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By Assemblyman XERN

Ax Acr providing for a title registration system for cooperative
units in connection with proprietary leases issued by cooperative
corporations and other cooperative entities, amending P. L.
1968, c. 49 and supplementing Title 46 of the Revised Statutes.

Be T exacTep by the Senate and General Assembly of the State

of New Jersey:

ArTicLE 1. INTRODUCTOLRY PROVISIONS

1. (New scction) This act shull be known and may be cited as
“The Cooperative Recording Act of New Jersey.”

2. (New section) The Legislature finds that issuance of propric-
tary real estate leases by ecooperative corporations and other
cooperative legal entities is becoming a popular practice in New
Jersey which is usually accomplished by a ledger book transfer to
the lessee of stock or another indicia of ownership of an interest
in the cooperative corporation or othier cooperative entity wlich
owns the real estate and that there is no publie record of the
transaction. The Legislature further finds that this is a hybrid
transaction which is not capable of classification entirely as realty
or personalty but that the public perception of a cooperative unit
is that it 1n some manner involves-real estate; that members of
the public seek protection in coopcrative leasing transactions
similar to those protections available in transactions for the
purchase of real estate, namely, a public title record, title searches
to guarantec security of title, freedom from easements or rights
in unknown third parties, unpaid liens, unsatisfied judgments,
unpaid taxes, freedom from muuicipal violations, title insurance
and the equivalent of a mortgage where a cooperative unit is the

asset to be pledged as security for the purchase loan. The

EXPLANATION—Matier enclosed in bold-faced brackets L[ihusd in the above biil
is not enacied and i» intended 10 be omilied in the law.

Mauer printed in italies this is new maiter.
Matier enclosed in asicriaks or stars has been adopicd as follows:
* __Asscmbly amendments adopted Decciaber 11, 1980,
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Legislature declares that enabling legislation in the form of a

cooperative recording act is desirable because it would provide a

title registration system for cooperative units and would provide

additional revenue to county recording offices and to the State of
New Jersey by applying the Realty Transfer Tax to proprietary
leases issued by cooperatives and assignments thereof which are
not presently covered by that tax.

3. (New scction) As used in this act:

a. “Association” means the entity responsible for the admini-
stration of a cooperative which entity may be incorporated or
unincorporated, profit or nonprofit.

b. “Bylaws” means the governing regulations adopted under
this act for the administration aud management of the property.

c. “Common elements” means:

(1) The land described in the master *[deed,]* declaration
or other documents creating the cooperative;

(i1) As to any improvement, the foundations, structural
and bearing parts, supports, main walls, roofs, basements,
halls, corridors, lobbies, stairways, elevators, entrances, exits
and other means of access, exclnding any specifically reserved
or limited to a particular unit or group of units;

(iii) Yards, gardens, walkways, parking areas and drive-
ways, excluding any specifically reserved or limited to a
particular unit or group of units;

(iv) Portions of the land or any improvement or appurte-
nance reserved exclusively for the management, operation or
maintenance of the common elements;

(v) Installations of all eentral services and utilities;

(vi) ANl apparatus and installations existing or intended for
common use;

(vii) All other elements df any improvement necessary or
convenient to the existence, management, operation, mainte-
nance and safety of the cooperative property or.normally in
common use; and

(viii) Such other elements and facilities as are designated
in the master *[ced)” *declarations® as common elements.

d. “Common expenses” means expenses for which the unit
lessees are proportionately lialle, including but not limited to:

(1) All expenses of administration, maintenance, repair and
replacement of the common elements;

(ii) Expenses agreed upon as common by all lessees or
coowners; and ‘

(1i1) LExpenses declared common hy provisions of this act
or by the macter *[deed]* *dcclaration® or by the bylaws.

_e. “Common receipts” meoans:
(i) Rent and other charges derived from leasiug or licensing
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the use of common elements, or other areas of the building
not leased or dedicated to exclusive use or possession by a
specific lesscee or coowner;

(11) Funds collected from lessecs or coowners as common
expenses or otherwise;

(iii) Reeeipts designated as common by the provisions of
this act or by the master deed or the bylaws.

f. “Cooperative” means any system of laud ownership and
possession in which the fee title to the land and structure is owned
by & corporation or other legal entity in which the shareholders or
other coowners each also have a long term proprietary lease or
other long term arrangement of exclusive possession for a specifie
unit of ocecupancy space located within the sanme structure.

g. “Limited common clements” means those commmon e¢lements
which are for the use of one or more specified uuits to the exclusion
of other units.

-h. “Master declaration” means the master declaration as
amcnded and recorded under tbe termis of this act by which the
owner in fee simple or lessee of the property submits it to g
cooperative plan of ownership.

i. “Owner” means *[the}® *a*® person listed in the master reg-
ister as *[the]* *a® bolder of *[a percentage of theJ* shares *[of
stock]’ in the cooperative entity.

3. “Person” means an individual, firm, corporation, partnership,
association, trust or other legal entity, or any comhination thereof.

k. “Proprietary lease” means a grant of a long term exclusive
right of posscssion and occupancy of a designated unit to a co-
owner or a grant of a leaschold of the cooperative structure.

1. “Unit” means a part of the cooperative structure designed or
intended for occupancy and includes the proportionate undivided
interest in the ecommon elements and in any limited common
elements as ussigned in the provisions of the master declaration
or any amendment thereof. _

4. (New scction) A county recording officer shall establish and
maintain all appropriate books for tlie rceording of documents

which arc entitled to e 'recorded under ihis act.

ArTICLE 2. ('REATION OF THE COOPERATIVE
5. (New section) A plan of cooperative ownership is ereated by
recording in the oflice of the county recording oflicer of the county
-wherein the land is located & master declaration and master
rogiéter of all cooperative units allocated for separate occupaney,
cacl of wlich documents shall be vaecuted and acknowledged by
all owuers of the land and shall set forth the matters required by

section 6 und 7 of this act.
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6. (New section) The master declaration for a cooperative slall
contain the following elements:

a. A legal description by metes and bounds and tax Jot und
block of the Jands to be dedicated to the cooperative formn of
ownership.

b. A statement dedicating the land described in the masfer
decluration to the cooperative form of ownership.

c. The name by which the cooperative is to be identified, which
name shall include the word “Cooperative” or “Coop.”

d. A copy of the recorded deed *[or ground leaseJ* which vests
ownership in the person who signs the master declaration to ereate
the cooperative.

e. A copy of the certificate of incorporation or other organiza-
tion form creating the association.

. The bylaws which regulate the cooperative.

g. The master register containing the information required in
section 7 of article 2 of this act.

h. A written description and achitectural plans prepared to
scale by an architeet or engincer licensed in New Jersey whicli
detail the improvements existing or to be erected on the lands to
ereate the cooperative and identify the locations and dimensions
of the common elements, limited common eclements and each
cooperative unit. The written deseription and architectural plans
shall be signed, certified and scaled by an engineer or architect
authorized to practice his profession in this State. The certifica-
tion shall state that the description and plans are a correct and
accurate representation of the improvements deseribed and shown
on the plaus.

i. The number of votes which may be cast by each cooperative
unit owner at any meeting of the cooperative unit owners.

*[). A copy of any existing management, maintenance or othef
agreement having a term in excess of one year which will bind the
cooperative corporation, cooperative association or any unit owner.

k. A copy of any lease, license, concession, or agreement for
use or other facilities which will bind the coaperative corporation,
cooperative association or any unit owner.

. The form of proprietary lease for occupancy of units.

ni. If the cooperative is a conversion of an existing building to
the cooperative form of ownership, the declaration shall contain a

siened and scaled certification by an architect or engineer heensed

in New Jersey stating the physical condition of the building strue-

ture and all common elements and limited eonunon elements in

the building.
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n. The form of agreement for purchase or lease of cooperative
units.

0. The form of agreement for eserow of payments made by unit
purchasers prior to closing.}*

*[p3° *j.° A statement of existing financing which is a lien on the
buliding and the manner in which the financing will be paid and
discharged as & lien before or after closing of units.

*[q. The full name and residence address within New Jersey of
the person designated as agent to receive service of process on
behalf of the cooperative corporation.J*

*[r]* *i.* A schedule of *[unit}® owners’ percent of common
elements which are part of their ownership of shares in the co-
operative corporation and which represent their share of common
expenses and common surplus.

*[s.]* *l.* Sucli other provisions, as may be desired, including but

not limited to restrictions or limitations wpon the use, occupancy, = _

transfer, leasing or other disposition of any unit (if the restriction
or limitation is otherwise permitted by law) and limitations upon
the use of common elements.

*[t3° *m.* A method of amending the master declaration which
requires recording of any amendment in the same office as the
master declaration before it becomes effeetive.

7. (New secction) The master register shall contain the following
elements:

a. Separaie identification of each unit by distinctive letter, name
or number or combiuation thereof.

b. The percent of common ownership representing *[the unit}’
*each® owner’s proportionate undivided interest in the eommon
elements; the interests shall be stated as percentages aggregating
100%. ]

¢. The name and present addres.s of each present owner and
occupant of cach identified unit.

8. (New section) The county recording officer in each county
shall charge the fees prescribed for rccording of real property
documents for the recording of the documents required in sections
6 and 7 of this article. -

9. (New section) Whenever a proposed cooperative plan in-
volves lands located in more than one county or state, the propo-
nent of the cooperative shall comply with requirements of this
article by recording the documents in each county or state in which
any portion of ti»c lands is located. B
10. (New section) The nmaster declaration or master register

nmiay be amended in the manner set forth therein provided that no
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amendment shall affect any cooperaiive unit unless the possessor
of record thiereof and the holders of record of any liens thereon
Join in the execution of the amendment or execute a consent

thereto with the formalities of a deed. *[Notwithstanding any other

provision of this act or the master declaration, the designation of

the agent for service of process named in the master deed 1may be
changed by an instrument executed by the association and recorded

in the same manner as the master declarationJ* ...

ArmicLr 3. TraxsFer OF CooPEraTivE UNIT ‘

11. (New section) The sale or transfer of a cooperative *[unit]*
*share® by a proprietary lease or an assignment thereof or other
like instrument is achieved by the recording of the transfer docu-
ment or a short form memorandum thercof wlileh is executed and
acknowledged in recordable form and which contains the following
information: '

a. Al information set forth in paragraphs a., b. and c. of
section 7. of article 2 of this act and

b. The name of the cooperative as set forth in the master
declarationn and master register, the name of the political sub-
division and eounty in which the property is located and a refer-
ence to the recording ofhce, the hook and page where the master
declaration and master register and any amendment therelo are
recorded.

