﬁﬂnlﬂhﬂum:&rﬂn
giving w:mmhm
iniiwwrrnd and divecind o make ook
the denrdimy; perty. lemumﬂuumnﬁ
i Wotlos of abjecticn within wd ot If e
iy resaon Battiroree in good Exith elects ast to
meke mck prymsit, Eseorowes mmy continms (o hold
the Comiract Depoait utitit ofhororiss dimcted by n
Nodza by the Partles or & fikal, pon-sppmlshie
order or doctes of & oot of
Heowover, Esarowss shall haore the
" gt =t amy thoe o doposlt the Cowtract
wod the boerest theveon, i axy, with the ofm
eoort o the coonty s set forth o 22 sod shall give
‘Motice o work depostt to sech Pacty. Upon
dimpowiiion of the Cortrect Deposit and interest
tecrem, i oy, in secondance with this 27,
Facrorwes shall b ryleosed mm? disoharged of all
eacrcrer phfigadicns and ahiliting,
273 The Party whine Attreey is. Facroressy pivall be
Exlie for Loss of the Contrett Deponit. If the
Escrowms Ix Saller's mttomy, Bien Purs e s shall

b ceditedd with the snecont of The sowitmct Depostt et

273 Hwrowss will narve without compessation. Esorowee in
notey salely ns n ainkeholder ot the Parties” pequest e
for thalr oot s, Hasrevorma shall mot be Lable to
eithar Party Jbr moy mit cor cemisscon wnless 1t lnvolven
bad Sith, willftl disregand nf thin Contrect or grom
mhhmdwﬂpﬂ,ﬂﬁnﬁ

and severally (with cght of
unt.-ihﬁm] pelecied
Racroneee, Snemity sad osd oo Eaporwes

pecfocmence of Hsonmwes"s 5ty or oxdsslons not
Ixvolying bed fuith, willfiol doregand of tne Contraar or
rom negligenoe. Thi mdemmity inclgdes st
Hoition, ressooabls sttorecys® e slfher pald 1o

Teialn atomeys of rpresenting the fir vake of Jegal
sarvices modered by Escrowes o itsel o

14 BEseroorsa of'the Conivart
wmﬂﬁumm Doty
ITS Eadrowass o e of this 27.

‘The margin headiv g do oot oonstituis pert of the ot of
tirle Comiract.
2% MISCELLANEOATS

Thiy Contract chall not b2 binding ok o motil Saller
dalivers n fally swocoted ocunterpart of this Contraet tn
Prrchisir (ur Porcheser's pocsoaat to T17.2 xad
173, Thi Contrct bl timd 1o the banei of the
Bov Partlea heroto and thelr respective: beim, parsresl and Ingal

repwearintivig ikl surosso s in et
3 LEADPAINT

AR AR RIS IR NG AGEREH

Toacionoms of Infoometan on Lasd Passd Poiet ovd o Lopd-
HBased Puint Hazseds Is ettechad bereks wnd mods o peri

IN WITNEES WHERECW, thw: Paoriten heorwiy benvm

daly weacpind this Cootrect s of the date firet abenns wiiticn.
SRE LR PURCHASER:

ESCROW TERMS ACREED Tik

FPEMEEEZEREERERADTANRAARY
=
1

P Tl I At 7, 0|

NYSBA N.Y. Real Property Law Journal | Summer 2001 | Vol. 29 | No. 2 45



B SR BRIt RN ER G EERNEREE22IARER 220 NEERERENNREE

RIFER TO, AND PART OF, CONTRACT OF SALE
EETWEEN A% SELLER, AND

AS FURCHASER
POR URIT AT

Soyronied] Purchess:"s eresentetfoos for oo when
epplicable.

3] MECHASER'S ADTATHNAL
EEMRFAENTATMIRY AND COVENANTE
311 Sopplamanting 4.2 of the Comiract. Porchaser alan

mpreeants anit oovendty tht-
3111 Poheser hes, snd will it Closing am,
mvallebie noesoumbarsd outh iod cesh
o olvalents (Incloding pobEoly thicted
mncuritiog]) i p wom ot Jonrt squal o (iod heving
n Hhen creeeenyt vhue of) the Balasos: ed
3113 Fordhesor e, el will ot md immedisiely
Tollewing the Clowing heww, n powitive not

313 the Malntenanos and the monthly smoe of e
Assevsrnet {15 my) dis it aggyvegmas: i Shean
27% of thw corent iota] gross mesthily o off

1a ﬂﬂl.".'l.'l.l-'ll.mmwﬁﬂt
mg:nduﬂ of poocipal, if

ecposad Sremeing, wgethar with the
Maintsnanos and the monihiy A st et
(i aery’, do ok eggragate ndwe then 15% ol uydd
corrent otal gross momthhy uneme,

12 Sopplementing peragraph 4.1. Seller has o otz
ktwwerladee of n meierdy] defindt or cosdities which
the Labkwsa = requoired in cumg wndar ths Leass snd
which remaine nucaresd. I, proior in Cloging, Seller
mumﬂlmduﬁﬂmmﬂh

1iee Lewmes wrould be rogolred i tats, Hhan
Spller phall core e =t or prior e Closing. Thin
prewvision shall ngt sorvive olosing.

‘Thea Pactiend bterss dhuly execwimd this Rlder s of the aame
dnte o the Condrent.

BHLLER-:

*

b 1) )

el 37, W)

46

NYSBA N.Y. Real Property Law Journal | Summer 2001 | Vol. 29 | No. 2



[ — e —

| ;
ke o LN L
o . _. L
F Al s || B
(-

Lorraine Power Tharp at the Racing Museum. Anne Reynolds Copps, Joel Sachs and Sharon DeSalvo
at the Racing Museum.

4 )
RealNRropertylaaSectioln

SUIVIVIER WUEETINE

SaltateganSpringis NN
Jul7 26=28), 20109

Stephen Linde, Mel Mitzner and Donna Baer Welcome entertainment at the Racing Museum.
at the Racing Museum.

H N &I IS & IS & IS & IS & IS & IS & IS & s =
—
[ B
] |
AV AR 4 '
| ]
i
L EEE
“fs
o Y
e T
> ' e
W _ .
| ] !
oyl :
H Il I IS I S & IS & IS & IS I IS I IS & s =

S I ———

NYSBA N.Y. Real Property Law Journal | Summer 2001 | Vol. 29 | No. 2 47



Josh Stein, T. Mary McDonald and John Mosko Louise Tarantino, Frank Carroll and Connie Farley
at the cocktail reception. at the cocktail reception.
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Owners Renting lllegal Apartments May Be in for
More Than They Bargained For

By R. Randy Lee

The long-standing and wide-
spread practice of renting “illegal
apartments” in New York City can
have important legal ramifications
for owners. Savvy tenants may
exploit statutes designed to ensure
safe housing in order to live rent-free
for months and possibly even years.!
Multiple Dwelling Law (MDL) § 302
allows tenants of multiple dwellings
(buildings, including houses, occu-
pied by at least three families living
separately)? to withhold rent where
no valid certificate of occupancy
(CO) has been issued as required by
MDL § 301 or where the building has
been converted to a multiple
dwelling without the owner obtain-
ing a new CO, and bars actions and
summary proceedings for rent or
possession based on such non-pay-
ment. MDL § 325 requires owners,
landlords and agents of multiple
dwellings to register with the appro-
priate city agency, and likewise
allows tenants to withhold rent until
owners comply. Courts confronted
with the inequities these laws can
produce have shown some flexibility.
However, there is a marked lack of
uniformity in these decisions, and
there is reason to doubt some of
those most favorable to landlords
will withstand the inevitable appel-
late scrutiny. The limits of the reme-
dies available to landlords remain
largely undetermined.

