APPENDIX I: 
Pittsburgh’s Land Recycling System

Excerpt from the Kennedy Report
Treasurer’s Sale. Pittsburgh’s Treasurer’s Sale follows legal procedures set by Pennsylvania’s Second Class City Treasurer’s Sale and Collection Act.
  Before a tax-delinquent parcel is put through a Treasurer’s Sale, the City notifies all property owners of record by 1st class and certified mail and posting the property.  The City also places two advertisements in the Pittsburgh Legal Journal and The Pittsburgh Post-Gazette regarding the sale.  The upset price, or minimum price at Treasurer’s Sale public auction, is set at the amount of the tax lien.
  Buyers at the Treasurer’s Sale must be approved beforehand and be prepared to pay the upset price upfront in cash and the remaining overbid price in cash by 2 pm the same day.
  If a buyer owns any other property in the City that is tax delinquent or has delinquent water and sewage charges they must pay all delinquencies before the City issues them a deed.  Otherwise their payment at the sale is forfeited.  From the date of the purchase, the original owners of the parcels have 90 days to redeem their property.  If the owner does not redeem after 90 days, the City of Pittsburgh files a Return of Sale with the Court of Common Pleas to confirm the City followed statutory notice requirements (mail notices, posting and advertisements).  The City can then prepare a quitclaim deed for the buyer, completing the sale.  The title does not need to be quieted because the buyer paid the tax liens at risk of other liens on the property.  From the time of the initial purchase at the Treasurer’s Sale to the transfer of deed, the sale process takes 4 to 6 months.
  On average between 2005 and 2009, about 45 parcels were bought at the Treasurer’s Sale with the deed successfully transferred.  If no one purchases the parcel at the Treasurer’s Sale, the Court transfers title to the City by quitclaim deed and the parcel is placed in the City’s inventory with unclean title (i.e. City tax liens up to the Sale remain against the property, no new taxes accrue).  

Quieting Title.  Quieting a title is a court action authorized by Pennsylvania Rules of Civil Procedure §§1061 et. seq. that removes all judgments and liens, both tax liens and private liens, on a parcel.  The Court of Common Pleas has the authority to remove all tax liens—municipal, county, state and federal as well as private liens, (e.g. mortgages and contractors’ liens).  Actions to quiet title for parcels in the City’s inventory are initiated only after a buyer has expressed interest in purchasing the property.   If the City wants to develop parcels received through a Treasurer’s Sale, it usually quiets those titles too.     

The Finance Department begins the resale, or a “process of sale,” for an inventory parcel after the buyer puts hand money down.  The hand money is 10 percent of the purchase price for private buyers.  If buyers are buying a side yard through the Side Yard Program, they must pay the $200, or the full price for the parcel, upfront to initiate the resale.  CDCs put $200 money down plus a promissory note.  The URA does not make a deposit to initiate the resale process.  Once the City Council approves the sale from the City’s Inventory, the interested buyer is instructed to hire a title company or attorney to obtain a full title report and deliver it to the City’s Law Department.  After investigating to make sure the information in the title report is correct, the Law Department files to all parties in interest in the parcel (e.g. mortgage holders, lien holders, federal or state taxing bodies) who have 30 days  from receipt to respond to the court.  In order to reclaim the parcel, the parties must pay the tax lien and provide a valid explanation for why they did not receive the notice for the original Treasurer’s Sale.  If there is no challenge to the pleading, the Law Department will file the Affidavit of Service and send an Order for Quieting the Title to the Court.  Once the Court has executed the order to quiet title, the Law Department prepares a deed for the sale.  The buyer’s title company or attorney notifies the buyer that it has 30 days to close on the sale and pay the City the purchase price.  