¢. The unit designation as set forth in the master declaration
and register.

d. A reference to thie last prior transfer of the unit, if previously
transferred. _

e. A slatement of the proportionate undivided interest in tle

common elements appurtenant to,.the unit as set forth in the

master declaration and master register or any amendments there-

of.
{. The full name and adress of the transferor and transferee

of the unit.
g. An exccuted and acknowledged consent of the cooperative

board of managers' authorizing and approving the transfer or
assignment.

h. *[[If corporate shares are transferred as part of the trans-
acfion, the]* *The®* number of shares transferred.

i. A statement of the full consideration paid for the cooperative

unit  which includes the purchase price paid plas the amount

derived from application of the *[unit’sJ* pereent of ownership

e e ——— — a2
[
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*held tn conjunction with the unit® to the unpaid balance of the fee
or leasehold mortgage encumbering tlic entire structure as of the
date of the transfer or assignment.

J. All other matters, consistent with this act, which the partics
may deem appropriate.

12. (New section) The documents referred to in seetion 11 of
this arlicle shall be recorded in the office of the county recording
office of the county wherein the land is Jocated. The county clerk
or register of deeds, Bs the case may be, hereinafter referred to
as the “county recording officer” shall record the documents in
the appropriate book for recording of real property instruments
of the type presented plus the documents shall be recorded in

the master degister for the cooperative by indexing to the identified

~unit. The provisions of P. L. 1979, c. 406 (C. 46:16A-1 et scq.),

commonly referred to as the “Real Property Notice of Settle-
ment Act,” are applicable. Each document submitted for record-

ing shall be acknowledged, shall contain the name and signature

~of the person who prepared tlie document and shall otherwise

_ be in form required for recordation of rcal estate documents.

13. Section 1 of P. L. 1968, c. 49 (C. 46:15-5) is amended to
read as follows:

1.- As used in this act:

(a) “Deed” means a written instrument entitled to be re-
corded in the office of a county recording officer which purports
to convey or transfer title to a freehold interest in any lands,
tenements or other realty in this Statc by way of grant or bargain
and sale thereof from the named grantor to the named grantee.
A leaschold interest for 99 years or more or a proprietary lease
of a cooperative unit and any assignment of a proprietary lease
of a cooperative unit, shall be treated as a “freehold” for the

purpose of this act. Instruments providing for common drive-

ways, for exchanges of easements or rights-of-way, for revocable

licenses to usc, to adjust or to clear defects of or clouds on title,
to provide for utility service lines such as drainage, sewerage,
water, electric, telephone or other such service lines, or to quit-
claim possible ouistanding interests, shall not be “deeds” for

the purposes of this act.
(b) The terms “county recording officer” and “office of the

_county recording officer” mean the register of deeds and mort-

gages in counties having such an officer and office, and the county
clerk and his office in the other counties. -

(¢} “Consideration” means in the case of any deed, the actual
amount of money and the monetary value of any other thing of

value coustituting the entire compcnsation puid or to be paid for
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the transfer of title to the lands, tenements or otler realty, in-
cluding the remaining amount of any prior mortzage to which
the transfer is subject or which is to bc assumed and agreed to
be paid by the grantee and any other lien or encumbrance thereon
not paid, satisfied or removed in connection with the transfer of
title. The amount of liens for recal property taxes, water or
sewerage charges for the current or any subsequent year, or by
way of added assessment or other ajustment, as well as of other
like licns or encumbrances of a current and continuing nature
ordinarily adjusted between the parties according to the period
of ownership shall be excluded as an clement in determining the
consideration, notwithstanding that such amount is to be paid by
the grantee.

In the case of a leasehold interest for 99 years or more as
defined in paragraph (a) of this section, the consideration shall
be in the amount of the assessed value of the property at the
date of the transaction for the purpose of levving local real
property taxes adjusted to reflect the true value in accordance
with the county percentage level established for the current year.

In the case of a proprietary lease of a cooperative umt or
assignment thereof as defined tn paragraph (a) of this section,
the consideration is the total price paid for the *ownership intercst
held in conjuction with a* cooperalive unit®, including the pro rata
amount of any underlying mortgage or other obligation of the co-
operative®,

(d) “Blind person” means a person whose vision in his better
eye with proper correction does not exceed 20/200 as measured by
the Snellen chart or a person who has a field defect in his better
eye with proper correction in which the periplieral field has con-
tracted to such an extent that the widest diameter of visual field
subtends an angular distance no greater than 20°.

(e) “Disabled person” means any resident of this State who
is permanently and totally disabled, unable to engage in ga'mful‘
employment, and receiving disability benefits or any other com-
pensation under any federal or State law.

(f) “Senior citizen” means any resident of this State of the
age of G2 years or over. '

(g) “New construction” means any conveyance or transfer of
property upon which there is an entirely new improvement not
previously occupied or used for any purpose.

(h) “Low and moderate income lnox_xsing” nmeans any residential

premises, or part thereof, afforduble accordiung to federal Depart-
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ment of TTousing and Urban Development or other recognized stan
dards for homc ownership and rental costs and occupied or reserved
for occupancy by households with a gross income equal to 80%
or less of the niedian gross household income for households
of the same size within the housing region in which the housing is
located, but shall include only those residential premises subject
to resale controls pursuant to contractual guarantees.

14. (New section) The transferce shall pay the recording fees
for each instrument. In addition, the county recording officer shall
levy and collect from the transferor, a fee of $1.00 per page for

indexing of the transfer in the master register for the cooperative.

ARTiCLE 4. AssessMENTS, Taxes aND LiENs
15. (New section) a. The lender of funds secured by a promis-
sory note and pledge of the stock and proprietary lease of a
cooperative unit shall record its lien by the method of recordation
provided in the applicable statutes. If the secured transactions

laws of N. J. S. 12A:9-301 et seq. apply, the lender shall record

its financing statement *[on]* ®or® security agreement in the office
of the Secretary of State and the county recording office of the
county in which any portion of the lands in which the cooperative
unit is located.

b. In addition to the recording required pursuant to subsection
a. of this section, the cooperative unit lender shall not have a
perfected lien unless it records its lien in the master register
for the cooperative in the ecounty recording office of the county
in which the cooperative unit is located. The lender shall pay to
the county recording officer a fee of $1.00 per page for recording
of its lien in the master register which shall be in addition to
the recording fees applicable to regular recording of the docu-
ments. v

16. (New section) Any lien on a cooperative ownership interest
is governed by the law designated in the instrument and selected
by the lender for recordation of the lien. Any assignment, modi-
fication, release or discharge of the lien shall adhere to the re-
cordation proceduret set forth in the lew selected by the lender;
but eacl document or a summary memorandum thereof, shall also
be recorded in the master register for the cooperative at a re-

cording fee of $1.00 per page.

ArmicLe 5. TerMiINaTION OF CooPEraTIVE PLAN oF OwKNERSHIP

17. (New section) Any cooperative property may be removed
from the provisions of this act by a deed of revocation dulv
executed by all unit lessees or the sole owner of the property

and the holders of all mortgages or other liens affecting all units

and recorded in the master register. -
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*[18. (New section) Upon the recording of a deed of revocation,
the unit lessees recorded in the master register as of the date
of recording of the deed shall become tenants-in-common of the

property unless otherwise provided in the master deed or deed

1

2

3

4

5 of revocation; each unit owner shall thereafter be the owner of
6 an undivided interest in the entire property equal to the per-
7 ceutage of his undivided interest in the common elements before
8 the recording of the deed of revocation, and each lien on an in-
9 dividual unit shall become a lien on the individual undivided
10 interest of the unit owner in the entire property.]*

*[19.] *18.* (New scction) The removal of any property from the
provisions of this act shall not bar the resubmission of the property
to the provisions of this act in the mauner herein provided.

*[20.]° *19* (New section) a. The Department of Community
Affairs shall not accept for registration as a cooperative under
“The Planned Real Estate Development Full Disclosure Act.”
P. L. 1977, c. 419 (C. 45:22A-21 et seq.), any offering plah which
would not result in the creation of a “cooperative” as defined in
subsection f. of section 3 of this act.

b. No tenant may be removed from a rental premises pursuant
to the provisions of section 1 of P. L. 1974, ¢. 49 (C. 2A:18-61.1) on

the grounds that the landlord or owner 1s converting the property

W o 12 O v ol W N =W N -

10 into a cooperative unless the proposed conversion would result in

ot
oy

the creation of a “cooperative” as defiued in subsection f. of sub-

—t
[\\o]

section 3 of this act.

*[21. (New section) This act ghall not be construed to amend or
repeal the act entitled “An Act concerning interests in real prop-
erty and providing for the creation and regulation of hori-
zontal property regimes,” approved December 16, 1963 (P. L.
1963, ¢. 168). That act shall coutinue to govern all property
coustituted into a horizontal property regime thereunder, ibut
wpon waiver of any regime as provided in P. L. 1963, c¢. 108
(U. 46:8A-1 et seq.) the real property may be subjected to the
provisions of this act as provided herein}*

*[223® *20.* (New section) This act applies to all cooperatives
created within this State after the effective date of this act.

*[23.]* °21.* This act shall take effect on the 120th day next

following enactment.
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Estallishics a title registration system for cooperative units con-

- cerning proprietary leases and financiny instruments.
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Ax Acrt providing for a title registration system for cooperative
units in connection with proprietary leases issued by cooperative
corporations and other cooperative entities, amending P. L.
1968, e. 49 and supplementing Title 46 of the Revised Statutes.

BE 17 ENACTED by the Senate and General Assembly of the State
of New Jersey:

ArricLE 1. INTRODUCTORY PROVISIONS
1. (New section) This act shall be known and may be cited as
“The Cooperative Recording Act of New Jersey.”

