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TITLE:   


A local law to amend the administrative code of the city 

of New York, in relation to unlawful real estate solicitations.

ADMINISTRATIVE
 

CODE:
Amends chapter 5, title 8 of the administrative code of the city of New York by adding a new chapter 11.

INTRODUCTION

Today, the Committee on Consumer Affairs will hold its first hearing on Introductory Bill Number 558 (“Intro. 558”), a proposal to amend chapter 5 of title 8 of the Administrative Code.  The proposal would forbid certain real estate related industries from advertising that a change has, or will occur in land use or zoning regulations of any block, neighborhood, or area that may result in a reduction of land values, in order to induce a sale or rental of any real property.  The proposal would also penalize certain real estate related industries for misrepresenting the physical deterioration of a building or market depreciation in a neighborhood, or refer to the negative impact of land use or zoning regulations in any real estate related advertisement in order to induce the purchase, sale, or rental of any real property.  

   
The Committee has invited the administration as well as industry representatives to offer testimony on this issue.

DEVELOPMENT OF BLOCKBUSTING

In the mid 1960’s and early 1970’s, unscrupulous real estate agents frequently distributed mail advertisements warning that shifting neighborhood demographics, often the arrival of black families from southern states, severely threatened local property values.  Such advertising, termed “blockbusting,” was a highly effective tool to encourage property transactions.  Such announcements were specifically aimed at white persons residing in appealing properties, and encouraged such families to list their homes for sale immediately and relocate elsewhere.  Oftentimes, the same sales agents would sell the newly-listed homes to the incoming black families who were allegedly responsible for the imminent decrease in land values, at exaggerated costs.  This practice was common throughout the city, particularly in eastern Queens.
  

The City Council, responding to this blatant racial discrimination and recognizing the deleterious effect such practices had on the city, enacted legislation that efficiently thwarted these advertising methods.
  However, thirty years later, city residents have begun to experience the same industry employing a similar strategy in order to induce the identical response from homeowners.

MODERN DAY ZONEBUSTING

Recently, many New Yorkers, particularly those holding property in Queens and Brooklyn, have been the targets of fear-based propaganda, similar to that employed by the real estate industry in the 60’s and 70’s.  Using a method termed “zonebusting,” real estate agents and property developers have begun employing frequent and unsolicited mail advertisements warning of recent city zoning changes that threaten to stop large-scale real estate development.  Like the advertisements of thirty years ago, such announcements encourage local landowners to list their properties for sale, warning that these zoning changes will eventually cause area values to decline.  

One marked distinction between modern day zonebusting and the advertisements of the 60s is that presently, real estate developers often assert that their company is interested in purchasing the land.  Such developers frequently claim that their unique plans to improve the property will be impermissible under the new zoning regulations.  Accordingly, property owners are warned that, if they do not sell immediately, the impetus for the developer’s offer will elapse and the landowner will never again realize a similar profit on the property ’s sale.
 

Such mailings mark a drastic shift from customary marketing tactics where a developer simply conveys a letter to a property owner expressing interest in his or her lot.  In addition to constant references to impending rezoning, zonebusting mailings frequently include annexed maps purporting to show neighborhood zoning designations before and after the ordinance changes.  These solicitations also sometimes include alleged property appraisals from real estate investment publications.

NEW ZONING INITIATIVES

The city programs upon which zonebusting is based were implemented in response to development trends that have produced attached and semi-detached buildings replacing single-family detached houses, as well as over-scaled new single-family homes, that do not match the character of surrounding buildings.  These area changes prompted requests from the local community boards to consider new zoning restrictions.  

Among their chief goals, these new regulations, termed “down-zoning,” seek to preserve neighborhood character by (a) reducing the permitted density on neighborhood blocks through the designation of contextual zones that require new construction to more closely match the existing building stock.  These contextual districts would replace the general residence districts that permitted a variety of building types; (b) creating a new contextual zoning designation that will limit floor area exemptions for garage use, rather than the entire ground floor and; (c) providing height limits and guidelines in order to ensure that new single-family houses will be more in keeping with their surrounding contexts.
  Down-zoning restrictions have been taking effect gradually, with different deadlines throughout the city.
 