Tenants May Use These
Statutes to Withhold Rent
Despite Explicit Lease Terms
Prohibiting Tenants’
Proposed lllegal Occupancy
These statutes may bar proceed-
ings by the landlord even where the
lease explicitly limits the tenant to
lawful use of the premises in con-
formity with the existing CO. In
Mandel v. Pitkowsky, though the lease

limited occupation to “artists” stu-
dios and for no other purpose” and
no valid CO for residential use had
been obtained, the court nonetheless
held that the property had, in fact,
been occupied as a multiple
dwelling since 1968, and that the
landlord had condoned the tenant’s
unlawful use of the premises for resi-
dential purposes and assured the
tenant that he would take the neces-
sary steps to legalize the occupancy.?
The landlord had taken preliminary
steps in that direction and so far had
been unsuccessful. However,
because the premises was a de facto
multiple dwelling, the court held
landlord’s summary holdover pro-
ceeding was barred by failure to
allege compliance with the registra-
tion requirement of MDL § 325.4

“Savvy tenants may exploit
statutes designed to
ensure safe housing in
order to live rent-free for
months and possibly even
years.”

The Appellate Term in Mandel
did, in dicta, cite the earlier decision
in Lipkis v. Pikus for the proposition
that if, upon resubmission, the land-
lord is still unable to obtain a proper
CO, the court can require the tenant
to deposit rent with the court until
such a certificate is procured.> How-
ever, the Lipkis decision, holding the
MDL rent-withholding provisions
inapplicable in cases of commercial
to residential conversions, has been
superseded by legislation explicitly
bringing such situations within the
ambit of the statutory scheme.® The
Lipkis court also noted the inequity
of permitting the tenants in that case,
who freely entered into the lease
knowing their occupancy was illegal,

to reap the benefits of occupancy
while using the illegality to avoid
paying rent, particularly where there
was unrebutted testimony that the
buildings substantially complied
with many of the minimum stan-
dards.” However, it is unclear
whether that reasoning alone is suffi-
cient ground to depart from strict
application of the statute, and partic-
ularly whether it is sufficient ground
to require tenants in such situations
to pay rent. The Appellate Division,
First Department’s decision in Horn-
feld v. Gaare suggests that it may not
be.8 The court there was confronted
with the extreme situation of a ten-
ant who, on the one hand, claimed a
perpetual entitlement under rent sta-
bilization laws to residential occu-
pancy of a basement apartment in
violation of the existing CO, and on
the other hand asserted the same
violation as a basis for withholding
rent under MDL § 302. While hold-
ing that the letter of the law should
not be strictly enforced in the
extreme circumstance there, as it
would frustrate the underlying pur-
pose of MDL § 302 to ensure safe
housing conforming to duly issued
COs, the court simply required the
tenant to vacate the premises.
Despite the fact that the tenant’s resi-
dential occupancy of the apartment
was in violation of his lease, the
Appellate Division denied the land-
lord’s claim for use and occupancy
because the landlord had consented
to the tenant’s residential use of the
premises.” This decision suggests at
least that where a tenant knowingly
violates his or her lease by making
residential use of an apartment con-
trary to the existing CO, and where
the landlord tacitly consents to such
unlawful use, the tenant may still
assert the illegality of his occupancy
as a basis, under MDL § 302, to with-
hold rent, though possibly not to
avoid eviction.
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Tenants May Withhold Rent
Without Substantial
Evidence of Risk or Prejudice
to Themselves

At least one lower court, in Man-
nino v. Fielder, has held that even a
“legal” tenant in a two-family house
may raise the landlord’s noncompli-
ance with MDL § 325 as a bar to non-
payment proceedings, where the
house is currently occupied illegally
by a third family.10 The landlord
claimed that multiple dwelling regis-
tration under MDL § 325 was not
necessary because a CO covered the
structure as a two-family house with
garage, and the nonpaying tenant
occupied one of the otherwise legal
apartments. However, because the
presence of the third family made
the house a multiple dwelling as
defined in the MDL, the court held
that MDL § 325 must be strictly
applied, and therefore that the
absence of a multiple dwelling regis-
tration precluded the nonpayment
proceeding.11

The Mannino court considered
and rejected the analysis of the Civil
Court in the contrary decision in
Chan v. Kormendi.12 The Chan court
refused to dismiss a nonpayment
proceeding as required by the literal
language of MDL § 325, citing the
inequity of allowing the tenants of a
legal apartment to take advantage of
the presence of a third family, living
elsewhere in the house, in order to
live rent-free, particularly where
there was no allegation of any unsafe
condition.!3 The Chan court also stat-
ed that “arguably” the purpose of
MDL § 325, ensuring that tenants
and governing authorities can readi-
ly contact those responsible for the
operation of a multiple dwelling,
was inapplicable to a two-family
house with an illegal third tenant.!4
But the court in Mannino held that
the overarching legislative concern
underlying MDL § 325, the need for
the city to have notice and maintain
a registry of conditions threatening
public health and safety, applied

because increased illegal occupancy
in a building creates an inherent fire
and safety risk for all tenants in the
building.15 Further, the court held
that tenants are neither responsible
for, nor experts in, detecting unsafe
conditions, and that the inequity
resulting from allowing a tenant to
use MDL § 325 to withhold rent and
denying access to summary nonpay-
ment proceedings to landlords not in
compliance did not justify the court
in ignoring the legislative purpose in
enacting the Multiple Dwelling
Law.16

“[W]hether tenants may
take advantage of these
laws for financial gain,
even where there is no
concrete evidence of a
health or safety risk
remains unresolved,
despite the apparent
inequity that may be
caused to landlords.”

It is unclear how the appellate
courts will resolve this conflict. Some
other courts, citing the absence of
proof of any unsafe condition, as in
Chan, and considering also the fact
that the tenant entered into the lease
fully aware of the technical violation
of the registration or CO require-
ments of the MDL, have concluded
that in such circumstances tenants
could not exploit MDL § 302 or 325
to withhold rent.l” However, the
appellate courts may ultimately
agree with the court in Mannino that
tenants have no burden to prove an
unsafe condition exists; the statutes
in question do not expressly place
such a burden on tenants. Rather,
they place the burden on landlords
to obtain a valid CO from the city,
certifying that a building complies in
all respects with relevant laws, codes
and regulations, and to register as
required by MDL § 325. Therefore
whether tenants may take advantage
of these laws for financial gain, even

where there is no concrete evidence
of a health or safety risk remains
unresolved, despite the apparent
inequity that may be caused to land-
lords.

Landlords May Not Be Able
to Recover Withheld Rent
Even Where Tenants’ Own
Actions Prevent Landlords
from Curing the Violations

What is settled, at the very least
is that, in the extreme case men-
tioned above, where strict adherence
to the letter of the law would subvert
the legislature’s purpose in enacting
the law and otherwise accomplish
injustice, the courts will not strictly
adhere to the law. Concretely, this
means tenants cannot guarantee
themselves ongoing, rent-free occu-
pancy by preventing landlords from
curing or ending the violation that is
the basis of their right to withhold
rent (such as where tenants refuse to
grant landlords access needed to
make necessary modifications).18 In
fact, the Civil Court Act authorizes
the Civil Court to compel removal of
housing violations and to employ
any legally authorized remedy it
deems most expedient to enforce
such standards.1® One court has even
held that, because of the risk to life
and health of emergency workers
and other third parties, even where a
landlord’s unwillingness to make the
required modifications to the struc-
ture of a building or obtain a valid
CO is the principal obstacle to end-
ing the violation, the Civil Court
may instead end the illegal occupan-
cy by evicting the tenant.20 However,
even in situations where the land-
lord is prevented by the tenant’s
presence from curing the violation, it
continues to be unclear whether
courts may depart from the letter of
the law to such a degree as to award
rent or use and occupancy, or may
only direct tenants to vacate.

