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February 20, 2013

Mark A. Silberman, Esq.

Counsel

Landmarks Preservation Commission
1 Centre Street

New York, New York 10007

Re:  City and Suburban Homes Co., First Ave. Estate
429 Fast 64" St. / 430 East 65 St., Manhattan
Block 1459, Lot 22

Dear Mark:

Enclosed herewith are answers to the Commission’s questions regarding the
previous submissions and testimony in support of the hardship application for the above-
referenced property by its owner Stahl York Avenue Co., LLC (the “Applicant™). Set forth
below 1s a summary of the proceedings to date.

Under the Landmarks Law, a hardship application must be granted if the applicant
demonstrates that the relevant property did not have the capacity, “under reasonably efficient and
prudent management,” of earning a net annual return of six percent on the parcel’s assessed
value during the most recent calendar year or another allowable “test year.” The Applicant’s
hardship application was filed in October 2010 and, in accordance with the Landmarks Law, it
designated 2009 as the relevant “test year.”

As explained in the Applicant’s previous submissions, the subject property is
improved with two six-story walk-up apartment buildings constructed in the early 1900°s (the
“Subject Buildings™). They contain a total of 190 very small dwelling units with an average size
of 371 square feet. Since well before the 2006 landmark designation of the Subject Buildings,
the owner has been intending to redevelop the subject property with a new residential building
and, in furtherance of that plan, has not been re-renting apartments in the Subject Buildings as
they have become vacant. Therefore, at the end of the 2009 test year, 93 of the apartments in
these buildings were occupied by tenants covered by Rent Stabilization or Rent Control and the
remaining 97 apartments were vacant.

The original 2010 submission in support of the hardship application included a
copy of the 2010 income and expense schedule (Form TC201) for the Subject Buildings that was
filed with the New York City Tax Commission. This schedule shows that, in the 2009 test year,
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the Subject Buildings were operated at a loss in that maintenance and operating expenses
substantially exceeded the income that these buildings generated. Consequently, the actual
operation of these buildings during the relevant test year yielded a negative return on assessed
value.

In order to demonstrate whether the Subject Buildings were capable of earning a
six percent return on assessed value during the 2009 test year “under reasonably efficient and
prudent management,” the Applicant’s 2010 submission also included two economic feasibility
studies prepared by Cushman and Wakefield (“Cushman’™) which analyzed several scenarios
involving full occupancy of the Subject Buildings during the test year. With the exception of a
handful of apartments that were previously rented to a corporate entity and, consequently, are not
governed by rent regulation, all of the apartments in the Subject Buildings, including the vacant
apartments, are subject to either Rent Stabilization or, in a smaller number of cases, Rent
Control. However, the Applicant’s experience in managing the buildings in the City and
Suburban Homes First Avenue Estate has been that the achievable market rents for many of the
apartments in these buildings have been less than the rents that are allowed under rent regulation
when the rent increases that are permitted for the re-leasing of vacant units and for certain capital
improvements are included in the rent calculation. Therefore, in order to ensure that Cushman’s
economic analyses projected the maximum feasible rental income, Cushman was instructed to
assume that, under each scenario that it examined, the Subject Buildings’ vacant apartments
could achieve market-level rents, regardless of the level of the legally permitted rent.

The first Cushman study (the “2009 Study”) analyzed two scenarios - one
involving both building-wide capital improvements and renovations to the buildings” vacant
apartments (the “Base Building / Apartments Scenario™) and another involving only renovations
to vacant apartments (the “Apartments Only Scenario”). The 2009 Study analyzed leasing
activity in the other comparable buildings within the First Avenue Estate (the “Other
Buildings™). The Other Buildings are generally comparable to the Subject Buildings in that they
are six-story walk-up structures located on the same block. However, the apartments in the
Other Buildings are, on average, about 20 to 30 percent larger than the apartments in the Subject
Buildings and generally have superior layouts. Furthermore, they are somewhat closer to the
retail and transportation services located on and west of First Avenue. Cushman found that 18
apartments within these buildings had recently been leased for market rents that averaged about
$43 per square foot. The 2009 Study also reviewed recent rents in apariments within four other
buildings in proximity to the Subject Buildings, which were served by elevators and had superior
dimensions, layouts and amenities. The per square foot rents for these apartments averaged
approximately $40 for a studio, $46 for a one-bedroom and $51 for a two-bedroom. Based on
these comparable rents, Cushman estimated that, under the Base Building / Apartments Scenario,
in the 2009 test year vacant apartments in the Subject Buildings could have been leased for an
average market rent of $40 per square foot. Since the apartments in the Subject Buildings have
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an average size of 371 square feet, $40 per square foot represents an average monthly rent of
about $1,235.

For the Base Building / Apartments Scenario, Cushman estimated a vacancy and
collection loss factor of 10 percent, which was based on the small size, poor layouts and lack of
amenities in the Subject Buildings. This reflects an estimated vacancy rate that is higher than the
New York City average, but significantly lower than the actual vacancy rate in the Other
Buildings, which has exceeded 20 percent in recent years despite an active leasing program.
Cushman went on to estimate that, under the Base Building / Apartments Scenario, upon
reaching full occupancy, in the 2009 test year the Subject Buildings would have generated a net
operating income of $240,238. In order to calculate a rate of return, Cushman used as a
denomiinator the sum of the subject property’s actual 2009 assessed value, the estimated
building-wide and apartment hard renovation costs and lease-up costs based on a lease-up period
of 36 months, which totaled $20,186,462. This yielded a return of 1.19 percent, significantly
less than the 6 percent standard in the Landmarks Law.

For the 2009 Study’s Apartments Only Scenario, Cushman determined that, when
compared to the Base-Building / Apartments Scenario, the absence of building-wide capital
improvements would leave the Subject Buildings less attractive and with electrical systems that
would not fully accommodate individual air conditioning units and other modern appliances and
electronic equipment. Accordingly, Cushman estimated that, under the Apartments Only
Scenario, in the 2009 test year the Subject Buildings® vacant apartments could have been leased
for an average market rent of $35 per square foot or $1,082 per month. Using a 10 percent
vacancy and collection loss once again, Cushman estimated that, upon reaching full occupancy,
in the 2009 test year the Subject Buildings would have generated a net operating income of
$60,385. For this scenario, Cushman used a rate-of-return. denominator of $9,838,553, which
reflected significantly lower renovation costs when compared to the Base-Building / Apartments
Scenario, but slightly higher lease-up costs based on a longer lease-up period of 45 months. This
yielded a return of 0.614 percent for the Apartments Only Scenario, which was lower than the
return for the Base-Building / Apartments Scenario and, once again, far below the applicable 6
percent test.