2. (New section) The Legislature finds that issuance of proprie-
tary real estate leases by cooperative corporations and other
cooperative legal entilies is becoming a popular practice in New
Jersey which is usually accomplished by a ledger book transfer to
the lessee of stock or another indicia of ownership of an interest
in the cooperative corporation or other cooperative entity which
owns the real estate and that there is no public record of the
transaction. The Legislature further finds that this is a hybrid
transaction which is not capable of classification entirely as realty
or personalty but that the public perception of a cooperative unit
is that it in some manner involves real estate; that members of
the public seek protection in cooperative leasing transactions
similar to those protections available in transactions for the
purchase of real estate, namely, a public title record, title searches
to guarantee security of title, freedom from easements or rights
in unknown third parties, unpaid liens, unsatisfied judgments,
unpaid taxes, freedom from municipal violations, title insurance
and the equivalent of a mortgage where a cooperative unit is the
asset to be pledged as security for the purchase loan. The
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Legislature declares that enabling legislation in the form of a
cooperative recording act is desirable because it would provide a
title registration system for cooperative units and would provide
additional revenue to county recordiug offices and to the State of
New Jersey by applying the Realty Transfer Tax to proprietary
leases issued by cooperatives and assignments thereof which are
not preseutly covered hy that tax.

3. (New section) As used in this act:

a. “Association” means the entity responsible for the admini-
stration of a cooperative which entity may he incorporated or
unincorporated, profit or nonprofit.

b, “Bylaws” means the governing regulations adopted under
this act for the administration and management of the property.

e. “Common elements” means:

(i) The land described in the master deed, declaration or
other documents creating the cooperative;

(ii) As to any improvement, the foundations, structural
and bearing parts, supports, main walls, roofs, basements,
halls, eorridors, lobbies, stairways, elevators, entrances, exits
and other means of access, exeluding any specifically reserved
or limited to a particular unit or group of units;

(iii) Yards, gardens, walkways, parking areas and drive-
ways, excluding any specifically reserved or limited to a
particular unit or group of units;

(iv) Portious of the land or any improvement or appurte-
nance reserved exclusively for the management, operation or
maintenance c” ‘he common elements;

(v) Installa.. ns of all central services and utilities;

(vi) All apparatus and installations existing or intended for
common use;

(vii) All other elements of any improvement necessary or
convenient to the existence, management, operation, mainte-
nance and safety of the cooperative property or normally in
common use; and

(viii) Such other elements and facilities as are designated
in the master deed as common elements.

d. “Common expenses” means cxpenses for which the unit
lessees are proportionately liable, including hut not limited to:

(i) All expenses of administration, maintenance, repair and
replacement of the common elements;

(ii) Expenses agreed upon as common by all lessees or
coowners; and

(iii) Expenses declared common by provisions of this act
or by the master deed or by the bylaws.
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e. “Common receipts” means:

(i) Rent and other charges derived from leasing or liecensing
the use of common elements, or other areas of the building
not leased or dedicated to exclusive use or possession by a
specific lesseee or coowner;

(ii) Funds collected from lessees or coowners as common
expenses or otherwise;

(iii) Receipts designated as common by the provisions of
this act or by the master deed or the hylaws.

f. “C'ooperative” means any system of land ownership and
possession in which the lee title to the land and structure is owned
by a eorporation or other legal entity in which the shareholders or
other coowners each also have a long term proprietary lease or
other long term arrangement of exclusive possession for a specific
unit of' occupancy space located within the same strueture.

e “Limited common elements” means those common elements
whieh are for the use of one or more specified units to the exclusion
of other units.

h. “Master declaration” means the master declaration as
amended and recorded under the terms of this act by which the
owner in fee simple or lessee of the property submits it to a
cooperative plan of ownership.

i. “Owner” means the person listed in the master register as
the holder of a percentage of the shares of stock in the cooperative
entity.

j. “Person” means an individual, firm, corporation, partnership,
association, trust or other legal entity, or any combination thereof.

k. “Proprietary lease” means a grant of a long term exclusive
right of possession and occupancy of a designated unit to a co-
owner or a grant of a leasehold of the cooperative structure.

I. “Unit” means a part of the cooperative structure designed or
intended for occupancy and includes the proportionate undivided
interest in the common elements and in any limited common
elements as assigned in the provisions of the master declaration
or any amendment thereof.

4. (New section) A county recording officer shall establish and
maintain all appropriate books for the recording of documents
which are entitled to be recorded under this act.

AxTticLe 2, CrraTION OF THE COOPERATIVE
5. (New section) A plan of cooperative ownership is created by
recording in the office of the county recording officer of the county
wherein the land is loecated a master declaration and master
register of all cooperative units allocated for separate occupancy,
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each of which documents shall be executed and acknowledged by
all owners of the land and shall set forth the matters required by
section 6 and 7 of this act.

6. (New section) The master declaration for a cooperative shall
contain the following elements:

a. A legal description by metes and bounds and tax lot and
block of the lands to be dedicated to the cooperative form of
ownership.

h. A statement dedieating the land deseribed in the inaster
declaration to the cooperative form of ownership.

¢. The name by which the cooperative is to be identified, which
name shall include the word “Cooperative” or “Coop.”

d. A copy of the recorded deed or ground lease which vests
ownership in the person who signs the master declaration to ereate
the cooperative.

e. A copy of the certificate of incorporation or other organiza-
tion form creating the association.

f. The bylaws which regulate the cooperative.

g. The master register containing the information required in
section 7 of article 2 of this act.

h. A written description and achitectural plans prepared to
scale by an architect or engineer licensed in New Jersey which
detail the improv« uents existing or to be erected on the lands to
create the cooperative and identify the locations and dimensions
of the common elements, limited common elements and each
cooperative unit. The written description and architectural plans
shall be signed, certified and sealed by an engineer or architect
authorized to practice his profession in this State. The certifica-
tion shall state that the deseription and plans are a correct and
accurate representation of the improvements described and shown
on the plans.

i. The number of votes which may be cast by each cooperative
unit owner at any meeting of the cooperative unit owners.

J. A copy of any existing management, maintenance or other
agreement having a term in excess of one year which will bind the
cooperative corporation, cooperative association or any unit owner.

k. ‘A copy of any lease, license, concession, or agreement for
use or other facilities which will bind the cooperative corporation,
cooperative association or any unit owner.

]. The form of proprietary lease for occupaney of units.

m. If the cooperative is a conversion of an existing building to
the cooperative form of ownership, the deelaration sghall eontain a
signed and sealed certification by an architect or engineer licensed
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in New Jersey stating the physical condition of the building strue-
ture and all common elements and limited ecommon elements in
the building.

n. The form of agreeinent for purchase or lease of cooperative
units.

0. The form of agreement for escrow of payments made hy unit
purchasers prior to closing.

. A statement of existing financing which is a lien on the
buliding and the manner in which the financing will be paid and
discharged as a lien before or after closing of units.

q. The full namne and residence address within New Jersey of
the person designated as agent to receive service of process on
hehalf of the cooperative corporation.

r. A schedule of unit owners’ perecent of ecomnion elements which
are part of their ownership of shares in the cooperative corpora-
tion and which represent their share of commou expenses and
common surplus.

s. Such other provisions, as may be desired, ineluding hut not
limiled to restrictions or limitations upon the use, occupaney,
transfer, leasing or other disposition of any unit (if the restriction
or limitation is otherwise permitted by law) and limitatic. wpon
the use of common elements.

t. A method of amending the master declaration which requires
recording of any amendment in the same oflice as the master
declaration before it becomes effective.

7. (New section) The master register shall contain the following
elements:

a. Separate identification of each unit by distinctive letter, name
or number or combination thereof.

h. 'The percent of common ownership representing the unit
owuer’s proportionate undivided interest in the common elements:
the interests shall be stated as percentages aggregating 1009%.

¢. The name and present address of each present owner and
occupant of each identified unit.

8. (New section) The county reecording officer in each county
shall charge the fees prescribed for recording of real property
docuinents for the recording of the documents required in sections
6 and 7 of this article.

4. (New section) Whenever a proposed cooperative plan in-
volves lands located in more than one county or state, the propo-
nent of the cooperative shall comply with requirements of this
article by recording the documents in each county or state in which
any portion of the lands is located.
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10. (New section) The master declaration or master register
may be amended in tlie manner set forth therein provided that no
amendment shall affect suy cooperative unit unless the possessor
of record thereof and the holders of record of any liens thereon
join in the execution of the amendment or execute a consent
thereto with the formalities of a deed. Notwithstanding any other
provision of this aet or the master declaration, the designation of
the agent for service of proeess named in the master deed may he
changed by an instrument executed by the association and recorded

in the same manner as the master declaration.

ArticLE 3. Transrer oF CooreraTive Uit

11. (New section) The sale or transfer of a cooperative unit by
a proprietary lease or an assignment thereof or other like instru-
ment is achieved by the recording of the transfer document or a
short form memorandum thereof whicl is executed and acknow-
ledged in recordable formi and which contains the following
information:

a. All information set forth in paragraphs a., b. aud e. of
section 7. of article 2 of this act and

b. The name of the cooperative as set forth in the master
declaration and master register, the name of the political sub-
division and county in which the property is located and a refer-
ence to the recording office, the hook and page where the master
declaration and master register and any amendment thereto arve
recorded.

¢. The unit designation as set forth in the master deeclaration
and register.

d. A reference to the last prior transfer of the unit, if previously
transferred.

e. A statement of the proportionate undivided interest in the
common elements appurtenant to the unit as set forth in the
master declaration and master register or any amendments there-
of.

[. The full name and adress of the transferor and transferee
of the unit.

g. An executed and acknowledged consent of the cooperative
board of managers authorizing and approving the transfer or
assignment.

h. If corporate shaves are transferred as part of the transaction,
the number of shares transferred.

i. A stutement of the full consideration paid for the cooperative
unit which includes the purchase price paid plus the ammount

derived from application of the unit’s percent of ownership to the
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unpaid balance of the fee or leasehold mortgage encumbering the
entire structure as of the date of the transfer or assignment.

j- All other matters, consistent with this aet, which the parties
may deenm appropriate.

12, (New section) The documents referred to in section 11 of
this article 'shall be recorded in the office of the county recording
office of the county wherein the land is located The county elerk
or register of deeds, as the case may be, hereinafter referred o
as the “county recording officer” shall record the documents in
the appropriate hook for recording of real property instruments
ol the tvpe presented plus the documents shall be recorded in
the master devister for the cooperative by indexing to the identified
unit. The provisions of P. 1. 1979, e. 406 (C. 46:16A-1 ot seq.),
commonly referred to as the “Real Property Notiee of Settle-
ment Aet,” are applicable. Each document submitted for record-
ing shall he acknowledged, shall contain the name and signature
of the person who prepared the document and shall otherwise
be in form required for recordation of real estate documents.