A cursory reading of Chatsworth
72nd Street Corp. v. Rigal might lead
to the hasty conclusion that the
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Court of Appeals has made clear that
courts may not only direct such ten-
ants to vacate, as needed to cure the
violation, but may even require ten-
ants to pay rent notwithstanding
MDL §§ 302 and 325. But a more
careful reading of the history of that
case reveals that its import is not so
certain. In a per curiam order, the
Court of Appeals upheld the County
Court’s order directing tenants to
pay rent, on the opinion of Civil
Court Judge Shainswit.?! On the
merits of the landlord’s petition in
that summary nonpayment proceed-
ing, Judge Shainswit reasoned,
“where it is the tenant who is pre-
venting that issuance of a Certificate
of Occupancy, it would be the height
of fantasy to permit him to block the
legislative purpose still further by
continuing on indefinitely in rent
free possession,” and concludes
“[w]here Landlord is seeking to rem-
edy the situation, and Tenant is the
one blocking compliance, [MDL §
302] simply has no application.”?2
But in fact, it was not necessary for
the court to reach the merits of that
issue, since its principal and inde-
pendent ground for directing the
payment of rent was that a prior
order to that effect by the Rent Com-
missioner was binding on the Civil
Court as res judicata.23 Accordingly,
the effect of the Court of Appeals’
per curiam order affirming that deci-
sion is less than certain.

While Judge Shainswit resolved
the “Catch 22” by simply ruling
MDL § 302 inapplicable, the subse-
quent Appellate Division decision in
Hornfeld v. Gaare discussed above did
so by directing the tenant to vacate,
but did not direct the payment of use
and occupancy insofar as the land-
lord had consented to tenant’s
unlawful use. The court in Corbin .
Harris, in similar circumstances, like-
wise only ordered the tenant to
vacate.2* This more conservative
approach preserves the legislatively
created incentive for landlords to
legalize non-conforming structures
and register multiple dwellings,
namely the penalty of rent-withhold-

ing. Judge Shainswit’s decision,
intended to avoid subverting the leg-
islature’s purpose, not only sets
aside the mechanism the legislature
created, but also potentially allows
the illegality to continue indefinitely,
to the extent that the tenants are
willing to continue paying rent. Of
course, Judge Shainswit’s decision
was constrained by the res judicata
effect of the earlier Rent Commis-
sioner decision. Once again, the deci-
sion allowing for the collection of
rent notwithstanding MDL §§ 302
and 325 rests on shaky ground.

Novel Theories Yet to Be
Conclusively Tested Would
Leave Courts with Discretion
to Fashion Remedies
Allowing Landlords to
Recover Rent Contrary to
MDL § 325 or 302 to Avoid
the Inequitable Results of
Strict Adherence

Even in cases where strict appli-
cation of MDL § 325 does not clearly
undermine its legislative purpose,
one court has sought to avoid the
injustice caused by rigid application
of the statute, finding instead that
enforcement of the rent-withholding
provision of that statute is a matter
of the court’s discretion. The Civil
Court in Hall v. Burroughs cited an
MDL provision permitting local law
to prescribe penalties and remedies
inconsistent with those in the MDL,
and a provision of the New York
City Housing Maintenance Code
(HMC) stating that where landlords
fail to comply with MDL § 325 they
“shall, in the discretion of the court,
suffer a stay of proceedings to recov-
er rents.”2 As the Hall court
observed, the courts have generally
ignored this discretionary language,
instead viewing MDL § 325 as a
strict bar to rent judgments during
noncompliance. But the Hall court
instead read MDL § 3[4][a] and
HMC § 27-2107(b) carefully as plac-
ing the matter within the court’s dis-
cretion.26 The Hall decision, if fol-

lowed by other courts, would signifi-
cantly free the hands of courts to
allow equity to prevail over strict
application of MDL § 325. But it is
yet to be determined whether this
novel but cogent argument will be
widely adopted by other courts or
upheld on appellate review. Also, it
is important to note that the authori-
ties relied on by the court in Hall
address only the registration require-
ment of MDL § 325, and not the
requirement to obtain a valid CO
enforced by MDL § 302. Even if the
Hall reasoning is followed, it will
likely only allow the courts such dis-
cretion with respect to MDL § 325,
and not MDL § 302.

“Accordingly, though
Corris is presently the law
in the First Department,
there is reason to doubt
whether the analysis in
Corris will be upheld by
the Court of Appeals.”

Another novel theory to avoid
the inequities occasioned by these
statutes, affirmed by the Appellate
Division, First Department in Corris
v. 129 Front Co., is that whatever the
statutes may say about the relief that
may be granted to landlords, they do
not preclude the Supreme Court
from making the payment of rent a
condition on the use of its equitable
powers to grant injunctive relief to
tenants.2” Arguably, though, as Judge
Sandler states in an opinion dissent-
ing in part, the majority opinion in
that case creates an inducement for
landlords to violate the law, causing
tenants to seek an injunction in
Supreme Court, in order that land-
lords may gain substantially the
same relief that the law prevents
them from seeking directly.28 Accord-
ingly, though Corris is presently the
law in the First Department, there is
reason to doubt whether the analysis
in Corris will be upheld by the Court
of Appeals.
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Conflicting Decisions Leave
Uncertain the Availability
of Summary Holdover
Proceedings for Possession

Leaving aside the question of
whether landlords may recover rent
or use and occupancy, a separate
question is whether, in many circum-
stances, landlords may bring sum-
mary proceedings at all. Decisions
conflict on this question as well,
despite the seemingly plain meaning
of MDL §§ 302 and 325. At least it is
uncontroversial that while landlords
may not be able to recover rent or
use and occupancy, neither MDL §
302 nor MDL § 325 bars ejectment
actions in Supreme Court on
grounds other than nonpayment of
rent.2® This, however, is little conso-
lation if landlords must incur the
added expense and delay of actions
in Supreme Court, and receive no
rent or use and occupancy during
the period of months or years before
their case is decided. MDL § 302, by
its terms, bars only actions and spe-
cial proceedings based on nonpay-
ment of rent, and MDL § 325 men-
tions only the withholding of rent.

Some courts have assumed that
failure of a landlord to register under
MDL § 325 bars not only summary
nonpayment proceedings, but sum-
mary holdover proceedings as
well.30 Notwithstanding the lack of
any such provision in the statute
itself, there is apparently some basis
for such a holding in the Civil Court
Rules, which provide that in every
summary proceeding for possession
under Real Property Actions and
Proceedings Law § 711, landlords
must allege either that the premises
are not a multiple dwelling or that
they are properly registered as a
multiple dwelling.3! The rule makes
no distinction between proceedings
for possession based on nonpayment
of rent and those based on other
grounds, such as holdover proceed-
ings. As to the CO requirement of
MDL § 302 (to be distinguished from
the registration requirement of MDL
§ 325), at least one court, in Lee v.

Gasoi, held that the statute by its
terms refers only to nonpayment
proceedings, and so does not bar
summary holdover proceedings.32
Unfortunately, however, that deci-
sion was affirmed without opinion by
the Appellate Division, First Depart-
ment. Therefore, whether these
statutes and court rules and local
enabling laws bar only summary
nonpayment proceedings, or all
summary proceedings for possession
in general, remains unresolved, and
whether such broader restriction
applies only to the registration
requirement of MDL § 325, or also to
the CO requirement of MDL § 302.33
Some landlords may continue to be
compelled to bring actions in
Supreme Court to evict holdover
tenants, without receiving use and
occupancy during the years their
action is pending in Supreme Court.