The Applicant’s original submission contained a second Cushman feasibility
study (the “2010 Study™), which analyzed a scenario under which the Subject Buildings would
receive no building-wide capital improvements and the vacant apartments would receive only
those repairs and improvements required to render them legally habttable (the “Minimum
Habitability Scenaric™). In light of the currently poor condition of these vacant apartments and
the limited improvements contemplated under the Minimum Habitability Scenario, Cushman
estimated that under this scenario vacant apartments could have been leased for market rents of
about $20 per square foot or about $600 per month. Again assuming a 10 percent vacancy and
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collection loss, Cushman estimated that, upon reaching full occupancy, in the 2009 test year the
Subject Buildings would have operated at a loss, producing a net operating income of negative
$190,829. Cushman used a rate-of-return denominator of $6,647,100, which including estimated
repair costs and lease-up costs based on a lease-up period of 51 months. This yielded a return of
negative 2.871 percent, which was, once again, far below the applicable test of a reasonable
return.

On July 1, 2011, the Applicant made a supplemental submission in support of its
hardship application, which addressed several questions contained in your letter of February 3,
2011. This submission included a report by Gleeds New York (formerly Project Consult), an
indepéndent development consultant with extensive experience in overseeing the planning,
design and construction of capital projects in the New York City region. The Gleeds report,
which was based on an in-depth inspection of each of the 110 apartments in the Subject
Buildings that were vacant at the time of Gleed’s inspection, estimated that, in 2009, the cost of
bringing these vacant apartments into habitable condition would have been $4,556,932. Pro-
rating this figure to account for the 97 units that were vacant at the end of 2009 yields an
estimated cost of $4,018,385. In the 2010 Study, Cushman had estimated the cost of making
these 97 vacant apartments habitable to be $2,325,000.

The Applicant’s July 2011 submisston also included a letter from Cushman which
re-calculated the rate of return under the Minimurn Habitability Scenario in two different ways.
The first re-calculation assumed, consistent with Cushman’s 2010 Study, that, after being
rendered habitable, the Subject Buildings’ vacant apartments could be leased for an average rent
of $600 per month. However, it incorporated the Gleeds cost estimate. In addition, it adhered
more closely to the calculation of economic return that the Commission performed in its
consideration of the hardship application of KISKA Developers, Inc. for the properties located at
351, 352 and 353 Central Park West. It therefore utilized the “cost approach,” i.¢., the sum of
the subject property’s actual assessed value and 45 percent of the estimated cost of making the
vacant units habitable, in order to determirnie both the real estate tax expense and the rate-of-
return denominator. Using this approach, which excluded lease-up costs, Cushman calculated
that, under the Minimoum Habitability Scenario, in the 2009 test year the Subject Buildings would
have generated a net operating foss of $530,943 and an annual return of negative 12.229 percent.

Cushman’s second rate-of-return re-calculation also relied on the Gleeds cost
estimate and utilized the KISKA methodology. However, in order to test the sensitivity of the
conclusions regarding the economic feasibility of the Minimum Habitability Scenario, it
projected that, if the Subject Buildings’ vacant units had been renovated to a legally habitable
standard, in the 2009 test year these units could have been rented for an average of about $888
per month, which was the average rent for occupied units in the Other Buildings and, in
Cushman’s view, the highest rents that could have reasonably been projected under this scenario.
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In light of these substantially higher rents, Cushman’s re-calculation also assumed a higher
vacancy and collection loss of 24 percent, which was the then current vacancy rate in the Other
Buildings. This re-calculation resulted in a net operating loss of $511,201 and a net annual
return on value of negative 11.774 percent. Therefore, the Applicant’s 2011 submission
confirmed that, under the Minimum Habitability Scenario, in the 2009 test year the Subject
Buildings could not have earned a reasonable return as defined by the Landmarks Law.

The Applicarit made a third submission in support of its hardship application in
October 2012, following the Commission’s public hearing on that application. In response to a
request made during the public hearing, this submission included an analysis of a fourth full-
occupancy scenario under which the Subject Buildings would undergo a total “gut” renovation,
including the installation of elevators and the creation of new and larger apartments (the “Total
Renovation Scenario”). The 2012 submission included a letter from Gregg S. Wolpert of the
Stahl Organization which explained that such a total renovation could be performed only in the
highly unlikely event that all the existing tenants, most of whom are covered by Rent
Stabilization or Rent Control, voluntarily agreed to vacate their apartments on a permanent or
temporary basis. This submission also included a report by Gleeds New York which concluded
that in 2009 the Total Renovation Scenario would have involved hard costs of more than
$25,000,000 and taken between 12 and 14 months to perform. Finally, the submission contained
a new Cushman study (the “2012 Study”™), which explained that, in light of the required costs and
the anticipated income, the Total Renovation Scenario could not be privately financed and would
instead require a 100 percent equity contribution by the property owner, which would take
decades to recoup. Consequently, Cushman concluded that no rational and prudent investor
would undertake such a renovation.

Among the four scenarios that were analyzed by Cushman, the 2009 Base
Building / Apartments Scenario generated the highest return (+ 1.19 percent). Therefore, the
2012 submission included a re-analysis of this scenario in order to determine if the previous
conclusion that it would not generate a reasonable return remained valid. In the 2009 Study,
Cushman estimated the cost of the work associated with this scenario to be $15,180,225 by using
a Gleeds estimate of the cost of the building-wide improvements and Cushman’s own rough
estimate of the cost of the apartment renovations based on general industry rules of thumb. The
2012 submission included a Gleeds report which provided a thorough analysis of the work
involved in the Base Building / Apartments Scenario, based on an in-depth inspection of the
Subject Buildings and their vacant apartments and taking into account the special conditions
associated with these buildings, such as the lack of elevators and very limited space for storage
and staging, that would complicate and increase the cost of these renovations. This report
estimates the total cost of this work in 2009, exclusive of soft costs, to be $17,379,464.
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The 2012 Study also included a critical analysis by Cushman of the rents
projected under the Base Building / Apartments Scenario. As previously noted, the 2009 Study
reviewed recent rents in four apartment buildings near the Subject Buildings that were served by
elevators and had room dimensions, layouts and amenities superior to those found in the Subject
Buildings. The 2012 Study provided an adjustment grid which showed the specific rent
adjustments that Cushman made to the apartments in these four buildings to account for their
superior features in comparison to the apartments in the Subject Buildings. The 2012 Study also
reviewed 2009 apartment rentals in three groups of additional buildings: (i) actual lease
transactions for 14 apartments in walk-up, non-doorman buildings located on the Upper East
Side between East 60 and East 84™ Streets, where the average rents per square foot were $45.76
for studio units, $33.14 for one-bedroom apartments and $36.57 for two-bedroom units; (ii)
leases for an additional 9 apartments in elevator, non-doorman buildings located between East
63" and East 79™ Streets, where the average rent per square foot was about $42; and (iii) lease
transactions for 115 elevator, doorman buildings located between East 60™ and East 82™ Streets,
where the average rent per square foot was $48.74 for a studio unit, $46.54 for a one-bedroom
and $47.75 for a two-bedroom. On the basis of its review of these three categories of 2009 lease
transactions in a number of Upper East Side buildings, Cushman reaffirmed its conclusion that,
in 2009, following building-wide and in-unit renovations, the vacant apartments in the Subject
Buildings could have achieved market rents of about $40 per square foot.