13. Section 1 of P. L. 1968, c. 49 (C. 46:15-5) is amended to
read as follows:

1. As used in this act:

(a) “Deed” means a written instrument entitled to be re-
corded in the oflice of a county recording officer which purports
to convey or transler title to a freehold interest in any lands,
tenements or other realty in this State by way of grant or bargain
and sale thereof from the named grantor to the named grantee.
A leasehold interest for 99 years or more or a proprietary lease
of a cooperative unit and any assignment of a proprietary lease
of a cooperative unit, shall be treated as a “freehold” for the
purpose of this act. Tnstruments providing for common drive-
ways, for exchanges of easements or rights-of-way, for revocable
licenses to use, to adjust or to clear defeets of or clouds on title,
to provide for utility service lines such as drainage, sewerage,
water, electrie, telephone or other such service lines, or to quit-
claim possible ontstanding interests, shall not he “deeds” for
the purposes of this act.

(h) The terms “ecounty recording officer” and “office of the
county recording officer” mean the register of deeds and mort-
zazes in counties having such an officer and office. and the county
elerk and his office in the other counties.

(¢) “Consideration” means in the case of any deed, the actual
amount of money and the monetary value of any other thing of
value constituting the entire compensation paid or to be paid for
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the trausfer of title to the lands, tenements or other realty. in-
eludine the remaining amount of any prior mortgage to which
the travsfer is subject or which is to be assumed and agreed to
he paid by the grantee and any other tien or encumbrance thereon
not paid, satisfied or removed in connection with the transfer of
tit

e. The amount of liens for real property taxes, water or
sewerage charges tor the current or any subsequent year, or by
way of added assessment or other ajustinent, as well as of other
like liens or encumbrances of a current and continuing nature
ordinarily adjusted between the parties according to the period
of ownership shall be exeluded as an element in determining the
consideration, notwithistanding that sueh amount is to be paid by
the rrantee,

In the case of a leaschold interest for 99 years or more as
defined in paragraph (a) of this section, the consideration shall
be in the amount of the assessed value of the property at the
date of the transaction for the purpose of levying loeal real
property taxes adjusted {o relleet the true value in accordance
with the connty pereentage level established for the eurrent vear,

In the case of a proprictary lease of a cooperalive unil oy
assignmend thereof as defined in paragraph (a} of this section,
the consideration is the total price paid for the cooperative wuil,

(«D) “Blind person™ means a person whose vision in his hetfter
eye with proper correction does not exeewd 20/200 as measured by
the Suellen c¢hart or a person who has a field defect in his better
eve with proper correction in which the peripheral field has con-
fracted to such an extent that the widest dianeter of visual field
subtends an angular distance no greater than 20°,

(e) “*Disalled person’” means any resident of this State who
is permanently and totally disabled, unable to engage in gainful
ecmployment, and receiving disability benefits or any other com-
pensation under any federal or State law.

() *Senior citizen” means anv resident of this State of the
age of 62 yvears or over.

(«) “New construction” means any conveyanee or transfer of
property upon whieh there is an entirely new improvement not
priviously occupied or used for any purpose.

(h) “Low and moderate income lLousing” means any residential
premises, or part thereof. affordable aceording to federal Depart-
ment of Housing and Urbar Deveiopment or other recognized stan-
dards for home ownership and rental costs and occupied or reserved
for occupancy by households with a gross income equal to 80%
or less of the median gross housebold income for houscholds
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of the same size within the housing region in whiech the housing is
located, but shall include ouly those residential premises subjeet
to resale controls pursuant to contractual guaraniees.

14. (New section) The transleree shall pay the recording fees
for each instrument. In addition, the covaty recording officer shall
levy and collect from the transferor, a fee of $1.00 per page for

indexing of the transfer in the master register for the cooperative,

ArTicLr 4. AssessMeENTS, Taxes axp Liens

15. (New section) a. The lender of funds seeured by a promis-
sory note and pledge of the stock and proprietary lease of a
cooperative unit shial reeord its lien by the method of recovdation
provided v the applicable statutes, 1 the secured transaetions
laws of N. J. S. 12A:9-301 et seq. apply, the lender shall record
its linaneing statement on seeurity agreement in the oflice of the
Secretary of State and the county recording oftice of the couuty
in which any portion of the lands in which the cooperative unit
is located.

b. In addition to the recording required pursuant to subsection
a. of this section, the eooperative unit lender shall nol have a
perfected lieu unless it records iis lien in the master regisler
for the cooperative in the county recording office of the county
in which the cooperative unit is loeated. The lender shall pay {o
the county recording oflicer a fee of $1.00 per page for recording
of its lien in the master register which shall be in addition to
the recording fees applicable to regular recording of the docu-
ments.

16. (New section) Any lien on a cooperative ownership interest
is governed by the law designated in the instrument and seleeted
by the lender for recordation ol the lien. Any assignment, modi-
fication, release or discharge of the lien shall adhere to the re-
cordation procedures set forth in the law selected by the lender;
but each document or a summary memorandum thereol, shall alzo
be recorded in the master register for the cooperative at a re-

cording fee of $1.00 per page.

ARTICLE 5. TERMINATION OF CoOPERATIVE PrAN oF OwNERSHIP

17. (New section) Any cooperative property may he removed
from the provisions of this act by a deed of revocation duly
executed by all unit lessees or the sole owner of the property
and the holders of all mortgages or other liens affecting all units
and recorded in the master register.

18. (New section) Upon the recording of a deed of revoeation,
the unit lessees reeorded in the master register as of the date
of recording of the deed shall become tenants-in-common of the




'S

D 00 =1 &

1

[N S )

w N o~

Nolie ol -2 AN

10
11
12

[ NI W = S v WD

[ I

10

property unless otherwise provided in the master deed or deed
of revocation; each unit owner shall thereafter he the owner of
an undivided interest in the entire properly equal to the per-
centage of his undivided interest in the common elements before
the recording of the deed of revoeation, and cach lien on an in-
dividual unit shall become a lien on the individual undivided
interest of the unit owner in the entire property.

19. (New section) The removal of any property from the pro-
visions of this act shall not bar the resubmission of the property
to the provisions of this act in the manner herein provided.

20. (New scetion) a. The Department of Community Affairs
shall not accept for registration as a cooperative under “The Plan-
ned Real listate Development Full Disclosure Aet,” P, 1. 1977,
c. 419 (C. 45:22A-21 et seq.), any offering plan which would not
result in the ereation of a “cooperative” as defined in subsection f.
of section 3 of this act.

b. No tenant may be removed from a rental premises pursuant
to the provisions of section 1 of P. L., 1974, ¢. 49 (C. 2A:18-61.1) on
the grounds that the landlord or owner is converting the property
into a cooperative unless the proposed conversion would result in
the creation of a “cooperative” as defined in subsection f. of sub-
section 3 of this act.

21. (New section) This act shall not be construed to amend or
repeal the act entitled “An Aet concerning interests in real prop-
ertv and providing for the creation and regulation of lori-
zontal property regimes,” approved December 16, 1963 (1. L.
1963, c. 168). That act shall continue to govern all property
constituted into a horizontal property regime thereunder, bhut
upon waiver of any regime as provided in P. L. 1963, e. 168
(C. 46:8A-1 et seq.) the real property may be subjected to the
provisions of this act as provided herein.

22. (New section) This act applies to all cooperatives ereated
within this State after the effective date of this act.

23. 'This act shall take effect on the 120th day next following en-

actment.

PROPERTY
Tistablishes a title registration system for cooperative units con-
cerning proprietary leases and financing instruments.

R —
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SENATE JUDICIARY COMMITTEE

STATEMENT TO
ASSEMBLY COMMITTEE SUBSTITUTE FOR

ASSEMBLY, No. 344 and SENATE, No. 1754

[OrriciaL Cory RePRIXNT]

STATE OF NEW JERSEY

DATED: NOVEMBER 6, 1987

The Senate Judiciary Committee reports favorably the Assembly
Committee Substitute for Assemblyv Bill No. 344 and Senate Bill No.
1754 (OCR).

Generally, a ‘‘cooperative

)

15 a multiunit property in which each
owner has an interest or shares in the entire complex and a lease on
bis own unit, though be does not own his unit as in the case of a
condominium. Assembly Committee Substitute for Assembly Bill No.
344 and Senate Bill No. 1754, ‘‘The Cooperative Recording Act of New
Jersey '’ would establish a title registration system, similar to the exist-
iﬁg system for recording deeds, for the recording of proprietary leases
issued by cooperatives and for mortgages or other financing instru-
ments related to cooperatives.

Under the committee substitute, cooperative ownership is formed by
filing with the office of the county recording officer of the county in
which tbe land is located documents referred to as the ‘“master declara-
tion”’ and ‘‘master register.”” Information set forth in the ‘‘master
declaration’’ includes the bylaws of the cooperative, the number of
votes to which each unit owner is entitled, the form of the agreement
for the purchase or lease of a cooperative unit and other genera) in-
formation relating to the ecooperative. The master register would in-
clude a separate identification of each unit; the percentage of common
ownership attributable to each owner and the name and present address
of each present owner and occupant of each unit.

The committee substitute also provides procedures for the recordiny
of ownership transfers of cooperative units and fbr the recording of
liens against cooperative units.

Otber sections of the substitute provide:

1. That the realty transfer tax is applicable to the recordation of
cooperative leases. - B - -
2. That the ‘‘Real Property Notice of Settlement Act” is applicable

to the transfer of ownership of a coopérative unit.
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3. Procedures for the termination of a cooperative plan of ownership.

4. That the Department of Community Affairs cannot accept for
registration under ‘‘Tbe Planned Real Estate Full Disclosure Develop-
ment Act’ as & cooperative any offering which would not create a
‘‘cooperative’’ as defined by the biil.

5. That a tenant could not be removed from a reptal premises on
the grounds that the building was being convertied into a cooperative
unless the proposed conversion would result in a ‘‘cooperative’’ as
defined by the bill.

6. That the provisions of the Mll would apply to all cooperatives
created after the bill’s effective date which is 120 days following
enactment.
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PRE-FILED FOR INTRODUCTION IN THE 1986 SESSION

By Assemblyman KERN

AN Acr providing for a title registration system for cooperative
units in connection with proprictary leases issued by cooperative
corporations and other cooperative entities, amending P. L.
1968, c. 49 and supplementing Title 46 of the Revised Statutes.

BE 1T ENACTED by the Senate and General Assembly of the State
of New Jersey:

ArTticLE 1. INTRODUCTORY PROVISIONS

1. (New section) This act shall be known and may be cited as
“‘The Cooperative Recording Act of New Jersey.”