“llln the most common
circumstances, conflicting
lower court decisions and
a paucity of appellate
guidance leaves landlords
without clear indication as
to the limits of their rights
and remedies.”

Conclusion

Courts have been able to rule out
certain attempts to expand the appli-
cation of these statutes simply by
strict adherence to their plain lan-
guage. Neither statute gives tenants
a right to recover rent once they
have voluntarily paid it.3* While the
rent-withholding provisions do
apparently apply equally to commer-
cial and residential tenants in struc-
tures meeting the definition of multi-
ple dwellings, they are not otherwise
available to commercial tenants in
other structures.3> Further, the
statute will not be read liberally to
apply to the unlawful conversion of
residential space to commercial space,
where the conversion does not affect
the remaining residential space.3¢

However, in the most common
circumstances, conflicting lower
court decisions and a paucity of
appellate guidance leaves landlords
without clear indication as to the
limits of their rights and remedies.
The possibility remains that despite
tenants’ prior understanding that the
proposed occupancy is prohibited,
even where it violates express lease
terms, tenants can use that illegality
to withhold rent. Even “legal” ten-
ants covered by a valid CO for a
two-family house potentially may
use the unlawful presence of a third
family in a garage or basement
apartment as grounds for withhold-
ing rent, even where there is no con-
crete evidence of a health or safety
risk or nuisance to the legal tenant.
Moreover, even where tenants them-
selves, by their refusal to vacate or
grant access, prevent landlords from
curing a violation, landlords may be
able to recover possession, but not
rent or use and occupancy. Novel
theories that the courts have the dis-
cretion to allow equitable considera-
tions to override the strictures of a
statute in these cases are largely
untested. Finally, despite the plain
language of these statutes, landlords
may be barred from bringing sum-
mary proceedings for possession,
even on grounds other than nonpay-
ment.
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and 285. See 902 Associates, Ltd. v. Total
Picture Creative Services, Inc., 144 Misc.
2d 316, 547 N.Y.S.2d 978 (App. Term. 1st
Dep’t 1989).
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10.

11.

12.

13.

14.

15.

16.

17.

18.

99 Misc. 2d at 520 (App. Term. 1st Dep’t 19. New York Civil Court Act §§ 203[n], 31.  Uniform Civil Rules for the New York
1979). 110[a][7], 110[c]. City Civil Court § 208.42[g] (22
130 A.D.2d 398, 515 N.Y.5.2d 258 (App. 20.  Sorensen v. Ramon, N.Y.L.J., May 17, 2000, N-YCRR. 208.42[g]).
Div. 1st Dep’t 1987). p- 34, col. 1 (Civ. Ct., Richmond Co.). 32. 113 Misc. 2d 760, 761, 449 N.Y.S.2d 837,
. , 838 (Civ. Ct., N.Y. Co. 1982), aff'd, 126
130 A.D.2d at 400 (App. Div. 1st Dep’t 21.  35N.Y.2d 984, 324 N.E.2d 984 (1975).
1987) at 400 (App. Div. 1st Dep > ' (1975) Misc. 2d 719, 488 N.Y.S.2d 628 (App.
: 22. 71 Misc. 2d at 653, 351 N.Y.S.2d at 611 Term., 1st Dep’t 1984), aff'd, 119 A.D.2d
165 Misc. 2d 605, 629 N.Y.S.2d 651 (Civ. (Civ. Ct., N.Y. Co. 1972). 1016, 501 N.Y.S.2d 290 (App. Div., 1st
Ct, Kings Co. 1995). 23. 71 Misc.2d at 651 (Civ. Ct,, N.Y. Co. Dep't 1986)
Ne"‘f \.{ork Mul‘tiple Dwe}ling Law § 4[7] 1972). 33.  See Mannino v. Fielder, 165 Misc. 2d 605,
(defining multiple dwelling). 24, 92 Misc. 2d 480, 483-84, 400 N.Y.S.2d 309, 609, 629 N.Y.5.2d 651, 653-54 (Civ. Ct,,
118 Misc. 2d 1026, 462 N.Y.S.2d 943 (Civ. 311-12 (N.Y.Sup.Ct., Kings Co. 1977), Kings Co. 1995) (finding no consistent
Ct., Queens. Co. 1983). appeal dismissed, 64 A.D.2d 620, 406 treatment of this question).
118 Misc. 2d at 1031-32 (Civ. Ct., Queens N.Y.5.2d 995 (App. Div. 2d Dep’t 1978). 34.  See Stanley Associates v. Marrero, 87 Misc.
Co. 1983). 25. 159 Misc. 2d 481, 604 N.Y.S.2d 684 (Civ. éd 1(0211/ 101?& 381691;16;{3/&; ?5?»5955 (Civ.
. . Ct., Kings Co. 1993); New York Multiple t, ueens L.o. ; Wokal v. sequin,
1C1§ 1;/;155 2d at 1033 (Civ. Ct., Queens Dwelling Law § 3[4][a]; New York City 167 Misc. 463, 465, 4 N.Y.S.2d 86, 88
o ) ' Housing Maintenance Code § 27- (Mun. Ct., Queens Co. 1938).
}SSSMlsC. 2d at 610 (Civ. Ct., Kings Co. 2107(b). 35.  See Phillips & Huyler Assocs. v. Flynn, 154
) 26. 159 Misc. 2d at 484 (Civ. Ct., Kings Co. Misc. 2d 689, 585 N.Y.5.2d 975 (Civ. Ct,,
165 Misc. 2d at 610-11 (Civ. Ct., Kings 1993). N.Y. Co. 1992), aff'd, 164 Misc. 2d 689,
Co. 1995). . 585 N.Y.S.2d 975 (App. Term. 1995), aff'd,
27.  Corris v. 129 Front Co., 85 A.D.2d 176,
. . 225 A.D.2d 475, 640 N.Y.S.2d 26 (App.
Stanley Associates v. Marrero, 87 Misc. 2d 178-80, 447 N.Y.S.2d 480, 482-83 (App. ; , .
- . ’ 4 PP Div. 1st Dep’t 1996); Elizabeth Broome
1011, 1013, 386 N.Y.S.2d 953, 955 (Ciwv. Div. 1st Dep’t 1982). . o
Ct., Queens Co. 1976); Lipkis v. Pikus Re.alty Corp. ©. China Printing Co., 157
su 'm 99 Misc. 2d at 5'20 (A Term/ Ist 28. 85 A.D.2d at 181-82 (App. Div. 1st Dep’t Misc. 2d 572, 574, 598 N.Y.S.2d 138, 139
Df ’t’ 1979) ’ PP ’ 1982, Sandler, J., dissenting in part). (Civ. Ct, N.Y. Co. 1993); Ying Lung Corp.
p ’ 29 See All T lev. 110 A.D.2d 674 0. Medrano, 123 Misc. 2d 1074, 1075, 475
See Chatsworth 72nd Street Corp. v. Rigal, : 42‘37 N i{ygezz 686"”26% Div 5d Denrt N.Y.S.2d 772, 773 (Civ. Ct., N.Y. Co.
71 Misc. 2d 647, 336 N.Y.S.2d 604 (Civ. Lo (App. Div. 2d Dep’t 1984).
Ct., N.Y. Co. 1972), aff'd, 74 Misc. 2d 298 1985); Jordan Manufacturing Corp. v. Zim-
. N.Y. Co. , ’ . ©r merman, 169 A.D.2d 815, 816, 565 36.  See Washington Square Professional Build-
345 N.Y.S.2d 355 (App. Term. 1973), aff'd, ) . .
N.Y.S.2d 184 (App. Div., 2d Dep’t 1991); ing, Inc. v. Leader, 68 Misc. 2d 72, 74, 326
43 A.D.2d 686, 351 N.Y.S.2d 636 (App. ; :
Div. 1st Dep’t 1973), aff'd, 35 N.Y.2d 984 99 Commercial Street, Inc. v. Llewelyn, 240 N.Y.S.2d 716, 718-19 (Civ. Ct., N.Y. Co.
; ! . A.D.2d 481, 483, 658 N.Y.S.2d 130, 132 1971).
324 N.E.2d 984 (1975) (Court of Appeals . , .
L ;s - (App. Div. 2d Dep’t 1997), leave denied,
affirming on opinion of Civil Court .
Judge Shainswit); B.S.L. One Owners 90 N -Y.2d 809, 686 N.E.2d 1366 (1997); R. Randy Lee, managing part-
Corp. v. Rubenstein, 159 Misc. 2d 903, 606 160171;”&5 ?stuéﬂﬁl;fAZSS AD..D.22dd2[9)3/ %t94r ner of Lee & Amtzis, LLP, a New
. . Y.S. . Div,, e . . .
N.Y.S.2d 979 (Civ. Ct., Richmond Co. ) pp p York law flrml is President of Lee-
1994); Hornfeld v. Gaare, 130 A.D.2d 398 1998); J.Z. & A.E. Realty Corp. v. Putnam, .
’ ' / e 258 A.D.2d 442, 684 N.Y.S.2d 610, 611 wood Real Estate Group, Chairman
400, 515 N.Y.S.2d 258, 260 (App. Div. 1st Abp. Div. 2d ]’) '+ 1999 4 A
Dep’t 1987); Corbin v. Harris, 92 Misc. 2d (App. Div,, ep’t )- of the BO?rd. of The Bulldlng Il.ldus'
480, 483-84, 400 N.Y.S.2d 309, 311-12 30. Mintz v. Robinson, 81 Misc. 2d 447, 447, try Association of New York City,