'The letter of Gregg Wolpert that was part of the 2012 submission provided a
detailed discussion of the rent regulation status and rent histories of the Subject Buildings and
the Other Buildings. The Wolpert letter explained that most of the vacant apartments in the
Subject Buildings continue to be subject to Rent Stabilization. Accordingly, the rents that would
be achievable for each vacant unit is the lesser of the market rent and the maximum rent-
stabilized rent. Wolpert also noted that there are many vacant apartments available in the Other
Buildings with allowable rents that are likewise capped by Rent Stabilization, which would
provide direct competition, and therefore tend to hold down rents, in connection with any leasing
program in the Subject Buildings. The Wolpert letter convincingly demonstrated that, in light of
these factors, under the Base Building / Apartments Scenario it is highly unlikely that renovated
apartments could have achieved rents in excess of the $40 per square foot market rent projected
by Cushman,

The Wolpert letter and Cushman’s 2012 Study also supported Cushman’s
previous projection of a 10 percent vacancy and collection loss under the Base Building /
Apartments Scenario, pointing out (i) the numerous characteristics, such as the lack of elevators
and the tiny, awkwardly iaid out apartments, that have tended to make these units attractive to
only a small universe of relatively transient persons and (ii) the recent vacancy rates in the Other
Buildings in excess of 20 percent notwithstanding an active leasing program and despite the fact
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that the apartments in these buildings tend to be somewhat larger and have better layouts than
those in the Subject Buildings.

Cushman’s 2012 Study went on to re-calculate the rate of return under the Base
Building / Apartments Scenario by retaining the $40 per square foot rents and the 10 percent
vacancy and collection loss that were projected in the 2009 Study, but adopting Gleeds’ more
accurate estimate of the total renovation costs associated with this scenario. This recalculation
also utilized the rate-of-return methodology used by the Commission in the KISKA matter in that
it derives assessed value, i.e.,, the rate-of-return denominator, by adding the subject property’s
2009 assessed value and 45 percent of the hard costs associated with the Base Building /
Apartments Scenario. The Applicant concurs with the Commission’s determination in KISKA
that this “cost approach” is the fairest and most appropriate approach to use in determining
assessed value where a hardship application requires an analysis of hypothetical building
renovations. Using this approach, Cushman calculated the rate of return on assessed value under
the Base Buildings / Apartments Scenario as 1.158 percent, which is slightly lower than the 1.19
percent rate of return that Cushman calculated for the same scenario in the 2009 Study. The
2012 Study also noted that, if an “income approach” based on 25 percent of effective gross
income had instead been used to determine assessed value, the rate of return for the Base
Building / Apartments Scenario would have been 2.725 percent — still far below the 6 percent
return that the Landmarks Law identifies as reasonable.

Finally, the 2012 submission showed that the contention that the Subject
Buildings are capable of earning a reasonable return set forth in the January 24, 2012
memorandum of HR&A Advisors is based on invalid assumptions and a faulty analysis. Our
submission noted that (i) HR&A’s discussion of “comparable” apartments was of limited
probative value because it did not include information on the size of these apartments or their
rents on a square foot basis; (ii) a number of HR&A’s comparable apartments had a significantly
higher level of finish and amenities than the apartments in the Subject Buildings, including such
high-end features as granite countertops, stainless steel appliances, cherry wood kitchen cabinets
and marble bathroom floors; (iii) in contrast to the Cushman studies, HR&A relied on listed rents
rather than actual completed lease transactions; (iv) HR&A did not take into account the fact that
allowable rents in the Subject Buildings are limited by rent regulation; and (v) HR&A’s
assumption of a 5 percent vacancy rate ignored the particular conditions in the Subject Buildings
and the much higher vacancy rate in the Other Buildings and did not make any allowance for
collection loss.

In conclusion, the Applicant’s previcus submissions have analyzed four different
scenarios for operating the Subject Buildings at full occupancy, which range from merely
bringing the buildings’ vacant units to a minimum level of habitability to a total renovation
involving the installation of elevators and the creation of relatively spacious new apartments.
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The Applicant has demonstrated that, in the 2009 test year, none of these scenarios would have
been economically feasible and capable of earning a 6 percent return on assessed value. We
beheve this record demonstrates that under efficient and prudent manag"ement the Subject
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City and Suburban Homes Co., First Avenue Estate
429 East 64" Street / 430 Fast 65" Street, Manhattan

RESPONSES TO LANDMARKS PRESERVATION COMMISSION QUESTIONS ON
PUBLIC HEARING PRESENTATION AND MATERIALS

Question:

1. When did you begin to warehouse émpty apartments?

Response:

The applicant began keeping vacated apaftments in the Subject Buildings vacant

and unleased in or about the late 1990s.

Question:

2. How many apartments were vacant at the time of designation in 20067 Wouldn’ta
reasonably prudent owner have started renovating and reletting apartments right after designation
instead of continuing to not invest in the property while challenging the designation?