Despite fear-inducing propaganda offered by certain real estate businesses, a review of the zoning initiatives evinces no resulting decline in property values.  In fact, there is great support for the new scheme which reinforces existing housing patterns and prevents unusually large single-family homes referred to as “McMansions,” and other out-of-character development. 
   

In November, 2004, while discussing the rezoning of the area bordering Little Neck Bay in Bayside, Department of City Planning Director Amanda M. Burden noted, “we are proud to have worked with this remarkably involved community and its elected officials to create new zoning tools that address the challenges of out-of-character development.  Not only are we proposing lower density contextual zoning to prevent multi-family homes from replacing the area’s primarily one and two family character, we are also ensuring that future single family homes complement the character of their neighbors. This is entirely in keeping with the Bloomberg administration’s commitment to preserve the special qualities that have made the City’s lower density suburban style neighborhoods so attractive.”

According to rezoning advocates, the proposals maintain the prevailing nature of the neighborhoods and ensure that new residential development reflects the context and scale of the area’s existing housing mix.
  Lacking evidence to suggest that these zoning regulations will result in diminished property values, supporters consider zonebusting misleading and inconsistent with the particulars of the new regulations. 
     

INTRO. NO. 558

 In an effort to prevent zonebusting, Intro 558 would make it unlawful for any real estate broker, dealer, developer, office or any agent or employee thereof, unless in honest reply to an unprompted inquiry by a prospective buyer or seller, to (a) represent, for the purpose of inducing or encouraging the purchase, sale, or rental, or the listing for purchase, sale, or rental, of any real property, that a change has occurred, or will or may occur, in land use or zoning regulations of any block, neighborhood, or area; or (b) represent, implicitly or explicitly, for the purpose of inducing or encouraging the purchase, sale, or rental or the listing for purchase, sale, or rental of any real property, that a change has occurred or will or may occur in land use or zoning regulations of any block, neighborhood, or area that may result in a reduction of area property values.

   
Further, Intro 558 prohibits any real estate broker, dealer, developer, office or any agent or employee of a real estate broker, dealer, developer or office from (a) making any misrepresentation in connection with the purchase, sale, or rental of any real property, that there will or may be physical deterioration of dwellings or fair market depreciation in any block, neighborhood or area resulting from a change that has occurred, or will or may occur, in land use or zoning regulations; or (b) referring to any changes that have occurred, or will or may occur, in land use or zoning regulations of any block, neighborhood, or area in any advertisement offering or seeking real property for purchase, sale or rental relating to said block, neighborhood, or area.  The local law further makes it unlawful for any person, firm, partnership, association, or corporation, to knowingly aid, abet, or coerce the commission of any act made unlawful by other provisions of the legislation.


Violation of the local law would be a class A misdemeanor and enables a real property owner who is induced to sell his or her property through or to a real estate broker, real estate dealer, real estate office, real estate developer, or agent thereof, by acts committed in violation of other provisions of the legislation, to institute a civil action against such broker, dealer, office, developer or agent.  If a judgment is rendered in favor of a real property owner, (a) he or she may recover the amount of any gains, whether in the form of profits, commission, or otherwise, realized as the result of the first subsequent arm's length sale, exchange, or transfer of the property, or, if the defendant in the action acted as a broker, the amount of any commissions received through the sale, exchange, or transfer of the property, calculated without regard to any expenses incurred by the defendant, and may in addition be awarded reasonable attorneys' fees and court costs; or (b) if the real estate related business has not realized any gains, the property owner may recover an amount equal to the difference between the price for which he or she sold the property and the fair market value at the time of the sale, or the fair market value of the property at the time the action is commenced, whichever is greater, and may also be awarded reasonable attorneys' fees and court costs.
  
Additionally, any buyer, through or from a real estate broker, real estate dealer, real estate office, real estate developer, or agent thereof, who was induced to sell, exchange or transfer his or her property by acts committed in violation of the local law may institute a civil action against such broker or dealer, office, developer or agent.  Such buyer may be awarded damages in the amount of any gains, whether in the form of profits, commission, or otherwise, realized by defendant as the result of such purchase of the property, calculated without regard to any expenses incurred by the defendant, and may also be awarded reasonable attorneys' fees and court costs.  This local law would take effect 30 days after its enactment.
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