(Sup. Ct., Kings Co. 1977), appeal dis-
missed, 64 A.D.2d 620, 406 N.Y.S.2d 995
(App. Div. 2d Dep’t 1978).

366 N.Y.S.2d 547, 548 (Civ. Ct., Kings Co.
1975). See also Vidod Realty Co. v. Calvin,
147 Misc. 2d 488, 491-92, 557 N.Y.S.2d
825, 827-28 (Civ. Ct., Bronx Co. 1989).

Inc. and a Member of the Executive
Committee of the National Associa-
tion of Homebuilders and Chair-

man of its Legal Action Committee.
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The Demons of Recordation

By Bernard M. Rifkin

Some of us who are senior citi-
zens may remember a list of 100
words that were commonly mis-
spelled. The list was called “100
Spelling Demons.” One of our more
intrepid counsel, William B. Caits,
based on his experience as a title
expert, developed a list of the most
common errors or lapses in con-
forming documents to the require-
ments of the recording offices in
New York State. These offices are in
all counties, the various county
clerks’ offices, except for four coun-
ties in New York City (New York,
Kings, Bronx and Queens), and the
City Register. The list which follows
may help save you the annoyance,
and perhaps the legal liability,
involved in not being able to timely
record real estate conveyances and
related documents.

This list includes issues involv-
ing the Real Estate Transfer and
Mortgage Recording Taxes imposed
by the city of New York as well as
the state of New York. The require-
ments noted are also generally
applicable to local recording
requirements (i.e., city of Yonkers,
Mount Vernon and the Peconic Bay
area). The following rules are often
implemented administratively by
recording officers to expedite the
local recording process.

1. Notary stamp must be crys-
tal clear. (Dark, but not
bleeding through.)

2. ALL mortgages MUST have
the property improvement
clause.

3. If a deed is from or to an
executor or trustee of a will,
the will should be attached.

4. Address of premises MUST
be at bottom of first page of
deed AND Satisfactions and
Assignment of Mortgages
and Consolidation Agree-
ment and everything.

5. Addresses of ALL parties
must be after their names at
the beginning of instru-
ments.

6. Instruments MUST be dated.

7. New form of acknowledge-
ment MUST be used.

8. Names MUST be printed
under the signatures.

9. “Recording and Endorse-
ment Page” MUST be COM-
PLETELY filled out with the
following information:

a. Number of pages;

b. County (if not pre-

printed);

c. Block;

d. Lot;

e. Address of premises;

f. Title Company name;

g. Title Number;

h. R & R box;

i. Parties WITH ADDRESS-
ES.

10. If the document needs one,
attach Tax Law § 255 Affi-
davit (generally for modifica-
tion, extensions, spreaders
and consolidations of mort-

gage).

11.

12.

13.

14.

15.

16.

If recording a memo of lease,
attach:

a. RPT (NYC);
b. TP-584;
c. FULL copy of lease;

Assignment of Leases MUST
have complete mortgage
chain in document AND Tax
Law § 255 Affidavit.

Fill in ALL tables and boxes
on the NYC RPT and TP-584
including but NOT LIMIT-

ED to:

a. Social Security or
Employer ID Number;

b. Date of transfer;
c. Percentage transferred;

d. Percent which is residen-
tial;

e. ALL Lot Numbers;

f. Condition of transfer;
g. Type of property;
h. Details of consideration

(and don’t be shy about
putting O’s where appli-
cable).

Attach a copy of the contract
if the purchase price is
$400,000 or more.

If signed pursuant to a
Power of Attorney, print
under the signature who is
signing for whom.

If the signatory is not an
individual, print his or her
capacity next to or under the
printed name.
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17.

18.

19.

20.

21.

22

23.

24.

25.

26.

27.

Make sure the deed (or mort-
gage) has a description.

On SATS, full and logical
mortgage chain is needed.
All assignments, consolida-
tions with all parties” names
in FULL EACH TIME. No
shortcuts (i.e., “CHASE”) are
allowed. Put county of
recording for EACH instru-
ment. This applies also to
Assignments, Consolida-
tions, Modifications, Exten-
sions, Spreaders, etc.

Do not put “00” as a year
anywhere. Use “2000.”

Fill in the addresses of ALL
parties on the documents,
NYC RPT and TP-584.

Fill in the Social Security
Number or the ID Number
on the signature page of
NYC RPT and TP-584.

. If the premises is NOT a

multiple dwelling, attach the
“Affidavit in Lieu of Regis-
tration.” This is required for
deeds and Assignment of
Lease.

Check a box on Schedule C
of the TP-584 (Credit Line
Mortgage info.).

Copies of documents cannot
be recorded.

DO NOT have the witnesses’
signature (if any) notarized.

Don’t abbreviate the county
on acknowledgments. Write
“Westchester,” NOT “West.”

Signature lines and printed
lines on RPT and TP-584
MUST match exactly. (Don't
print “Estate of John Smith”
and write John Jones, Execu-
tor”). The same applies to
Housing Preservation
Department and Smoke
Detector forms.

28. PRINT NEATLY. DON'T
SCRIBBLE!

29. There is no such entity as
“Estate of Muriel Mutter-
perl.” Neither in deeds,
mortgages, NYC RPT,
TP-584, etc. NOWHERE!

30. Make sure deed has block;
lot (or lots) and CORRECT
condominium percentage of
common elements.

31.In New York City (counties
of Kings, New York, Bronx
and Queens), on SATS,
Assignments, Consolida-
tions, etc., DON'T put down
on the mortgage chain that
documents were recorded in
the “County Clerk’s” or in
the “Recorder’s” office. They
are recorded in the CITY
REGISTER'’S office.