Response:

The Commission re—designz_lted the Subject Buﬁdings- on Novem5¢r 21,2006, at
which time 53 apartments in those buildings were vacant. The applicant had opposed this action
because it believed that the Subject Buildings did not meet the standards set forth in the New
York City Landmarks Law for landmark designation and could not produce sufficient income to
provide the applicant with a reasonable return. Ti'le Commission’s re-designation of the Subject
Buildings was approved by the City Council on January 30, 2007. Following the Commission’s
action, rather than proceeding to renovate and re-let these vacant apartments, the applicant |
commenced litigation seeking to overturn the re-designation of the Subject Buildings, which was
its legal right and was consistent with its intention to demolish thése structures and replace them
with a new residential building. Thus, in May 2007, the applicant timely commenced an Article
78 proceeding in State Supreme Court seeking to annul the Commission’s re-designation. In

September 2008, the Supreme Court rendered a decision upholding the Commission’s
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determination. The applicant thereupon appealed the Supreme Court’s decision to the Appellate
Division. In June 2010, the Appellate Division affirmed the lower court’s decision. The
applicant théreupon moved before the Court of Appeals for leave ‘to éppeal from the Appellate
Division’s decision. The Court of Appeals denied this motion in Nm-feimber 2010. In October
2010, the applicant filed its application for a certificate of appropriateness allowing it to
demolish the Subject Buildings. In light of its intention to demolish and replace the Subj ect
Buildings, it was reasonable and prudent for the apﬁlicant to leavé the Subjecf Buildings’ vacant
apartmenté empty while the litigation challenlgmg the Commission’s re-designation was pending
and its outcome was uncertain. |

Question;

3. Please provide profit and foss statements for the buildings from 2000 to 2010:

Response:
Annexed hereto as Attachment A are Department of Finance Real Property

Income and Expense (“RPIE”) statements for the Subject Buildings for the years 2006 through

'2010. The applicant no longer maintains copies of the RPIE statements that were filed for the
Subject Buildings prior to 2006.

Question:

4. The applicant stated at the hearing that ownership was not releasing apartments
when they became empty in 429 and 430, and was also warehousing apartments in the rest of the
designated complex in order to be able to move the remaining rent stabilized tenants to suitable
apartments elsewhere. Assuming the truth of this statement, the vacancy rate for the complex is
artificially high. Given this, what is the basis for Cushman and Wakefield using the existing and
recent vacancy rates as true or accurate rates for purposes of predicting future rents and for
estimating the absorption rate? What is the basis for not using the reported average vacancy rates
for the area?
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Response: '
Apartments in the other buildings located on Block 1459 (the “Other Buildings™)

are not being, and have never been, warchoused. In estimating a vacancy and cellection loss
factor, Cushman and Wakefield (“Cushman”) relied in part on occupancy and rent levels in the
Other Buildings due to their proximity to the Subject Buildings and their similar walk-up design.
Due to their relatively small size and lack of elevators, the épartments in the Other Buildings
have always experienced higher than average-turnover. Nevertheless, until about 15 years ago,
the hospitals and educational facilities located in proximity to the First Avenue Estate provided a
reliable supply of tenants for these buildings. However, in recent years, a number of these
nearby institutions, including Rockefeller University and Memorial Sloan Kettering and New
York Hospitals, have constructed their own housing facilities which offer subsidized rents for
students and staff. As a result, over the last several years, vacancy rates in the Other Buildings
i:lave exceeded 20 percent. Inits 2009 and 2010 studies of the Subject Buildings, Cushman
nevertheless conservatively assumed a rate of 10 perceni for vacancy and collection loss.
Cushman’s 2010 study analyzed a scenario involving the minimum amount of work needed to
render the buildings’ vacant units habitable. In that study, Cushman projected average monthly
rént following such work of $600 and a vacancy / collection loss of 10 percent. Cushman
thereafter issued a supplemental letter dated July 1, 2011 which included a sensitivity analysis
that considered the impact on the estimated rate of return under the same “minimal habitability”
scenario if one were to project (i) an average achievable rent of $888.25 , which'was the average
rent for the apartments in the Other Buildings, and (ii) a vacancy / collection loss of 24 percent,
which was the actual vacancy rate in the Other Buildings at that time. Apart from this
hypothetical rsensitivity analysis, Cushman has never proj ected dvacancy / collection loss for the

Subject Buildings of more than 10 percent.
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Question:

5. You've used a 2% depreciation allowance. Is the building fully or partially
depreciated for federal income purposes, or for purposes of the ownership?

(a) Please provide substantiation that your renovation costs are actually costs
that are properly depreciable for federal income tax purposes.

Response:

The Subject Buildings are partially depreciated for federal income tax purposes.
In the pro forma contained in Cushman’s report dated October 12, 2012 (the “2012 Cushmar}
Report™), the depreciation expenses consist of the sum of the depreciétion shown on the 2009
federal income tax returns for the Subject Buildings and 2 percent of the applicable renovation
costs. All such renovation costs reflect hard costs. In Cushman’s experience, all of the hard

costs expended in the renovation of apartments are typically depreciated for federal income tax

purposes.

Question:

6. Please explain why you are adding to the assessed value an amount equal to the
renovation costs times .45? If the answer to this question is that this is what occurred in the
KISKA analysis, wouldn’t a reasonably efficient and prudent owner or investor expect to get
paid back for renovation costs over a 5-10 yeéar period? Assuming a 5 year pay back period,
shouldn’t only 20% of the renovation costs be recoverable in the “test year™?

Response:

In determining assessed value for purposes of the hardship analysis under the
Landmarks Law, the Commission in Kiska used the sum of the property’s actual assessed value
and 45% of the estimated renovation costs on the theory that following the renovation work the
property’s assessed value would increase by the later figure. The applicant agrees that the “cost
approach” used in Kiska was reasonable and appropriate and therefore used the same approach
with respect to the subject application. The issue on this hardship application is not the amount
of time required to recover renovation costs. Rather, it is the capacity of the Subject Buildings to

4.

KL3 2893335.9



garn a reasonable return on assessed value and, in making that calculation, the property’s full
post-renovation agsessed value must be used, as was done in Kiska. -
Question:

7. Real Estate Taxes: Not all renovation costs qualify for inclusion in analysis for
real estate tax consideration, Please break down renovation costs into costs that can be included
for assessment purposes and those that cannot. Also, DOF uses income approach for purposes of
determining real estate taxes, not cost approach What would the estimate real estate taxes be if

income approach was used?

Response:

In each of the studies submitted to the Commission in which the real estate taxes
on the Subject Buildings were estimated on the basis of the cost approach, only hard construction
costs of the sort that are generally included in‘ determining assessed value under this approacﬁ
were considered. The hard costs that were considered included (1) material costs, (2) taxes, (3)
delivery, (4) onsite material handling and storage; (5) union labor costs, including hourly wages,
fringe benefits, insurance and taxes, and (6) subcontractor general conditioné, overhead, taxes
and profit. The cost approach is a commonly used method of appraising the value of
improvements to property and is based on the proposition that an informed purchaser would pay
no more for improvements than the cost to produce a substitute prbperty with equix}alent utility.
The cost approach is particularly appropriate where the property being appraised involves
relatively new improvements. Under the hardslﬁp provisions of the Landmarks Law, where real
estate ﬁxes are estimated in connection with a scenario involving building renovations, the
income approach is less appropriate and less fair than the cost approach because thé income
appi‘oach does not necessarily take into account even a reasonable portion of the cost of the
renovation work and, consequently, is unlikely to show whether the proposed renovation would
allow the applicant to earn a reasonable return on its investment. As previously noted, in the

Kiska matter, where the hardshi
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used the cost approach in determining whether the applibant’s property was capable of earning a
reasonable return.