2. (New section) The Legislature finds that issuance of proprie-
tary real estate leases by cooperative corporations and other
cooperative legal entities is becoming a popular practice in New
Jersey which is usually accomplished by a ledger hook transfer to
the lessee of stock or another indicia of ownership of an interest
in the cooperative corporation or other cooperative entity which
owns the real estate and that there is no public record of the
transaction. The Legislature further finds that this is a hyvbrid
transaction which is not capable of classification entirely as realty
or personalty but that the public perception of a cooperative unit
is that it in some manner involves real estate; that members of
the public seek protection in cooperative leasing transactions
similar to those protections available in transactions for the
purchase of real estate, namely, a public title record, title searches
to guarantee sceurity of title, freedom from easements or rights
in unknown third parties, unpaid liens, unsatisfied judgments,
unpaid taxes, freedom from municipal violations, title insurance
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18 and the equivalent of a mortgage where a cooperative unit is the

[
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asset to be pledsed as sceurity tor the purchase loan. The
20 Legislature declaves that enabling legislation in the form of a
21 cooperative recording act i~ desirable because it would provide a
23 title rewiztration system for cooperative units and wonld provide
23 additional revenue to conmty recordinge offiees and to the State of
24 New Jersey by applying the Rual.t,\' Transfer Tax to proprietary
25 leases issued by cooperatives and assignments thereof which are

26 not presently covered by that tax.

1 3. (New section) As used in this act:

2 a. ““Association’’ means the entity responsible for the admini-
3 stration of a cooperative which entity may be incorporated or
4 unincorporated, profit or nonprofit.

5 h. ““Bylaws’’ means the governing regulations adopted under

6 this act for the administration and management of the property.
7 ¢. “Common elements’ means:

8 (i) The land described in the master deed, declaration or
9 other documents creating the cooperative;
10 (ii) As to any improvement, the foundations, structural
11 and bearing parts, supports, main walls, roofs, basements,
12 balls, corridors, lobbies, stairways, elevators, entrances, exits
13 and other means of access, excluding any specifically reserved
14 or limited to a particular unit or group of units;

(iii) Yards, gardens, walkways, parking areas and drive-

.0 ways, excluding any specifically reserved or limited to a
17 particular unit or group of units;

18 (iv) Portions of the land or any improvement or appurte-
19 nance reserved exclusively for the management, operation or
20 maintenance of the common elements;
21 (v) Installations of all central services and utilities:
22 (vi) All apparatus and installations existing or intended for
23 common use;
24 (vii) All other elements of any improvement necessary or
25 convenient to the existence, imanagement, operation. mainte-
26 nance and safety of the ¢ooperative property or normally in
27 common use; and

28 (viii) Such other elements and facilities as are designated
29 in the master deed as conpon elements,

30 il Common expenses’’ means expenses for which the unit
31  lessves are proportionately liable, ineluding but not limited to:
32 (1) Al expenses of administeation, maintenance, repair and

a3 replacement of the common eloments;
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(ii) Expenses agreed upon as common by all lessees or
coowners; and

(iii) Expenses declared common by provisions of thix act
or by the master deed or by the bylaws.

e. “Common receipts’ means:

(i) Rent and other charees derived from leasing or licensing
the use of common elements, or other areas of the building
not leased or dedicated to exclusive use or possession by a
specific lessee or coowner:

(ii) Funds collected from lessees or coowners as common
expenses or otherwise:

(iii) Receipts designated as common by the provisions of
this act or by the master deed or the bylaws.

f. ““Cooperative’* means any system of land owmnership and
possession in which the fee title to the land and structure is owned
by a corporation or othlier legal entity in which the shareholders or
other coowners eagh also have a long term proprietary lease or
other long terni arrangement of exclusive possession for a speeific
unit of occupancy space located within the same structure,

L X}

g. ““Limited common clements’" means those common elements
which are for the use of one or more specified units to the exclusion
of other units.

h. ‘““Master declaration’” means the master declaration as
amended and recorded under the terms of this act by which the
owner in fee simple or lessce of the property submits it to a
cooperative plan of ownership.

i. ““Owner’’ means the person listed in the master register as
the holder of a percentage of the shares of stock in the cooperative
entity.

j. “‘Person’’ means an individual, firm, corporation, partnership.
association, irust or other legal entity, or any combination thereof.

k. “Proprietary lease’’ means a grant of a long term exclusive
right of possession and occupancy of a &esignated unit to a
coowner or a grant of a leasehold of the cooperative structure.

L ¢Unit"” means a part of the cooperative structure designed or
intended for occupaney an dincludes the proportionate undivided
interest in the comnion elements and in any limited common
elements as asgigned in the provisions of the master declaration
or any amendment thercof.

4, (New section) A county recording ofticer shall establish and
maintain all appropriate hooks for the recording of documents
which are entitled to be recorded under this aet.
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ARTICLE 2. CrEaTiON OF THE COOPERATIVE

5. (New section) A plan of cooperative ownership is created by
recording in the office of the county recording officer of the county
wherein the land is located a master declaration and master
register of all cooperalive units allocated for separate occupaney,
each of which documents shall lie executed and acknowledged by
all owners of the land and shall set forth the matters required by
sections 6 and 7 of this act.

6. (New scction) The master declaration for a cooperative shall
shall contain the following elements:

a. A legal description by metes and hounds and tax lot and
block of the lands to he dedicated to the cooperative form of
ownership.

b. A statement dedicating the land deseribed in the master
declaration to the cooperative form of ownership.

¢. The name by which the cooperative is to be identified, which
name shall include the word ‘‘Cooperative’” or ¢‘Coop.”’

d. A copy of the recorded deed or ground lease which vests
ownership in the person who signs the master declaration to create
the cooperative.

e. A copy of the certificate of incorporation or other organiza-
tion form creating the association.

f. The bylaws which regulate the cooperative.

g. The master register containing the information required in
section 7 of article 2 of this act.

h. A written description and architectural plans prepared to
scale by an architect or engineer licensed in New Jersey which
detail the improvements existing or to be erected on the lands to
create the cooperative and identify the loeations and dimensions
of the common elements, limited common elements and each
cooperative unit. The written description and architectural plans
shall be signed, certified and sealed by an engineer or architect
authorized to practice his profession in this State. The certifica-
tion shall state that the description and plans are a correct and
accurate representation of the improvements deseribed and shown
on the plans.

i. The number of votes which may be cast by each cooperative
unit owner at any meeling of the vooperative unit owners,

J- A copy of any existing management, maintenance or other
agreement having a term in excess of one year which will bind the
cooperative corporation, cooperntive association or any unit owner.

k. A copy of any lease, license, concession, or agreement for
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use or other facilities which will bind the cooperative corporation,
cooperative association or any unit owner.

1. The form of pruprietary lease for occupaney of units.

m. If the cooperative i~ a conversion of an existing building to
the cooperative forn: of ownership, the declaration shall contain a
signed and sealed ecrtification by an architect or engineer licensed
in New Jersey stating the physical condition of the building
structure and all common elcments and limited common elements
in the building.

n. The form of agrecment for purchase or lease of cooperative
units.

0. The forin of agreement for escrow of payments made by unit
purchasers prior to closing.

p- A statement of existing financing which is a lien on the
building and the manner in which the financing will be paid and
discharged as a lien before or after closing of units.

q. The full name and residence address within New Jersey of
the person designated as agent to receive service of process on
bebali of the cooperative corporation.

r. A schedule of unit owners’ percent of common elements which
are part of their ownership of shares in the cooperative corpora-
tion and which represent their share of common expenses and
common surplus.

s. Such other provisions, as may be desired, including but not
limited to restrictions or limitations upon the use, occupancy.
transfer, leasing or other disposition of any unit (if the restriction
or limitation is otherwise permitted by law) and limitations upon
the use of common elements.

t. A method of amending the niaster declaration which requires
recording of any amendment in the same office as the master
declaration before it hecomes effective,

7. (New section) The muaster register shall contain the following
elements:

a. Separvate identification of each unit by distinctive letter, name
or number or combination thercof, _

b. The pereent of comman ownership representing the unit
owner’s proportionate nudivided interest in the common elements;
the interests shall be «tafed as pereemtnges ageregating 10047,

¢, The name atd present addeese of vach present owner and
occupant of each identified nnit.

8. (New section) The county reeording officer in each county
shall charge the feee preseribed for reeording of real property
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documents for the recording of the documents required in sections
6 and 7 of this article.

9. (New section) Whenever a proposed cooperative plan in-
volves lands located in more than one county or state, the propo-
nent of the cooperative shall comply with requirements of this
article by recording the docuiients in each county or state in which
any portion of the lands is located.

10. (New =ection) The masier ieclaration or master register
may be amended in the manner set forth therein provided that no
amendment shall affect any cooperative unit unless the possessor
of record thercof and the holders of record of any liens thereon
join in the execution of the amendment or execute a consent
thereto with the formalities of a deed. Notwithstanding any other
provision of this act or the master declaration, the designation of
the agent for service of process named in the master deed may be
changed by an instrument executed by the association and recorded

in the same manner as the master declaration.

ARTICLE 3. TraXNsFER OF CooPERATIVE UNIT

11. (New section) The sale or transfer of a cooperative unit by
a proprietary lease or an assignment thereof or other like instru-
ment is achieved by the recording of the transfer docmment or a
short form memorandum thereof which is executed and acknow-
ledged in recordable form and which contains the following
information:

a. All information set forth in paragraphs a.,, b. and c¢. of
section 7. of article 2 of this act and

b. The name of the cooperative as set forth in the master
declaration and master register, the name of the political sub-
division and county in which the property is located and a
reference to the recording office, the book and page where the
master declaration and master register and any amendment there-
to are recorded.

¢. The unit designation as set forth in the master declaration
and regisier.

d. A reference to the last prior transfer of the unit, if previously
transferred,

e, A statement of the proportionante undivided interest in the
common elements appurtenant te the unit as set forth in the
master declaration and muster register or any amendments there-
of.

f. ‘T'he full name and addres« of the transferor and transferee
of the unit.
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g. An exccuted and acknowledged comsent of the cooperative
board of managers authorizing and approving the transfer or
assignment.

h. [F corporate shares are transferred as part of the transaction,
the number of shares transferred.

i. A statement of the full consideration paid for the cooperative
unit which includes the purchase price paid plus the amount
derived from application of the unit’s pereent of ownership to the
unpaid balance of the fee or leaschold mortgage eneumbering the
entire structure as of the date of the transfer or assignment.