The purchase price for a parcel from the City’s Inventory depends on the buyer and the type of parcel.  For private buyers, the price starts at $200 if it is through the Side Yard Program, but otherwise the price depends on the quality and market value of the parcel.  There are no statutory guidelines for resale purchase prices; the City’s Real Estate Department negotiates the purchase price with the interested buyer.  The City pays the quiet title and title search costs for side yard sales, but tries to include these costs in other purchase prices.  For CDCs, the purchase price is $100 for a vacant lot and $1000 for a structure plus quiet title, title search and maintenance costs.  URA purchases are not subsidized, as it pays the same purchase price as private buyers plus quiet title and maintenance costs.  

As of 2010, the Law Department quiets between 230 and 250 titles per year.
  On average, the Law Department quiets a title in 6 months.  The longest cases can take up to 4 years if, for example, a county tax lien is held by a private company.  Generally structures receive higher priority in the quieting title backlog because they deteriorate more quickly.  Vacant lots and side yards are a lower priority.  

If multiple parties are interested in a parcel in the City’s Inventory that is undergoing the quieting title process, they can file an objection.  The parties then bid openly in a court auction on the parcel, starting at the purchase price.  These types of auctions occur for about 10% of quieted titles sold from the City’s Inventory.  They tend to involve side yards with two interested adjacent owners or more valuable parcels such as structures.

If a buyer who initiated a quiet title action on a parcel from the City’s portfolio does not close the sale, another process is set in motion.  The Law Department returns to Court, files an order saying the buyer defaulted, forfeits the hand money and requests the title be put in the City’s name.  If there are more than one interested buyers in a defaulted parcel, a sealed bid occurs.
  The Real Estate Department sends the interested buyers a letter notifying them of the minimum upset price and asks for their bid in a sealed letter.  The Real Estate Department opens the sealed letters and the parcel goes to the highest bidder.  

Side Yard Program.  The Side Yard Program was created in 1993 to encourage adjacent property owners to purchase vacant, City-owned or tax-delinquent lots at a subsidized price of $200.  The vacant lot must typically be under 5,000 square feet.  The adjacent property owner must have paid all their local taxes and own an adjacent property that is residential with two or fewer units.  The interested buyer must investigate if the vacant lot is in the City’s Inventory or is privately owned and tax delinquent.  If it is already in the City’s Inventory, the buyer pays $200 and initiates a resale.  The buyer must also sign a lease purchase agreement, obligating the buyer to maintain the property while the title is being quieted.  If the lot is privately owned and tax delinquent, the interested buyer can request the Real Estate Department put it through the Treasurer’s Sale process.  If no one purchases it at the Treasurer’s Sale, the City will place it in its Inventory, obtain approval of sale from City Council, quiet the title and sell it to the interested buyer for $200.  On average between 2005 and 2009, 32 parcels a year were sold through the Side Yard Program.    

Community Development Corporations (CDCs) and the Land Reserve.  CDCs can request tax-delinquent parcels for a Treasurer’s Sale that they would like to acquire and develop.  They must first submit a redevelopment application to the URA, explaining the development plan for the tax-delinquent property and how the CDC will implement and fund it.
  The URA can reject unviable plans.  Requested parcels not bought or redeemed at the Treasurer’s Sale are placed in the Land Reserve under the City’s name.  The Land Reserve is a separate portfolio within the City’s larger Inventory containing land intended only for CDCs.  The Land Reserve enables CDCs to assemble parcels and keep them out of the private market until the CDCs are ready to redevelop.  The Land Reserve is capped at 300 parcels at any one time, and vacant lots can stay in the Land Reserve until purchased for up to 5 years and structures for up to 2 years.
  When the parcels are deposited in the Land Reserve, CDCs pay $200 and a promissory note signaling their intent to purchase.  Once City Council has approved the sale, the quieting of title begins.  The purchase price for CDCs is $100 for a vacant lot and $1000 for a structure plus quiet title, title search and maintenance costs.  CDCs can resell the parcels to private developers, but any profit from the sale must be split 50-50 with the City.  On average between 2005 and 2009, CDCs bought 32 parcels per year from the Land Reserve. 