Question:

8. HPD has reviewed Gleeds stated basis for renovation costs that exceed what the
RS Means would estimate. They have stated that Gleeds “Special Considerations” are “not
supported by data. While these kinds of considerations may have an impact on construction
costs, there is no explanation about how they would have an impact on this site specifically.”
Please provide data to substantiate how Gleeds determined the extra costs for renovation due to
the special considerations detailed in their report.

Response:

The cost of repair and renovation work at the Subject Buildings would be greater
than the usual costs associated with suéh work dﬁe to, among other factors, (1) the need to
manually deliver material up to six stories via the eight separate narrow staircases located in the
Subject Buildings, which would require additional time and labor, (2) the lack of adequate
storage space in these buildings, (3) the cramped working areas within apartments, and (4) the
need to pu¥chase and install custom replacement fixtures in the Buildings’ tiny and awkwardly
dimensioned bathrooms. On the basis of its knowledge and prgrience, Gleeds has estimated
that these factors would increase labor costs for such work by between six and nine percent,
depending on the trade, and overall costs by between three and six percent.

It should be noted that construction cost reference materials such as RS Means
provide general cost a\-rerages that do not take into account site-specific conditions or union pay
scales and work rules. For these reasons, they are rarely used by cdnstruction professionals for
New York City projects, where conditions and costs can vary greatly from building to building.
We would also note that the cost estimates prepared bSI Gleeds include only hard costs for items
such as materials and labor and,'thereft)re; exclude many of the soft costs that are a component of

“most renovation projects.
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Question:

9. Is the cost of the sidewalk bridge that has been up in front of the buildings since
just prior to designation included somewhere in your estimate of historic maintenance expenses
for the building? If so where?

Response;

The cost of maintaining the sidewalk bridge adjacent to the Subject Buildings is
not part of the maintenance expenses listed in the Cushman studies and is not reflected in any of

the rate-of-return pro formas contained in these studies.

Question:

10. ~ Other income: You’ve stated that one of the reasons the apartments are allegedly
substandard, and therefore undesirable and hard to rent, is the lack of storage. Each building has’
a full, clean and empty basement. Did you consider using this space for supplemental storage and
- charging for it? If not, please do so. '

Response:

Installing tenant storage space in the cellars of the Subject Buildings would
require a physical build out, secured access, new electrical lines and other improvements, and
locks and keys. These costs would not be justified by the limited amount of revenue that could

be generated by this storage space.

Question:

11.  You stated in your testimony that the materials C+W provided to support the
claim that $600 per month was the maximum likely rent for the units is not an “appraisal,” but an
“economic feasibility study.” Please explain the difference between an appraisal and the
document submitted. For example, an appraisal must arrive at data based upon Appraisal
Institute approved methodologies, such as the cost, sales comparison and income capitalization
approaches. What was the methodology used in the feasibility study? Is the appraiser bound by
the rules of professional responsibility for the statements made in a feasibility study in the same
way he or she would be in an appraisal?
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Response:

The following definitions of the terms “appraisal” and “economic feasibility” are
taken from The Dictionary of Real Estate Appraisal, Fifth Edition (2010), published by the
Appraisal Institute, Chicago, Illinois, as well as other sources:

@ Appraisal: 1) The act or process of developing an opinion of value. 2) An
opinion of value. '

e Economic Feasibility: A céndition that exists when prospective earning power
is sufficient to pay a requisite rate of return on the completion cost (including
indirgct costs).

The hardship provisions of the landmarks law require an applicant to demonstrate
that the affected property is not capable of earning a reasonable return on assessed value. The.
law does not call for an appraisal and a feasibility study is the more appropriate form of -analysis
to determine whethgr the hardship test is satisfied. In this matter, Cushman prepared economic
feasibility stﬁd@es in order to measure the economic potential of the Subject Buildings under
several repair and renovation scenaﬁos. Cushmqn determined the potential stabilized income
and expenses of the Subject Buﬂdings under each scenario. The potential income reflected the
exiSting rent-regulated leases and potential revenue from leasing vacant units at achievable
market rents. Cushman examined the buildings® historical expenses as well as comparable
expenses to project a level of expenses if the Subject Buildings were operated at stabilized
occupancy. Cushman prepared these studies in accordance with applicable consulting standards
of the Uniform Standards of Professional Appraisal Practice and the Code of Ethics and
Certification Standards of the Appraisal Institute. |

It should be noted that the January 24- 2012 report prepared by HR&A Advisors is

neither an appraisal nor, for the reasons discussed in our October 2012 submission, a valid

economic feasibility study.
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Question:

12.  You stated in your testimony that you did not look to rental rates of tenement
buildings within a 20 block radius of the Subject because all of the apartments in the study area
are either rent regulated or the landlord has granted concessions to the tenants. In light of the data
provided by public testimony, please explain on what you based this statement; did you also with
respect to those buildings interview “leasing agents of the properties to verify the unit mix and
square footages . . . and the rental ranges associated with each unit type,” as you stated you did
for the four buildings you cite in the “competitive rental survey” at page 28 of the February 5,
2009 Feasibility Study (“February 2009 Study™)?

Response:

The 2012 Cushman Report includes an analysis of actuél Iéase transactions for 14
apartments in walk-up, non-doorman buildingé on the Upper East Side which occurred in 2009.
This analysis shows, for each apartment, its square footage, number of bedrooms, physical
condition, monthly rent and per square foot rent. In comparison to the apaftme_nts in the Subject
Buildings, these apartments were generally in superior condition, significantly larger and more
conveniently located to shopping and transportation. The per-square-foot rents for these
apartments, which averaged $45.76 for a studio, $33.14 for a one bedroom aﬁd $36.57 for a two
bedioom, fully supported Cushman’s rent projections for the Subject Buil_dings. Cushman was
unable to find recent rent transactions for walk-up apartments on the Upper East Side that were
similar to the apartments in the Subject Buildings with respect to their size, layout, level of finish

and amenity and location.