32. Make sure assignments of
mortgage have § 275 lan-
guage. There is a require-
ment that either the mort-
gagor or any other party
having knowledge (and so
asserts) must state that the
assignee is not acting as a
nominee of the mortgagor
and that the mortgage con-
tinues to secure a bona fide
obligation or “This assign-
ment is not subject to the
requirements of section two
hundred seventy-five of the
real property law because it
is an assignment within the
secondary mortgage mar-
ket.”

33.If RPL § 275 language is
done by a separate affidavit,
it must be affixed within the
Assignment of Mortgage and
not to the front (like a Tax
Law § 255 Affidavit). Also,
count the RPL § 275 pages as
pages to be recorded.

34.

35.

36.

37.

38.

39.

40.

41.

42.

43.

Put the names of the original
parties (borrower and
lender) on an assignment of
mortgage.

To RE-RECORD a mortgage,
modification agreement, con-
solidation, and extension
agreement, spreader: you
need a Tax Law § 255 affi-
davit.

NYC RPT and TP-584 MUST
be signed.

Place parties’ names at the
beginning of all documents
NOT “the undersigned.”

If a transaction involves
more than one condo unit in
a building, and the parties
want to obtain the LOWER
rate for the RPT and mort-
gage tax, an architect’s or
engineer’s certificate MUST
accompany the papers to say
that the units have been or
will be combined into ONE
unit with only one cooking
facility.

Notary stamps MUST be
UNDER the acknowledg-
ment, NOT over it or next to
it.

If an instrument is a mort-
gage with consolidation lan-
guage within it, it STILL
needs the property improve-
ment clause.

Surrenders of Leases need
NYC RPT and TP-584.

Assignments of Lease need
NYC RPT and TP-584.

If a document covers more
than one lot, put just ONE
lot on the endorsement page
and put the others with the
block(s) and respective
addresses on a separate
page. Put “see attached” on
the endorsement page to
refer to the other lot(s).
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44. Names at the beginning of
documents MUST match
exactly the signatures,

including but not limited to

middle initials. Also, the
name in the acknowledg-

ment MUST match the other

two places.

45. Do not accept for recording

any document executed in

front of a N.Y. notary that is
dated 9/1/99 or later unless

it has the NEW uniform
acknowledgement.

46. If signed by an attorney-in-

fact, print his or her name
below the signature and
print “pursuant to a Power
of Attorney dated

and intended to be recorded

simultaneously herewith.”

47.

48.

49.

If a party to a document is
an Executor, Trustee or
Administrator, you MUST
recite date of death, county
of death and index number
of the Surrogate’s Court file.

If an SAT is signed by heirs
(distributees) of a decedent,
you MUST recite date of
death, county of death, that
the decedent died intestate,
that no administrator has
been appointed and that the
signatories are ALL of the
heirs.

If a lease or memo of lease is
to be recorded, it MUST con-
tain a commencement date
and an expiration date. You
CANNOT say it will com-

50.

51.

mence when a Certificate of
Occupancy is issued or any
other indefinite term. They
want EXACT dates. This is
NOT negotiable with the
city.

NYC RPT and TP-584 MUST
accompany a lease or memo.

If an assignment of mortgage
(or any instrument affecting
a mortgage) is recorded at
the same time as the mort-
gage, state that the mortgage
is “being recorded simulta-
neously herewith.” NOT “to
be recorded.”
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Conveyancing (Deeds): An Annotated Outline
By James M. Pedowitz

General

1. Conveyancing is the act of

performing the various func-
tions relating to the transfer of
real property. Although it
includes examination of title
and the preparation of many
forms of documents, the deed
is probably the most crucial of
conveyancing documents, and
this material will deal prima-
rily with that document.

. Most deeds are prepared on a

printed form. It appears to be
simple—deceptively so. You
must:

¢ Understand the purpose to
be accomplished.

* Assemble the necessary
information.

* Choose the proper printed
form.

* Understand the choices to
be made in completing and
supplementing the printed
deed form.

* Familiarize yourself with all
applicable statutory require-
ments, both for the deed
and the supplementary
required documentation,
ie.:

New York State— TP 584
and
TP 584.1

New York State— RP 5217

If the property is in New York
City, i.e.

New York City— RPT

New York City— Owner’s
Registra-
tion Card

If the property is in Yonkers,
Mount Vernon, the five towns

of the Peconic Bay Region on
Long Island, or Erie County,
there are separate transfer tax
forms to complete and taxes

to pay.!

Il. Preliminary Data

Before attempting to prepare the
deed, assemble and ascertain as
much as possible of the following
documents and information:

1.

2
3.
4

10.

Purpose of the deed.

. Prior deed or title policy.

Survey?

. Name, address, Social Securi-

ty number or employer iden-
tification number of all par-
ties. If multiple grantees—
proportions and type of own-
ership desired.

Current tax bills.

Tax exemption information,
i.e.,, STAR, senior citizen, vet-
eran, other?

Existing mortgages and dis-
position, if any, and credit line
mortgages?

Determine and advise as to
transfer taxes payable.

Any document(s) signed dur-
ing ownership, i.e., boundary
agreement, deed made or
received, affidavits or con-
sents signed.

If decedent’s real property,
did decedent die testate or
intestate?

(a) Date and place of death—
death certificate—Letters
Testamentary or of
Administration.

(b) Probate or administration
data, if any.

(c) Was the property held by
the entirety, or as a joint
tenant?

(d) Determine if an Execu-
tor’s or Administrator’s
deed can properly be
used.

Form of Deed

1. Any form of deed will convey

the grantor’s interest in the
subject real property if the
property is adequately
described, the deed duly exe-
cuted and delivered.2

. “Deeds” are not defined in

the Real Property Law (RPL).
RPL § 240 defines a “con-
veyance” as every instrument
other than a will by which an
estate or interest in real prop-
erty is created, transferred,
assigned or surrendered.

. A deed must be in writing,? in

English,* contain a specific
grantor and grantee, a proper
designation of the property
transferred, recital of consid-
eration (preferable) and oper-
ative words manifesting an
intent to convey. It need not
follow any exact or prescribed
form of words.5

. RPL § 258 gives short forms

for most forms of deeds. The
statutory forms are permis-
sive only and not mandatory.¢

. The statutory forms are:

(a) Deed with Full
Covenants. It not only
conveys but covenants as
to seisin and right to con-
vey; quiet enjoyment;
freedom from encum-
brances; agreement to
execute or procure further
assurances of title; and a
warranty of title. A Full
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Covenant and Warranty
Deed will also convey an
after-acquired title. RPL §
253 gives statutory con-
struction of these
covenants.

(b) Bargain and Sale Deed
(Without Covenant
against Grantor) conveys
without covenants.

(c) Bargain and Sale with
Covenants against
Grantor includes: “That
he (it) has not done or
suffered anything where-
by the said premises have
been encumbered in any
way.”

(d) Quitclaim Deed merely
remises, releases and
quitclaims whatever the
grantor has. If grantor has
title, it effectively conveys
all of the title.” Its use
may raise some questions
as to reason for its use.’

(e) Executor’s Deed recites
the power and authority
to convey given by the
will, and also includes
any individual interest of
the executor.

(1) Administrator’s Deed
is similar to the
Executor’s Deed.

(f) Referee’s Deed in foreclo-
sure recites appointment
and the judgment of fore-
closure and sale pursuant
to which it is made.?

(g) Referee’s Deed in Parti-
tion recites appointment
and the judgment in the
action.10

Other Forms:

Deeds by Trustee, Sheriff,
Guardian, Special Guardian,
etc., are basically one of the
statutory forms with appro-
priate recitals or modifica-
tions.

IV. Dates on Deeds

1. Execution, Acknowledgment

and Recording;:

(a) Lack of date of execution
or that the date is erro-

neous does not invalidate
the deed.l!