Urban Redevelopment Authority (URA).  Like CDCs, the URA identifies tax-delinquent parcels it is interested in acquiring for development and requests that the City put them through a Treasurer’s Sale.  If no one purchases or redeems the parcel at the Treasurer’s Sale, the unclean title is put under the City’s name but classified as a “URA Transfer” and placed into the City’s Inventory.  A parcel can stay in the City’s Inventory until the URA is ready to purchase it.  There is no time limit on URA Transfer parcels.  After the URA informs the City of its intent to purchase and it receives approval from City Council, the quieting title process begins.  The URA, not the City, pays for the title report.  The URA purchases the parcel at a standard purchase price, depending on the neighborhood, whether there is a structure and the quality of the structure.  The purchase price includes quieting title and maintenance costs.  Any private sales of parcels from the URA must include a disposition contract, which stipulates that the URA can reclaim the parcel if the private party does not follow through with the agreed development plan.  On average between 2005 and 2009, the URA bought 17 parcels per year from the City’s Inventory. 

City Inventory.  Nearly all tax-delinquent parcels not sold at a Treasurer’s Sale are placed under the City’s ownership in its Inventory, including those intended for the Side Yard Program, CDCs and the URA.  A small fraction of unsold and unredeemed parcels are not placed in the Inventory because the City believes the parcels have no resale value. There are currently 9,826 parcels in its land portfolio, about half of which are permanently City owned (e.g. current or potential Greenways, parks, libraries, police and fire departments, municipal buildings, public works facilities) and about half are available for purchase and development.
  The City pays for minimal maintenance on the parcels available for purchase and development, typically waiting for a complaint before cleaning up the parcel.  Most of the parcels available for purchase do not have quieted titles, and the City only begins to quiet titles when there is an interested buyer.  The purchase price is set after negotiations with the purchaser and depends on the market value of the parcel.  The City’s Real Estate Department can earmark tax-delinquent parcels for a Treasurer’s Sale for several development purposes—for example, for a public works facility, an addition to a Greenway or to be sold to private buyers from the Inventory.  On average between 2005 and 2009, about 325 parcels per year were placed in the Inventory and 99 parcels were sold to a private buyer.  
Greenways and Green Up Program.  Greenways are permanently City-owned parcels in the inventory—usually steep slopes or other parcels not suitable for development—which are set aside as minimally maintained green spaces.  In recent years, the tax-delinquent properties put through a Treasurer’s Sale for Greenway purposes were adjacent to existing Greenways. On average between 2005 and 2009, about 13 Greenway parcels per year were added to the City’s Inventory.  Greenway designations increased in the 2000s in comparison to the 1990s, but most of the City’s current Greenways were created before 1970.  Green Up is a program that turns City-owned vacant lots into community-maintained green spaces.  Since its inception in 2008, roughly 120 vacant lots, or 60 per year, have been “greened” through the Green Up Program.   

� 53 P.S. §27101 et. seq.


� Beginning in July 2010, the upset price will include City, school and county taxes due to the contract with Jordan Tax Service on real estate tax collections.  Before, county claims were not included. 


� The City must verify that the buyer is not tax delinquent in order for them to be “approved” and receive a deed. The overbid price is the amount the price is bid up from the upset price.   


� The redemption period is 90 days.  Then it takes about 60 more days to transfer the deed.  Timeframe estimates were obtained from Ms. Tenenbaum.  


� Quieting Title timeframe estimates were obtained from Jan Koczerzat in the City of Pittsburgh’s Law Department. 


� Technically, a sealed bid occurs when a parcel in the Inventory has a quiet title and is unsold.  In the past, the Real Estate Department would quiet titles on specific parcels it believed it could sell on a case by case basis.


� CDCs are expected to secure funding for their own projects, but the URA often assists with the funding.  


� If CDCs are not ready to purchase the parcel by the time limit, they can apply to the URA and the Finance Department for a two-year extension.  


� As of July 2010, the City keeps 2,131 in permanent ownership and 3,621 for potential or future public use.  4,009 are available for sale, including those intended for the CDC or URA.  Figures obtained from the City of Pittsburgh Real Estate Department. 
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