Question:

13.  Page 26 of the February 5, 2009 Feasibility Study (“February 2009 Study”)
discusses “Market Rental Rates-Apartments” stating that the study “surveyed the competitive
market to determine what comparable buildings in residential areas similar to the subject’s are

offering?” Of the buildings you cited that are not the Subject (are not part of the same building
complex under common ownership), you list only four buildings, all of which were built
significantly later than the Subject. 359 E 62 (1979} is a modern building with balconies,
similarly for 330 E 63 (Stonehenge 63) (1949); 221~225 E 639 (Renoir House) (1964) is a
classic white Bimbaum wedding cake; and 400 E 57" is an impeccable art deco gem (1931) that

according to Propertyshark.com is also a cooperative apartment building. Please explain how
these properties are “comparable” to the Subject.
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Response:

In its 2009 study, Cushman analyzed as comparable properties the Other
Buildings, which are located on the same block as the Subjecil:_ Buildings and are also Walk-ups.
Given these similarities, the Other Buildings provide the best indication of achievable rents for
the Subject Buildings. It should be noted, however, that the apartments in the Other Buildings
are, on average, about 20 to 30 percent largér than the apartments in the Subject Buildings.
Therefore, their square foot r'ents should be considered more significant than their absolute rents.
Cushman did not analyze other Upper East Side walk-up buildings as comparables because it
was not able to identify other walk ups that had the same characteristics as the Subject Buildings
with respect to location, number of stories, verifiable apartment size ’and number of vacant units:
Cushman instead analyzed four elevator buildings in the vibinity of the Subject Buildings and
made appropriate adjustlnents to their market rents to account for their superior condition and
level of amenities. Cushman has confirmed that all of these buildings, including 400 East 57
Street, operate as rental bﬁildingé.

Question:

14.  Please provide suitable comparable properties that are not within the same
complex as the Subject and are representative similarly-sized units in buildings of the same age,
with similar services, amenities, etc. Please also display your methodology showing any
“consideration given” (see pg 29 of the February 2009 Study) to the “inferiority” of the Subject
as compared to the comparables found.

Response:
The 2012 Cushman Report analyzes actual 2009 leases of comparable apaﬁ:ments

on the Upper East Side for the following three groups of apartments that were not analyzed in its
previous reports: (1) 14 apartments in walk-up, non-doorman buildings; (2) 9 apartments in
elevator, non-doorman buildings; and (3) 115 apartments in elevator, doorman buildings. For the

second and third groups of apartments, Cushman made appropriate downward adjustments to the

-10 -

K13 28933355



average rents to account for the elevator and/or doorman status of these buildings in comparison

to the Subject Buildings.

Question;

15. When comparing apartments and rents in the Subject properties and the rest of the
City and Suburban Complex the reports consistently use the phrase “comparable” units. (See
page 27 of the February 2009 Study for example.) Please define what you mean by
“comparable.” o

Response:

The term “comparable” is used to refer to apaitrnents that are broadly similar to
the apartments in the Subject Buildings with respect to location, size, and levels of finishes and
amenities. The apartments in the Subject Buildings and the apartments in the Other Buildings
satisfy this test in that they are relatively small units located in walk-up buildings on the same |
block which were constructed in the same era. That is not to say, however, that there are not
sigﬁiﬁcant differences between the apartments in the Subject Buildings and those in the Other
Buildings. The épartments in the Other Buildings, while small, average about 450 square feet in
size. They are therefore larger than the apartments in the Subject Buildings, which have an
average size of about 370 square feet, and, as discussed in the response to Question 16, below,
they have betier layouts. In addition, the Other Buildings are somewhat closer to the fetajl uses
along First and Second Avenue and to the Lexington Avenue subway than are the Subject
Buildings. All of these factors make the apartments in the Other Buildings somewhat easier to

lease than those in the Subject Buildings.

Question:

16.  When comparing apartments and rents in the Subject properties and the rest of the
City and Suburban Complex the reports claim that apartments in the rest of the complex have
“better layouts”. Please explain and provide examples.

-11 -
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Response:

In addition to being larger, the apartments in the Other Buildings tend to have
superior layouts to those in the Subject Buildings. For example, when compared to the Subject
Buildings, many of the apartments in the Other Buildings have more regularly shaped bathrooms
and bedrooms which can accommodate standard-size fixtures and furniture, including qﬁeen—size
beds, more and larger cIosets,‘_and more generous entry foyers. The 2009 Cushman study found
that 18 recently leased apartments in the Other Buildings.had achieved an average monthly rent
of about $1,422, which equaled $43 per square foot. The 2012 Wolpert Letter states that
between 2009 and 2011, the average monthly rent received for vacant apartments in the Other
Buildings was between $1,233 and $1,248. The apartments in the Other Buildings would
provide direct competition for any apartments in the Subject Buildings that were available to
lease. Given their larger size and superior layouts and the rents that these apartments have
achieved in recent years, it is very unlikely that renovated vacant apartments in the Subject
Buildings could have achieved average monthly rents that exceeded $1,235, which is the
esﬁmate contained in Cushman’s 2009 study.

Question:

~17. At page 29 of the February 2009 Study, you state that after taking into
consideration the inferior layout, amenitics, etc. of the Subject, the market rate for the Subject is
$40/s.f. Applying that to a 400 s.£ apartment, isn’t that a rent roll of $1,330/month (400 x 40 =
16,000/12), or twice the $600?

(a) . The explanation provided is not clear. Please apply the $40/s.f. on a per
unit basis rather than on a total floor arca basis so that it is clear what the
spread of projected rent rolls are for each unit type, regulated and
unregulated.

(b) On pg. 31 of the 2009 Report, the Potential Gross Income chart totaling
$2.380 mil doesn’t show any of the same figures derived in the paragraphs
above (hence impossible to follow), especially with respect to the MCI
calculations. Please provide clear breakdowns of the analysis and check
your figures for consistency.

-12-
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(©) In the February 2009 Study with respect to MCI, why is the assumption
taken only to the first year of the increase when the report shows the
increase goes up significantly the second year?

(d) Why is the MCI increase analysis abandoned altogether in the May 2010
Study? How do you justify making only “minimal capital improvements”
when you admit that the Subject is in poor condition?

Response:

Cushman’s 2009 study included a scenario involving capital improvements to the
Subject Buildings and the renovation of their vacant apartments. Cushman estimated that, under
this scenario, the renovated apartments could be rented for $40 per square foot or about $1,235
per month. Cushman’s 2010 Study exa:mined a different scenario involving no building-wide
capital improvements and only the work within vacant apartments that was necessary to render
them minimally habitable. Cushman estimated that, under this very different scenario, the vacant
apartments in the Subject Buildings would produce an average market rent of $600.