J. All other matters, consistent with this act, which the parties
may deem appropriate.

12. (New secetion) The doenments referred to in section 11 of
this article shall be recorded in the office of the county recording
office of the county wherein the land is located. The county clerk
or register of deeds, as the case may be, hereinafter referred to
as the ‘‘county recording officer” shall record the documents in
the appropriate hook for recording of real property instruments
of the type presented plus the documents shall be recorded in
the master register for the cooperative by indexing to the identified
unit. The provisions of P. L. 1979, ¢. 406 (C. 46:16A~1 et seq.),
commonly referred to as the ‘‘Real Property Notice of Settle-
ment Act,” are applicable. Each document submitted for record-
ing shall be acknowledged, shall contain the name and signature
of the person who prepared the document and shall otherwise
be in form required for recordation of real estate documents.

13. Section 1 of P. L. 1968, c. 49 (C. 46:15-5) is amended to
read as follows:

1. '(a) “‘PDeed’’ means a written instrument entitled to be re-
corded in the office of a county recording officer which purports
to convey or tramsfer title to a frechold interest in any lands,
tenements or other realty in this State by way of grant or bargain
and sale thereof from the named grantor to the nammed grantee.
A leasehold interest for 99 vears or more or a proprietary lease
of a cooperative unit and any assignment of a proprietary lease
of a cooperative unit, shall be treated as a ““freehold” for the
purpose of this net. [nstraments providing for common drive-
ways, for exchanges of ensements or righta-of-way, for revocable
licenses to use, to adjust or to cloar Jdefeets of or clouds on title.
to provide for utility <ervice lines such as drainage. seweraye,
water, eloctrie, teleplione or otlier sucls «ervice lines, or to quit-
claim posaible ontstanding interests, shall not be **deeds*’ for
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the purposes of this act.

(b) The terms ‘‘county recording officer’ and ‘‘office of the
county recording officer’’ mean the register of deeds and mort-
gages in counties Laving such an officer and office, and the county
clerk and his office in the other connties.

(e) “Consideration’’ means in the case of any deed, the actual
amount of money and the monetary value of any other thing of
value constituting the entire compensation paid or to be paid for
the transfer of title to the lands, tenements or other realty, in-
cluding the remaining amount of any prior mortgage to which
the transfer is subject or whiel i to he assumed and agreed to
be paid by the grantee and any other lien or encumbrance thereon
not paid, satisfied or removed in connection with the transfer of
fitle. The amount of liens for real property taxes, water or
sewerage charges for the current or any subsequent vear, or by
way of added assessment or other adjustment, as well as of other
like liens or encumbrances of a current and continuing nature
ordinarily adjusted hetween the parties according to the period
of ownership shall he excluded as an element in determining the
consideration, notwithstanding that such amount is to be paid by
the grantee.

In the casc of a leasehold interest for 99 years or more as
defined in paragraph (a) of this section, the consideration shall
be in the amount of the assessed value of the property at the
date of the tramsaction for the purpose of levying local real
property taxes adjusted to reflect the true value in accordance
with the county percentage level established for the current year.

In the case of a proprietary lease of a cooperative unit or
assignment thereof as defined in paragraph {a) of this section,
the consideration is the total price paid for the cooperative unit.

(d) ‘‘Blind person’’ means a person whose vision in his better
eye with proper correction does not exceed 20/200 as measured by
the Snellen chart or a person who has a field defect in his better
eve with proper correction in which the peripheral field has con-
tracted to sucl an extent that the widest diameter of visual field
stibtends an angular distunce no greater than 20°,

(¢) “Disabled per<on’ means any resident of this State who
is pormanently and totally disabled, unable to engage in gainful
employment, and recoiving Jisability henefits or any other com-
pensation under any federal or State law,

(1) **Senior eitizen' mean« any resident of this State of the
age of 62 yenrs or over,
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(g) ‘“‘New construetion’ means any conveyance or transfer of
property upon which there is an entirely new improvement not
previously occupied or used for any purpose.

(h) ““Low and moderate income housing’’ means any residential
premises, or part thereof, affordable aceording to federal Depart-
ment of Housing and Urban Development or other recognized stan-
dards for home ownership and rental costs and occupied or reserved
for eccupancy by households with a gross income equal to 80%
or less of the median gross household income for households
of the same size within the housing region in which the housing is
located, but shall include only those residential premises subject
to resale controls pursuant to contractual guarantees.

14. (New section) The transferee shall pay the recording fees
for each instrument. In addition, the county recording officer shall
levy and collect from the transferor, a fee of $1.00 per page for
indexing of the transfer in the master register for the cooperative.

ARTICLE 4. AsSEsSMENTS, TAXes aND LIENS

15. (New section) a. The lender of funds secured by a promis-
sory note and pledge of the stock and proprietary lease of a
coonrrative unit shall record its lien by the method of recordation
provided in the applicable statutes. If the secured transactions
laws of N. J. S. 12A:9-301 et seq. apply, the lender shall record
its financing statement on security agreement in the office of the
Secretary of State and the county recording office of the county
in which any portion of the lands in which the cooperative unit
is located. ’

b. In addition to the recording required pursuant to subsection
a. of this section, the cooperative unit lender shall not have a
perfected lien unless it records its lien in the master register
for the cooperative in the county recording office of the county
in which the cooperative unit is located. The lender shall pay to
the county recording officer a fee of $1.00 per page for recording
of its lien in the master register which shall be in addition to
the recording fees applicable to regular recording of the docu-
ments.

16. (New section) Any lien on a cooperative ownership interest
is governed by the law designated in the instrument and selected
by the lender for recordation of the lien. Any assignment. modi-
fication, release or discharge of the lien shall adhere to the re-
cordation procedures set forth in the law selected by the lender:
but each doeument or a summary memorandum thereof, shall also
be recorded in the master register for the cooperative at a re-
cording fee of $#1.00 per page.
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ArTticLE 5. TErMINATION OF ('OOPERATIVE PLaX oF OWNERSHIP

17. (New section) Any cooperative property may be removed
from the provisions of this act by a deed of revocation duly
executed by all unit lessees or the sole owner of the property
and the holders of all mortgages or other liens affecting all units
and recorded in the master register.

18. (New section) Upon the recording of a deed of revocation,
the unit lessees recorded in the master register as of the date
of recording of the dced shall become tenants-in-common of the
property unless otherwise provided in the master deed or deed
of revocation; each unit owner shall thereafter be the owner of
an undivided interest in the entive property equal to the per-
centage of his undivided interest in the common elenients hefore
the recording of the deed of revoecation, and each lien on an in-
dividual unit shall hecome a lien on the individual undivided
interest of the unit owner in the entire property.

19. (New section) The removal of any property from the pro-
visions of this act shall not bar the resubmission of the propertr
to the provisions of thix act in the manner herein provided.

20. (New section) This aet shall not be constrned to amend
or repeal the act entitled ‘‘An Aet concerning interests in real
property and providing for the creation and regulation of hori-
zontal property regimes,’’ approved December 16, 1963 (P. L.
1963, c. 168). That act shall continue to govern all property
constituted into a horizontal property regime thereunder. but
upon waiver of any regime as provided in P. L. 1963, e¢. 168
(C. 46:8A-1 et seq.) the real property may be subjected to the
provisions of this act as provided bLerein.

21. (New section) This act applies to all cooperatives created
within this State after the effective date of this act.

22. This act shall take effect on the 120th day next following

enactment.

STATEMENT

The purpose of this bill is to establish a system for the re-
cording of a. proprietary leas:s issued by various cooperative
business entities and b. mortgages or other financing instruments
in connection therewith.

The recording of these documents will give persons occupying
premises under proprietary leases some publicly recorded form
of interest in the premises which they presently lack because of
the hybrid nature of their situation. Thev are not mere tenants

-
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under leases because they were required to purchase shares of
stock in the cooperative corporation or another type of share of
ownership in the case of another cooperative entity as a con-
dition precedent to the issuance of the proprietary lease. These
persons do not own the premises, but own a share of the entity
which owns the premises. At the present time an entry on a
ledger book of the cooperative corporation or cooperative entity
transferring stock or another certificate to these persons is the
only record of their interests.

This bill also amends P. L 1968, c. 49 (C. 46:15-5 et seq.) so
that the realty transfer tax may be imposed and levied on re-
cordation of proprietary leases and assignments thereof under
the same rates and conditions as are presently applicable to deeds

and leases for 99 years.
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ASSEMBLY BILL, NO. 344

DAITED: May 8, 1986

This bill establishes a system for the recording of
proprietary leases issued by various cooperative business
entities and mortgages or other financing instruments
connected with:the proprietary leas;.

The recdrding of these documents will give persons
occupying premises under proprietary lgases a publicly
recorded form of interest in the premises which they
presently lack because of the hybrid nature of their
situation. Currently, they are not mere tenants under
leases because they are required to purchase shares of
stock or other types of interest in the cooperative entity
as 8 condition for the issuance of the proprietary lease.
These persons do not own the premises, but own a share of
the entity which owns the premises. At the present time
an entry on 8 ledger book of the cooperative corporation
or cooperative entity transferring stock or another
certificate to these persons is ihe only record of their
interests. |

The bill specifies the disclosures to be made in the
master declaration and the master register which ihe bill
requires the cooperative to record in the county recording

office where the cooperative is located. Also specified



are the disclosures to be included in the docusent which
the bill requires to be recorded for a transfer of a
cooperative unit, The bill provides for the recordation
of liens based on loans which are secured by shares of
cooperative stocks, promissory notes or proprietary
leases., The procedures for revoking the cooﬁerative plan
of ownership are outlined.

This bill also amends P.L. 1968, c. 49 (C. 46:15-5 et
seq.) so that ihe realty transfer tax may be imposed and
levied on recordation of proprietary leases and
assignments thereof under the same ratés and, conditions as
are pfesently applicable to deeds and leases for 99 years.

The bill would apply only to the cooperatives created

following its enactment,.



SENATE, No. 1754

STATE OF NEW JERSEY

-~ WG W N =N

e X

10
11
12
13
14
15
16
17

INTRODUCED FEBRUARY 24, 1986
By Senator FELDMAN
Referred to Committee on Judiciary

AN Act providing for a title registration system for cooperative
units in connection with proprietary leases issued by cooperative
corporations and other cooperative entities, amending P. L.
1968, c. 49 and supplementing Title 46 of the Revised Statutes.