(b) The date on the deed is
prima facie the date of its
execution,'? and of its
delivery.’3 That presump-
tion, however, may be
rebutted by evidence.14

(c) See § 291 of Real Property
Law for definition of
“purchaser” under the
Recording Act. Judgment
creditor is not a purchas-
er,'> and money judg-
ments filed before deed
are recorded but after
judgment debtor deliv-
ered deed is not a valid
lien against purchaser for
value.

V. Grantor and Grantee

1. Grantor and grantee must be

named or be definitely ascer-
tainable for deed to be opera-
tive as conveyance.16

Street addresses are required

by RPL § 333.

Name of grantor should be
identical with name used in
acquiring title; otherwise
identity is questionable; dis-
crepancies or changes should
be explained by a recital; i.e.,
A.B.C. Corporation (successor
by merger to XYZ Corpora-
tion), etc.

Multiple grantees:
(a) Tenants in common.

(b) Joint tenants—including
unmarried persons incor-
rectly identified as hus-
band and wife.l”

(c) Tenants by the entirety
(married persons only),

whether or not identified
as such.18

Joint tenancy and tenancy
by the entirety require the
four unities of time, title,
interest and possession.
Each joint tenant has one
and the same interest by
one and the same con-
veyance made at one and
the same time and held
by one and the same pos-
session. Tenancy by the
entirety also requires that
they be husband and wife
at the time of acquisition.

(d) Husband and wife can
acquire as Tenants in
Common or Joint Tenants
if deed so specifically
provides.

Consideration

1. Not essential to validity,!® but

may affect status of “purchas-
er for value” or rights of
grantor’s creditors.

Recitals in deed:

(@) Deed from a fiduciary
should recite the full
actual consideration.20

Actual consideration
need not be stated in
deed from one other than
a fiduciary.2!

(b) Presumptive evidence of
consideration by recital.22

Kinds of consideration
include love and affection,23
marriage,?* and agreement to
support.2

Failure to pay complete con-
sideration may result in an
equitable vendor’s lien.26

Granting Clause

Operative words of con-
veyance or grant are
required,?” but precise words
or phrases are not necessary
so long as the intent to con-
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vey is manifested.28 See lan-
guage of deed forms in RPL §
258.

The deed will convey all of
the estate and interests of the
grantor unless the intent to
convey a lesser interest is
clearly expressed.??

VIIl. The Description

1. Adequacy. The legal descrip-

tion should be sufficient to
identify the property with
reasonable certainty from a
reading of the entire deed.30

Purpose is to identify the par-
cel of land to be conveyed
with reasonable certainty.3!

(a) Parole Evidence is admis-
sible to remove uncertain-
ty and ascertain intention
of parties,32 but not
admissible if description
leaves no doubt or uncer-
tainty.33

Types of descriptions:
(a) Lot on filed map.3*
(1) Reference to tax map.

(b) Reference to bounding
owners.

(c) Metes and bounds (cours-
es and distances) which
are more precise.3

(d) A general description of
real property, rather than
a metes and bounds or lot
number description, is
permissible in a deed pro-
vided it adequately iden-
tifies the property.36

Description pointers:

(@) The fixing of the begin-
ning point is crucial to a
good description.?” In
some cases, a “same as”
recital cures or clarifies a
defective description,38
but it can also diminish
the estate when the prior
conveyance included is

(b)

(©)

(d)

(e)

()

(8)

(h)

less than the entire
estate.3

Monumentation prevails
over courses and dis-
tances where there is a
discrepancy—stones,
trees, sides of streets,
streams and other physi-
cal features,40 but the
intention of the parties
will prevail 4!

Use of “more or less”
does not materially affect
the description or its mar-
ketability.42

Ambiguities are usually
resolved in favor of the
grantee.*3 The courts
strive to ascertain the
intention of the parties.

A “same as” clause can
either refer to the descrip-
tion in a prior deed, or to
the estate granted in that
prior deed. Careful draft-
ing is essential. A defec-
tive description may be
cured by proper recital in
the deed.#

Street Numbers. It is dan-
gerous practice to
describe real property in
a deed by only reference
to the street number,
though it may be suffi-
cient if other evidence is
produced to identify the
property.4>

Attaching Survey to
Deed. A survey may be
attached to the deed if it
is on legal size paper, leg-
ible and of sufficient size
for easy reading after
photocopying, and does
not relate to a subdivi-
sion.46

Errors and Defects.
Words that are not neces-
sary or essential to a
description may be disre-
garded as superfluous.#”

(i) Caveat: A description of a
landlocked parcel may
create an easement by
necessity over remaining
lands of grantor.

() Caveat: Implied ease-
ments can also be created
that may also affect the
grantor as to a use that is
of value and physically
apparent.

IX. Additional Clauses
1. Exceptions—that which is

excluded from the con-
veyance, though apparently
included in the description as
“excepting” part of land con-
veyed.

Location of Excepted Proper-
ty. Where a part of the real
property described in the
deed is excepted from the
conveyance, an accurate
description of the excepted
parcel is essential to assure an
accurate description of what
the deed is intended to con-
vey.48

Reservations—something
included within the con-
veyance but taken back out of
it—as “reserving” a life estate
or easement.

Note: A reservation of a
power in the grantor to
change the grantee, or the
remainder grantees after a
reserved life estate has been
utilized by some estate plan-
ners. This unconventional
device can create serious
marketability problems
because the new grantee’s
title is retroactive to the
effective date of the original
deed in which the power was
created.®

“Subject to” Clauses—matters
to which the property con-
veyed is subservient to, as
encumbrances of various
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kinds—i.e., mortgages, ease-
ments, restrictions, etc.

. Covenants, Restrictions and
Assumptions—some obliga-
tions assumed by the grantee
may be personal only, or may
also continue to bind the land
if they touch and concern the
land, thereby treated as “run-
ning with the land.” Similar
rules are applied to restrictive
covenants imposed in a deed.

24. Habendum Clause

Not as important today as in
early common law but should
be read with the granting
clause since it can explain or
qualify what estate was

stamped or otherwise placed
on the deed.>*

. Attorney-in-Fact should exe-

cute deed in principal’s name
as Attorney-in-Fact, to wit:

(Principal)

Attorney-in-Fact

Care should be taken to
assure that the power of attor-
ney is still effective at the time
of delivery. Mere recitation in
deed is insufficient.>

(a) Power of Attorney should
be recorded.56

4. Unacknowledged and Defec-

tively Acknowledged Deeds.
An unacknowledged or unat-
tested deed is still valid and
enforceable between the par-
ties.63

. Attested Execution (Subscrib-

ing Witness).t* A deed can be
attested to by a subscribing
witness who does so at the
same time that the deed is sub-
scribed by the grantor. The
acknowledgment is made by
each subscribing witness on a
special form set forth in RPL §
309-a.

. Foreign Acknowledg-

ments®>—usually before a
U.S. Consular Officer who

intended.50 Note: See GOL §§ 5-1501 et seq.

as to statutory forms. signs an Apostile attached to

However, where there is an the document.

irreconcilable difference Xll. Acknowledgment

7. Military Acknowledgment.66

between the two clauses, the
granting clause prevails.>!

However, this is a rule of con-
struction and not of property
and where the clear intention
of the grantor can be dis-
cerned from the entire body
of the deed, the construction
must yield to the intentions of
the parties.52

Trust Clause Provision

Lien Law § 13 gives laborers
and materialmen who
improve real property priority
over conveyance made during
the improvement or within
four months after completion.
However, if the deed contains
the required statutory lan-
guage, the grantee or mort-
gagee has a priority over
unfiled mechanics’ liens as of
time of recording of deed.