(a) Applying the projected market rent of $40 per square foot in Cushman’s
2009 study to the three sizes of apartments in the Subject Buildings yields the following average

-monthly market rents:

Studio - $1,177
One bedroom - $1,247
Two bedrooms -- $1,313

()  The 2012 Cushman Report re—gstimates the potential income that could
have been obtained from the Subject Buildings in 2009 following building-wide capital
improvements and renovations to vacant apartments.

(c) Cushman’s 2009 study only examined the income and the retwrn on
assessed value that the Subject Buildings could have produced in the 2009 test year, which is all

that is required under the hardship provisions of the Landmarks Law.
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(d)  Cushman’s 2010 study examined a scenario involving no building-wide
capital improvements and only the work necessary in vacant apartments to render them legally
habitable. Such a scenario would not have generated MCI rent increases.

Question:

18.  The “feasibility study” specifically excludes MCI increases for work done in the
apartments. Why? DHCR Fact Sheet No. 33, attached as Exhibit B, shows that replacement of
windows, batbroom fixtures, plumbing, wiring, kitchen fixtures and cabinetry, etc. as well as
boilers, roofs, pointing, waterproofing etc. are all entitled to MCI chargeback to the tenants.

Response:
Cushman’s 2009 Study assumed that MCI rent increases would be obtained for

various improvements to the Subject Buildings. Cushman’s 2010 Study involved a different
scenario involving only the work necessary to render the Subject Buildings’ vacant apartments
minimally habitable. This minimal level of work would have produced few, if any, MCI rent
increases. In any ef'zent, in its 2010 study, Cushrhan estimated that after the vacant apartments
had been rendered habitable, they would have been capable of achieving an average market rent
of about $600 per month. Such rents are substantially below the rent-regulated “legal” rents for
these units and, consequently, even if the work performéd under this “minimally habitable”
scenatio would have been entitled to MCI increases, it would not have affected the estimated rate

of return under this scenatio,

Question:

19.  With respect to valuation of the apartments that are renovated to be “minimally
habitable” or “code compliant,” meaning they lack modern amenities and conveniences, can you
explain how it is “prudent” to maintain these units this way when rents improve significantly if
either the units and/or the buildings are upgraded with MCI increases?

Response:

Cushman’s various studies examined a number of scenarios for repairing and

improving the Subject Buildings and reoccupying their vacant apartments, including the
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“minimally habitable” scenario, in order to determine whether any of these scenarios would
produce a “reasonable return” as defined by the Landmarks Law. There has been no claim that
any of these scenarios would represent an economically prudent course of conduct.
Question:

20.  Please provide better existing condition plans. This should include dimensioned
plans of the typical units instead of un-dimensioned sketches, typical floor plans, noting masonry
fire walls, common chases, etc., which cannot be removed, and egress routes which cannot be

altered.

Response:

The applicant does not have the sort of detailed existing conditions drawings of
the Subject Buildings that have been requested and_, to the best of its knowledge, such drawings
are not located in the files of the Department of Buildings. We would note, however, that
members and staff of the Commission have now toured the Subject Buildings and seen, first

hand, the condition, size and layout of many of the apartments in these buildings.

Question:

21.  Please map vacant units on floor plans to facilitate discussion about combining
units, introducing elevators, etc. ...

Response:

The Gleeds study entitled New Elevator Scheme — Revision 2 includes a floor
plan reflecting a potential gut renovation of the Subject Buildings, including the installation of
elevators and new larger apartments. The approximate location of partitions in the existing

apartments are shown on this floor plan with dashed lines.

Question;

22.  Please rerun the analysis to consider gut renovations of the vacant units and
improvements to the public areas and systems to make the units desirable for the current market.
Where units are viewed as too small, combine with adjacent unit. Where units are at the 6%
floor, duplex to smaller units on the 5™ floor. There are many desirable options: direct access
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from the street for first floor units with duplex to second floors; create two to three very large
units per stair core.

Response:

An analysis of a scenario involving a gut rcnovatién of the Subject Buildings,
including the installation of elevators and the creation of new and larger apartments, is discussed
in the 2012 Cushman Report and the 2012 Wolpeft Letter. Cushman concluded that this gut
renovation scenario would not be economically feasible. Our previous submissions examined
three other scenarios for full occupancy of the Subjéct Buildings which involved (i) capital
improvements toh- these buildings and renovations to their vacant apartments, (ii) renovations to
f:he vacant apartments without making any building-wide capital improvements, and (ii1)
performing only the work required to render the vacant apartments habitable. Cushman
concluded that the Subject Buﬂdings would not have produced the required six percent retﬁrn on
assessed va.lpe under any of these three scenarios. Therefore, the applicant has now examined
four separate scenarios for restoring the Subject Buildings to full occupancy. We submi’é that this
satisfies the applicant’s obligation to produce évidence as to whether the Subject Buildings are
capable of earning a reasonable return under reasonable efficient and prudent management.
Question:

23.  To the same analysis, add elevators.

Response:

Sce the response to question No. 22 above.

Question:

24.  These buildings are remarkable in the efficiency of their layouts: there is virtually
no hallway or other public space to care for, and the stairs serve relatively few units. How does
this affect the cost analyses of the project vs. other developments? Tt should lower the
maintenance costs when compared with regular buildings of this size, or of any size,
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Respaonse:

A limited amount of common area in a building does not, in and of itself, reduce
repair and maintenance costs. While limited in physical area, there are multiple stairwells and
points of ingress/egress in the Subject Buildings, which affect repair and maintenance costs.

Historically high repair and maintenance costs for the Subject Buildings are quite relevant.

Question:

25.  According to your own reports and testimony, as well as the testimony of tenants,
since you’ve owned the Subject (1977), building maintenance and services have deteriorated,
leading to concessions in rent and higher turnover. Please explain how failure to maintain the
Subject is “prudent management”?

Response:

Maintenance and services in the Subject Buildings have not deteriorated since
1977 and the applicant has not acknowledged any such deterioration. We would note that
numerous provisions of law, including the Housing Maintenance Code and the Rent Control and
Rent Stabilization laws, require that the Subj éct Buildings be adequately maintained and
serviced. In addition, there has beenno claim that the applicant has ever pressured or harassed
tenants of the Subject Buildings or deprived them of services in order to empty these buildings,
as landlords of many other buildings have done. Instead, since the late 1990°s, the number of

vacant apartments in these buildings has slowly risen through attrition.