BE 11 ENACTED by the Senate and General Assembly of the State
of New Jersey:

ArTicLE 1. INTRODUCTORY PROVISIONS

1. (New section) This act shall be known and may be cited as
“The Cooperative Recording Act of New Jersey.”’

2. (New section) The Legislature finds that issuance of proprie-
tary real estate leases by cooperative corporations and other
cooperative legal entities is becoming a popular practice in New
Jersey which is usually accomplished by a ledger book transfer to
the lessee of stock or another indicia of ownership of an interest
in the cooperative corporation or other cooperative entity which
owns the real estate and that there is no public record of the
transaction. The Legislature further finds that this is a hybrid
transaction which is not capable of classification entirely as realty
or personalty but that the public pereeption of a cooperative unit
is that it in some nanner involves real estate; that members of
the public scek protection in cooperative leasing transactions
similar to those protcetions available in transactions for the
purchase of real estate, namely, a public title record, title searches
to guarantee sceurity of title, freedom from easements or rights
in unknown third parties, unpaid liens, unsatisfied judgments,

unpaid taxes, freedom from municipal violations, title insurance
Matter printed in italies thus 19 new matter.
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and the equivalent of a mortgage where a cooperative unit is the
asset to be pledged as =ecurity for the purchase loan. The
Legislature declares that enabling legislation in the form of a
cooperative recording act is desirable because it would provide a
title registration system for cooperative units and would provide
addit:mnul revenue to county recording offices and to the State of
New Jersey by applying the Realty Transfer Tax to proprietary
leases issued by cooperatives and assignments thereof which are
not presently covered Ly that tax.

3. (New section) As used in this act:

a. ““Association’’ means the entity responsible for the admini-
stration of a cooperative which entity may be incorporated or
unineorporated, profit or nonprofit.

h. “Bylaws’’ means the governing regulations adopted under
this act for the administration and management of the property.

¢. “Common clements’ means:

(1) The land described in the master deed, declaration or
other documents creating the cooperative;

(ii) As to any improvement, the foundations, structural
and bearing parts, supports, main walls, roofs, basements,
halls, corridors, lobbies, stairways, elevators, entrances, exit
and other means of access, excluding any specifically reserved
or limited to a particular unit or group of units;

(iii) Yards, gardens, walkways, parking arcas and drive-
ways, excluding any specifically reserved or limited to a
particular unit or group of units;

(iv) Portions of the land or any improvement or appurte-
nance reserved exclusively for the management, operation or
maintenance of the common elements;

(v) Installations of all central services and utilities;

(vi) All apparatus and installations existing or intended for
common use;

(vii) All other elements of any improvement necessary or
convenient to the cxistence, management, operation, mainte-
nance and safety of the cooperative property or normally in
eotunon use; and

(viii) Such other elements and facilities as are designated
in the master deed as common elements.

d. “Common expenses’’ means expenses for which the unit
lessees are proportionately liable, including but not limited to:

(1) All expenses of administration, maintenance, repair and
replacement of the common elements;
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(ii) Expenses agreed upon as common by all lessees or
coowners; and

(iii) Expenses declared common by provisions of this act
or by the master deed or by the hylaws,

e. “Common receipts” means:

(i) Rent and other charges derived from leasing or licensing
the use of common clements, or other areas of the building
not leased or dedicated to exclusive use or possession by a
specific lessee or coowner;

(i1) Funds collected from lessees or coowners as common
expenses or otherwise;

(iii) Receipts designated as common by the provisions of
this act or by the master deed or the bylaws.

f. ““Cooperative’” means any system of land ownership and
possession in which the fee title to the land and strueture is owned
by a corporation or other legal entity in whieh the shareholders or
other coowners each also have a long term proprietary lease or
other long term arrangement of exclusive possession for a specific
unit of occupancy space located within the same structure.

g. “Limited common clements” means those common elements
which are for the nse of one or more specified units to the exclusion
of other units.

h. ““Master declaration’”” means the master declaration as
amended and recorded under the terms of this act by which the
owner in fee simple or lessee of the property submits it to a
cooperative plan of ownership.

i. ““Owner’’ means the person listed in the master register as
the holder of a percentage of the shares of stock in the cooperative
entity.

j. ““Person’ means an individual, firm, corporation, partnership,
association, trust or other legal entity, or any eombination thereof.

k. ¢‘Proprietary lease’’ means a grant of a long term exclusive
right of possession and occupancy of a designated unit to a
coowner or a grant of a leasehold of the cooperative structure.

. *Unit’? means a part of the cooperative structure designed or
intended for occupancy an dincludes the proportionate undivided
interest in the commen clements and in any limited common
elements as assigned in the provisions of the master declaration
or any amendment thercof.

4. (New section) A county recording officer shall establish and
maintain all appropriate books for the recording of documents
which are entitled to be recorded under this act.
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ArTticLE 2. CreaTION OF THE COOPEBATIVE

5. (New section) A plan of cooperative ownership is created by
recording in the office of the county recording officer of the county
wherein the land is located a master declaration and master
register of all cooperative units allocated for separate oecupancy,
cach of which documents shall be exceuted and acknowledged by
all owners of the land and shall set forth the matters required by
sections 6 and 7 of this act.

6. (New section) The master declaration for a cooperative shall
shall contain the followine elements:

a. A legal description by metes and bounds and tax lot and
block of the lands to be dedicated to the cooperative form of
ownership.

b. A statement dedicating the land described in the master
declaration to the cooperative form of ownership.

c. The name by which the cooperative is to be identified, which
name shall include the word ‘‘Cooperative’’ or ‘Coop.”’

d. A copy of the recorded deed or ground lease which vests
ownership in the person who signs the master declaration to create
the cooperalive.

e. A copy of the certificate of incorporation or other organiza-
tion form creating the association.

f. The bylaws which regulate the cooperative.

g. The master register containing the information required in
section 7 of article 2 of this act.

h. A written description and architectural plans prepared to
scale by an architect or cengineer licensed in New Jersey which
detail the improvements existing or to be erected on the lands to
create the cooperative and identify the locations and dimensions
of the common elements, limited common elements and e.ach
cooperative unit. The written description and architectural plans
shall be signed, certified and scaled by an engineer or architect
authorized to practice his profession in this State. The certifica-
tion shall state that the description and plans are a correct and
accurate representation of the improvements described and shown
on the plans.

i. The number of votes which may be cast by each cooperative
unit owner at any meeting of the cooperative unit owners,

j. A copy of any existing management, maintenance or other
agreement having a terin in excess of one year which will bind the
cooperative corporation, cooperative association or any unit owner.

k. A copy of any lease, license, conecession, or agreement for
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use or other facilities which will bind the cooperative corporation,
cooperative association or any unit owner.

1. The form of proprictary lease for occupancy of units.

m. If the cooperative is a conversion of an existing building to
the cooperative form of ownership, the declaration shall contain a
signed and scaled certification by an architect or engineer licensed
in New Jersey stating the physical condition of the building
structure and all common clements and limited common elements
in the building.

n. The form of agreement for purchase or lease of cooperative
units.

o. The form of agree .t for escrow of payments made by unit
purchasers prior to closing.

p- A statement of existing financing which is a lien on the
building and the manner in which the finaneing will be paid and
discharged as a lien before or afier closing of units.

q. The full name and residence address within New Jersey of
the person designated as agent to receive service of process on
behalf of the cooperative corporation.

r. A schedule of unit owners’ percent of common elements which
are part of their ownership of shares in the cooperative corpora-
tion and which represent their share of common expenses and
common surplus.

s. Such other provisions, as may be desired, including but not
limited to restrictions or limitations upon the use, occupancy,
transfer, leasing or other disposition of any unit (if the restriction
or limitation is otherwise permitted by law) and limitations upon
the use of common elements.

t. A method of amending the master declaration which requires
recording of any amendment in the same office as the master
declaration before it becomes effective.

7. (New section) The master register shall contain the following
elements:

a. Separate identification of each unit by distinctive letter, name
or numher or combination thereof.

b. The percent of common ownership representing the unit
owner’s proportionate undivided interest in the common elements;
the interests shall be stated as percentages aggregating 100%.

¢, The name and present address of each present owner and
occupant of each identified unit,

8. (New section) The county recording officer in each county
shall charge the fees prescribed for recording of real property
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6
documents for the recording of the documents required in sections
6 and 7 of this article.

Y. (New secction) Whenever a proposed cooperative plan in-
volves lands located in more than one county or state, the propo-
nent of the cooperative shall comply with requirements of this
article by recording the documents in each county or state in which
any portion of the lands is located.

10. (New section) The master declaration or master register
may be amended in the manner set forth therein provided that no
amendment shall affect any couperative unit unless the possessor
of record thereof and the holders of record of any liens thereon
join in the execcution of the amendment or execute a consent
thereto with the formalities of a deed. Notwithstanding any other
provision of this act or the master declaration, the designation of
the agent for service of process named in the master deed may be
changed by an instrument executed by the association and recorded

in the same manner as the master declaration.

ArTicLE 3. Transrer oF CooPERATIVE UNIT

11. (New secction) The sale or transfer of a cooperative unit by
a proprietary lease or an assignment thereof or other like instru-
ment is achieved by the recording of the transfer document or a
short form memorandum thereof which is executed and acknow-
ledged in recordable form and which contains the following
information:

a. All information set forth in paragraphs a., b. and c. of
section 7. of article 2 of this act and

b. The name of the cooperative as set forth in the master
declaration and master register, the name of the political sub-
division and county in which the property is located and a
reference to the recording oflice, the book and page where the
master declaration and master register and any amendment there-
to are recorded.

¢. The unit designation asg set forth in the master declaration
and register.

d. A reference to the last prior transfer of the unit, if previously
transferred.

e. A statement of the proportionate undivided interest in the
common eclements appurtenant to the unit as set forth in tbe
master declaration and master register or any amendments there-
of.

f. The full name and address of the transferor and transferee
of the unit,
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g. An executed and acknowledged consent of the cooperative
board of managers authorizing and approving the transfer or
assignment.

b. If corporate shares are transferred as part of the transaction,
the number of shares transferred.

i. A statement of the full consideration paid for the cooperative
unit which includes the purchase price paid plus the amount
derived from applical” n of the unit’s percent of ownership to the
unpaid balance of the fee or leasehold mortgage encumbering the
entire structure as of the date of the transfer or assignment.

j. All other matters, consistent with this act, which the parties
may deem appropriate.