Execution of Deed

Deed must be subscribed by
grantor or lawful agent
authorized by writing.3

. Signature can be any mark or
sign printed, written,

Acknowledgment is necessary
for recording and protection
against a subsequent purchas-
er,%” even if that purchaser has
knowledge of the prior deed
and is not a bona fide pur-
chaser.58 An unacknowledged
or defectively acknowledged
deed properly delivered
effectively transfers title as
between grantor and
grantee.?

. After 15 years, a deed defec-

tively acknowledged but
accepted for recording is
deemed to have become duly
acknowledged except as to
another deed to a bona fide
purchaser from grantor
recorded within the 15-year
period.60

. Deeds acknowledged outside

the state of New York no
longer require a certificate of
the authority of the Notary
Public attached thereto.6!

. Effect on Recording and Law

of Evidence. A deed cannot be
recorded unless its execution
is either acknowledged or
attested.6?

XIV. Delivery and Acceptance
1. To convey title by deed, there

must be an unconditional
delivery of the deed to the
grantor and an unconditional
acceptance by the grantee
together with a mutual intent
to pass title.6”

(a) There must be an uncon-
ditional acceptance or
intention to accept by the
grantee.t8

(b) Acknowledgment and
recording is prima facie
proof of delivery.®?

(c) Delivery in escrow can be
a delivery if the docu-
ment is out of control of
grantor.

. Presumptions of Delivery.

Presumption of delivery
and/or acceptance occurs on
establishment of certain facts,
though such presumptions
are not conclusive and may
be rebutted by proof of facts
inconsistent with intention to
cure transfer of title.”0
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3. Presumption of Acceptance.

There is a presumption that a
deed was delivered and
accepted on the execution
date in the deed.”?

. Redelivery After Acceptance.

Once title has passed by
delivery and acceptance of
the deed, though not record-
ed, title may not be returned
by redelivery to grantor of the
same deed.”?

XV. Prerequisites to Recording

Deeds

When a deed is presented to
the County Clerk or City Reg-
ister for the purpose of
recording, in addition to
proper indexing instructions,
the following documents are
also required before the
County Clerk or City Register
can record the deed:

. Deed requirements compli-

ance.”3

Caveat: Deed is not properly
recorded until properly
indexed.”4

2. Credit Line Mortgage Certifi-

cate.”5

are deducted®? on trans-
fers of 1-3 family
dwelling, individual resi-
dential condo or co-op.

(f) Exemptions (Tax Law §
1405):

(1) Deeds to United
States, New York
State, United Nations,
etc.

(2) Correction or confir-
mation deeds, etc.

(3) Tax sale deeds.

(4) Mere change of iden-
tity deeds.

(5) Deeds of partition.

(6) Contract of sale,
without use and
occupancy.

(7) Option or contract to
purchase (with use of
occupancy) for less
than $200,000 where
grantor used the
property (1-3 family,
individual residential
condo or co-op) as
personal residence.

(c) City of Mount Vernon—
1% of gross consideration
in excess of $100,000.

(d) Erie County—Surcharge
on New York State Trans-
fer Tax of additional $5.00
per $1,000, except for 1-2
family dwelling owned
and occupied for at least
one year prior to transfer
by a person over age 62.

(e) Broome County—Addi-
tional $0.50 for each $500
of gross consideration—
added to the $2.00 New
York State tax, making it
a total of $2.50 per $500.

(f) Peconic Bay Region—
Towns of East Hampton,
Southampton, Riverhead,
Southold and Shelter
Island.

(1) Separate tax return
similar to TP-584 is
prepared.

(2) Exemptions vary in
each town and differ
for improved and
unimproved proper-
ties.

(g) Additional Mansion Tax

(1% of gross) on residen- XVI. Correction and

3. Real P ty T fer F .
S pety Hransiet Torm Confirmatory Deeds

(RP-5217).76

. Transfer Taxes—N.Y. State—

Article 31, Tax Law §§
1400-1410.77

(a) Rate: $2.00 for each $500
of purchase price or frac-
tion thereof.

(1) See special $1.00 pro-
visions as to certain
REIT transfers.”8

(b) Grantor liable therefor.”

(c) Imposed at time of deliv-
ery.80

(d) No tax if consideration
$100 or less.81

(e) Liens existing before and
remaining after delivery

tial real property or inter-
est when consideration is
$1 million or more.83

5. City, County and Other Trans-

fer Taxes:

(a) New York City—Tax Law
§ 1201(b)(I) and Chap. 21,
Tax Law §§ 11-2101-2118,
New York City Adminis-
trative Code—ranging
from 1% to 2.625% of
gross consideration
depending on type of
property and whether
gross consideration is
under, at, or over
$500,000.

(b) City of Yonkers—1.4% if
gross consideration is
over $25,000.

1. A correction deed is used to

correct mistakes in a prior
deed. It is suggested that the
correction deed be executed
and acknowledged by both
grantor and grantee, to evi-
dence its acceptance, especial-
ly if the grantee may get
something less or different
than what was contained in
the original deed.

. There should be an adequate

recital in the correction deed
explaining the correction, and
dated its actual date, “but as
of (date of original deed).”

. The correction deed prevails

over the original deed, and is
effective as of its original
date.84
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4. A confirmation deed confirms
a title that may not have
properly passed, i.e., a deed
given to an entity prior to the
date of its legal formation.
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BERGMAN ON IMIORTGAGE FORECLOSURES
Mortgage Modification and the Mortgage Tax

By Bruce J. Bergman

When a
borrower is
in distress,
lenders and
servicers will
frequently
look favor-
ably upon a
mortgage
modification
as a method
to save the
day. This is an understandable
approach, but might a borrower later
have a defense to a foreclosure based
upon the modification, claiming that
a mortgage tax was not paid as a
condition of recording that agree-
ment? Well, if no new monies were
advanced, the answer is no (a point
raised in case law), although some
explanation and background might
be enlightening.

When a mortgage is originated
in New York, a mortgage tax is, of
course, due and there aren’t too
many situations where the tax is not
paid because it is a prerequisite to
recording. One way New York State
assures that the tax is paid is by
statute which bars issuance of a
judgment of foreclosure and sale in a
foreclosure case unless and until that
mortgage tax is paid.! (And a com-

plaint in a foreclosure action needs
to allege payment of the tax.)

Turning to mortgage modifica-
tion agreements: if a part of the mod-
ification is an advance of new
monies to the borrower—which is
not uncommon in commercial situa-
tions—then a mortgage tax is due to
the extent of the new money and
must be paid as a condition of
recording that modification. Were
the tax not to be paid, it likely would
preclude obtaining a judgment of
foreclosure and sale based upon
breach of the mortgage as modified.
But what if the modification is more
of the typical variety where the term
is extended or the interest rate is
reduced, or some other provisions of
the mortgage are changed—or some
combination of all of those? Does
that elicit payment of a mortgage
tax, failing in which a defaulting bor-
rower is presented with a defense?

Mindful that mortgagors can be
exceptionally creative in crafting
defenses—that the point was raised
is not surprising—but the answer is
no. Absent an advance of new
monies, recording of the modifica-
tion agreement is not a taxable event
so that there is no mortgage record-

ing tax due. If no tax is due, obvious-
ly there can be no defense to a fore-
closure based upon that agreement.2

Endnotes
1.  Tax Law § 258.

2. Home Savings of America v. Weingrad, 248
A.D.2d 253, 670 N.Y.S.2d 426 (1st Dept.
1998), citing Tax Law § 225; In re Rednow
Realty Corp. v. Tully, 72 A.D.2d 621, 622,
420 N.Y.S.2d 792, lv. denied, 48 N.Y.2d
610, 425 N.Y.S.2d 1025, 401 N.E.2d 221.
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