12. (New section) The documents referred to in section 11 of
this article shall be recorded in the office of the county recording
office of the county wherein the land is located. The county clerk
or register of deeds, as the case may be, hereinafter referred to
as the ‘‘county recording officer” shall record the documents in
the appropriate book for recording of real property instruments
of the type presented plus the documents shall be recorded in
the master register for the cooperative by indexing to the identified
unit. The provisions of . L, 1979, ¢. 406 (C. 46:16A-1 et seq.),
commonly referred to uas the ‘‘Real Property Notice of Settle-
ment Aect,” are applicable. llach document submitted for record-
ing shall be acknowledged, shall contain the name and signature
of the person who prepared the document and shall otherwise
be in form required for recordation of real estate documents.

13. Section 1 of I>. L. 1968, ¢. 49 (C. 46:15-5) is amended to
read as follows:

1. (a) ‘‘Deed’’ means a written instrument entitled to be re-
corded in the office of a county recording officer which purports
to convey or transfer title to a freehold interest in any lands,
tenements or other realty in this State by way of grant or bargain
and sale thereof from the named grantor to the named grantee.
A leasehold inierest for 99 years or more or a proprietary lease
of a cooperative unit and uny assigmnment of a proprietary lease
of a cooperative unil, shall be treated as a ‘‘freehold” for the
purpose of this act. Instruments providing for common drive-
ways, for exchanges of easements or rights-of-way, for revocable
licenses to use, to adjust or to clear defects of or clouds on title,
to provide for utility service lines such as drainage, sewerage,
water, cleetrie, telephone or other such service lines, or to quit-
claim possible outstanding interests, shall not be ‘‘deeds’’ for
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the purposes of this act.

(b) The terms ‘‘county recording officer” and ‘‘office of the
county recording oflicer’” mean the regzister of deeds and mort-
gages in counties having such an officer and office, and the county
clerk and his offiee in the other counties.

(c¢) ““Consideration’’ means in the case of any deed, the actual
amount of moncy and {he monetary value of any other thing of
value conslituting the enfire compensution paid or to be paid for
the transfer of title to the lands, tenements or other realty, in-
cluding the remaining amount of any prior mortgage to which
the transfer is subject or which is to be assumed and agreed to
be paid by the grantee and any other lien or encumbrance thereon
not paid, satisfied or removed in connection with the transfer of
title. The amount of liens for real property taxes, water or
sewerage charges for the current or any subsequent year, or by
way of added assessment or other adjustment, as well as of other
like liens or encumbrances of a current and continuing nature
ordinarily adjusted hetween the parties according to the period
of ownership shall be excluded as an element in determining the
consideration, notwithstanding that such amount is to be paid by
the grantee.

In the case of a leasehold interest for 99 years or more as
defined in paragraph (a) of this section, the consideration shall
he in the amount of the assessed value of the property at the
date of the transaction for the purpose of levying local real
property taxes adjusted to reflect the true value in accordance
with the ecounty percentage level established for the current year.

In the case of a proprietary lease of a cooperative umit or
assignment thercof as defined in paragraph (a) of this section,
the considcration is the total price paid for the cooperative unit.

(d) **Blind person’’ means a person whose vision in his better
ey with proper correction does not exceed 20/200 as measured by
the Snellen charl or a person who has a field defect in his better
eve with proper correction in which the peripheral field has con-
tracted to such an extent that the widest diameter of visual field
subtends an angular distance no greater than 20°.

(e) ““Disabled person” means any resident of this State who
is permanently and totally disabled, unable to engage in gainful
employment, and receiving disability henefits or any other com-
pensation under any federal or State law.

(f) *‘Senior citizen’’ means any resident of this State of the
age of 62 years or over.
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(g) ‘““New construetion” means any conveyance or transfer of
property upon which there is an entirely new improvement not
previously occupied or used for any purpose.

{h) “Low and moderate income housing”” means any residential
premises, or part thereof, alfordable according to federal Depart-
ment of Tlousing and Urhan Development or other recognized stan-
dards for home ownership and rental eosts and oceupied or reserved
for occupancy by households with a gross income equal to 807
or less of the median gross household income for households
of the same size within the housine region in which the housing is
located, but shall include only those residential premises subject
to resale controls pursuant to contractual guarantees.

14. (New section) The transferee shail pay the recording fees
for each instrument. In addition, the county recording officer shall
levy and colleet from the transferor, a fee of $1.00 per page for
indexing of the transfer in the master register for the cooperative.

ArTicLE 4. AssessvexTs, Taxes anp Liews

15. (New section) a. The lender of funds seeured by a promis-
sory note and pledge of the stock and proprietary lease of a
cooperative unit shall record its lien by the method of recordation
provided in the applicable statutes. If the secured transactions
laws of N. J. S. 12A:9-301 et seq. apply, the lender shall record
its finaneing statement on security agreement in the office of the
Secretary of State and the county recording office of the county
in which any portion of the lands in which the cooperative unit
is located.

b. In addition to the recording required pursuant to subsection
a. of this section, the cooperative unit lender shall not have a
perfected lien unless it records its lien in the master register
for the cooperative in the county recording office of the county
in which the cooperative unit is located. The lender shall pay to
the county recording officer a fee of $1.00 per page for recording
of its lien in the master register which shall be in addition to
the recording fees applicable to regular recording of the docu-
ments.

16. (New section) Any lien on a cooperative ownership interest
is governed by the law designated in the instrument and selected
by the lender for recordation of the lien. Any assignmnent, modi-
fication, release or discharge of the lien shall adhere to the re-
cordation procedures set forth in the law selected by the lender;
but each document or a snummary memorandum thereof, shall also
be recorded in the master register for the cooperative at a re-
cording fee of $1.00 per page.
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ArTicLE 5. TERMINATION OF COOPERATIVE PrLAN oF OWNERSHIP

17. (New section) Any cooperative property may he removed
from the provisions of this act by a deed of revocation duly
executed by all unit lessecs or the sole owner of the property
and the Lolders of all mortgages or other liens affecting all units
and recorded in the master register.

18. (New section) Upon the recording of a deed of revocation,
the unit lessees recorded in the master register as of the date
of recording of the deed shall become tenants-in-common of the
property unless otherwise provided in the master deed or deed
of revocation; each unit owner shall thereafter he the owner of
an undivided interest in the entire property equal to the per-
centage of his undivided interest in the common elements before
the recording of the deed of revocation, and each lien on an in-
dividual unit shall become a lien on the individual undivided
interest of the unit owner in the entire property.

19. (New section) The removal of any property from the pro-
visions of this act shall not har the resubmission of the property
to the provisions of this act in the manner herein provided.

20. (New section) This act shall not be construed to amend
or repeal the act entitled **An Act concerning interests in real
property and providing for the creation and regulation of hori-
zontal property regimes,”’ approved December 16, 1963 (P. L.
1963, c. 168). That act shall continue to govern all property
constituted into a horizontal property regime thereunder, but
upon waiver of any regime as provided in P. L. 1963, c. 168
(C. 46:8A-1 et seq.) the real property may be subjected to the
provisions of this act as provided herein.

21. (New section) This act applies to all cooperatives created
within this State after the cffective date of -this act.

22. This act shall take effect on the 120th day next following

enactment.

STATEMENT

The purpose of {lis hill ig to establish a system for the re-
cording of a. proprietary leases issued by various cooperative
husiness entities and b. mortgages or other financing instruments
in connection therewith.

The recording of these documents will give persons occupying
premises under proprietary leases some publicly recorded form
of inferest in the premmises which they presently lack because of
the hybrid nature of their situation, They are not mere tenants
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under leases because they were required to purchase shares of
stock in the cooperative corporation or another type of share of
ownership in the case of another cooperative entity as a con-
dition precedent to the issuance of the proprietary lease. These
persons do not own the premises, but own a share of the entity
which owns the premises. At the present time an entry on a
ledger book of the cooperative corporation or cooperative entity
transferring stock or another certificate to these persons is the
only record of their interests.

This bill also amends P. L 1968, c. 49 (C. 46:15-5 et seq.) so
that the realty transfer tax may be imposed and levied on re-
cordation of proprietary leases and assignments thereof under
the same rates and conditions as are presently applicable to deeds
and leases for 99 years.

PROPERTY
Establishes a title registration system for cooperative units con-

cerning proprietary leases and financing instruments.
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SENATE JUDICIARY COMMITTEE
STATEMENT TO

SENATE, No. 1754
STATE OF NEW JERSEY

DATED: MAY 12, 1986

The Senate Judiciary Committee reports favorably and with com-
mittec amendments Senate Bill No. 1704.

Gencrally, a ‘‘cooperative’” is a multi-unit property in which each
owner hasx an interest or shares in the entire complex and a lease on
his own unit, though Le does not own his unit as in the case of a con-
dominium. This bill, “*The Cooperative Recording Aet of New Jersex”’
would establish a title regisiration sysiem, similar to {be exzisting sys-
tem for recording deeds, for the recording of proprietary leases issved
by cooperatives and for mortgages or other financing instruments re-
lated to cooperatives.

Under the bill, cooperative ownership is formed by filing with the
office of the county recording officer of the county in which the land is
located documents referred to as the ‘“master declaration’ and ‘‘master
register.”” Information found in the ‘*master declaration’’ includes the
brlaws of the cooperative, the number of votes to which each unil owner
is entitled, the form of the apreemient for the purchase or lease of a
cooperative unit and other general information relating to the co-
operative. The master register would include a separate identification
of each unit; the percentage of common ownership attritutable to each
unit and tbe name and present address of each present owner and
occupant of eachb unit. '

Senate Bill No. 1754 also provides procedures for the recording of 4'
owpersbhip transfers of cooperative units and for the recording of lieus
against cooperative units.

Otber sections of Senate Bill No. 1754 provide:

1. That the realty transfer tax is applicable to the recordation of
cooperative leases.

2. That the ‘“Real Property Notice of Set{lement Act’’ is applicalle
to the transfer of ownership of a cooperative unit.

3. Procedures for the_terminafibn of 8 cooperative plan of ownership.

4. That tbe provisions of the bill would apply to all cooperatives
created after the bill’s effective date which i1s 120 days following

enactment.
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The amendments approved by the committee would prohibit the
Department of Community Affairs from accepting for registration
under ‘‘The Planned Real Estate Full Disclosure Development Act'’
as a cooperative apy offering which would not create 8 ‘‘cooperative’’
as defined by the bill. The amendments also provide that a t{enant
could not be removed from a renta] premises on the grounds that the
building was being converted into a cooperative unless the proposed

conversion would result in a ‘‘cooperative’’ as defined by the bill.
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