26.  You describe frequent turnover in the units -24% to 10% vacancy rates. Rent
regulated units benefit significantly from frequent turnover due to vacancy decontrols and
vacancy increases. Why did you not take advantage of these vacancies by improving the units to
justify the increases in the marketplace?

Response:

The Other Buildings have an active leasing program and have experienced high

tenant turnover and high vacancy rates for a number of years. The-Subject Buildings do not
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experience high turnover because vacated apartments have not been re-leased for many years.
The applicant has shown in its submissions ihat, despite the high tenant turnover in recent years
and the improvements that have been made-to_ many ap"artments in the Other Buildings, the rents
that have actually been achieved for many of theée apartments are “preferential rents,” i.c., they
are lower than the rents allowed under the rent regulation laws. For example, the 2012 Wolpert
Letter states that in 2011 61 apartments in the Other Buildings were ieased. Although these
apartments had an average allowable legal rent of $1,585, they actually achieved an average rent

of $1,244, with 39 of the 61 apartments requiring a preferential rent.

" Question:

~ 27.  Explain the difference between the Subject and the other buildings in the complex
that would account for lower desirability. Ieaving aside the statement that ownership was
warehousing apartments in the complex, explain the condition of the other buildings in the
complex to account for the high vacancy rates (24%). What is the condition of the public
corridors and the vacant units in these buildings? _

Response:

As previously stated, there is an active rental program for the apartments in the
Other Buildings and none of these apartments have been, or are presently being, warehoused. As
discussed in the answer to Questions 15 and 16, above, when compared to the apartments in the
Other Buildings, the apartments in the Subject Buildings are located somewhat farther from the
subway and retail stores, are substantially smaller and have poorer layouts. Nevertheless, the
Other Buildings are older six-story walk-up buildings with relatively small apartments and few
modern amenities. Due to these characteristics and their location near a nur_nber’of teaching
hospitals and research universities, the apartments in the Other Buildings have tended to attract a
younger, more transient population which produces a high tenant turnover. In addition, the
Other Buildings contain more than 750 apafﬁnents, which is a very large inventory of similar

small, walk-up apartments. All of these factors have contributed to vacancy rates in the Other
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Buildings that have exceeded 20 percent in recent years. The public cotridors in the Other
Buildings are clean and well-maintained, but are not spacious or modern. The vacant apartments
in the Other Buildings are in generally good condition.

Question:

28.  What capital improvements to common areas occurred in the rest of the complex
that didn’t occur in the Subject Buildings?

Response:

Imprbvements that have been made to the common areas of the Other Buildings,
but not the common areas of the Subject Buildings, include upgraded lighting, door hardware,
mailboxes and exterior apartment doors. In addition, some of the Other Buildings have received

upgraded electric and plumbing systems and new roofing, while the Subject Buildings have not.

Question:

'29.  The Renovation Report looks at the costs to renovate each apartment as a stand-
alone, Wouldn’t this instead be a building-wide renovation program with economies of scale and
savings based on bulk purchase? (97 kitchens, etc.)

Response:

Most vendors of equipment, fixtures, appliances and building materials will agree
to give discounts for bulk or volume purchases only if the buyer will take immediate delivery of
all the purchased items due to the high costs to the vendor for storage and staggered deliveries.
There is a .very limited amount of space in the Subject Building for the storage of such items.
Furthermore, their lack of elevators and constricted stairwells and éommon areas make large-
scale construction staging extr_emely difficult. Therefore, it would not be feasible to purchase
and take delivery of large amounts of equipment, material, fixtures or appliances at one time and,

consequently, there would be few, if any, opportunities for significant cost savings due to
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economies of scale. For these reasons, Gleeds’ estimates of renovation costs did not assume any

significant discounts for bulk and volume purchases.

Question:

30.  Is Project Consult assuming union or nonunion labor costs?

Response:

The cost estimates prepared by Project Consult / Gleeds assume union labor costs.

Question:

31.  Is Project Consult’s cost estimate in 2009 dollars?

Response:

The cost estimates prepared by Project Consult / Gleeds are based on 2009

dollars.

Question:

32, Please provide a factual basis for Project Consult’s estimate of approximately
$10.5 million in future capital improvements costs to do a substantial upgrade of the buildings
(excluding unit renovation costs). See page 19 of the February 2009 Study. Why does this capital
improvement program not also include metering for electricity if it is not typical to include
electricity in rents?

Response:

The estimated cost of all the work involved in the scenario in Cushman’s 2009
Study that consisted of both building-wide and apaﬁment improvements is explained in the
Gleeds study dated August 27, 2012 and entitled Market Rehab Scheme — Revision 2. This
scenario did not include electricity metering of individual apartments because the rents that are
currently paid in the Subject Buildings include the cost of electricity and, under the rent
regulation laws, if tenants were required to pay for their own electricity usage, they would have
to receive a rent reduction as an offset to these additional char_ges. In addition, MCI rent
increases are not available for the work involved in individual metering or sub-metering.
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Therefore, the significant expense of metering individual apa_rtments could not be recouped by
the applicant, which would make such work economically unfeasible.

Question:

33.  Atpg29 of the February 2009 Study, regarding unit absorption rates, you state
that 6-story walk-ups are not ideal, hence slow absorption rates and high vacancies. Can you
verify that other properties in the 20-block radius have similarly high vacancy rates that are not
due to degraded building conditions?

Response:

Acc’ordihg to Cushman, although walk-up buildings tend to have a significant
number of rent-regulated tenants who have a financial incen’tive to remain in their units, walk-up
buildings generally have higher vacancy rates than clevator buildings with the highest percentage
of vacancies on the upper floors. The vacancy rate in the Other Buildings, which have a height
of six stories and are well maintained, has been in excess of 20 percent for a number of years,

with the highest percentage of vacancies occurring on the upper floors.

Question:

‘34, What is the basis for changing the absorption rates in the various scenarios? In
the February 2009 Study (see pgs. 29 & 36) you initially estimate a 36 month absorption rate (8
units a quarter, 84 units total ), then estimate a 45 month rate (6 units per quarter, 84 units total).
In the May 2010 Study you change this to 51 months? (Also, please check your math: 8 units
every three months would mean an absorption rate of 31.5 months, not 36 months; 6 units every
three months would mean an absorption rate of 42 months , not 45 months. And 6 unifs every
three months would mean an absorption rate of 48 months, not 51, for 97 apartments.)

Response:

The absorption rates used in Cushman’s 2009 and 2010 studies took into account
the inferior condition of the Subject Buildings compared-to other btiildings in the surrounding
area, including their lack of elevators and other modern amenities and their small size, the
history of high vacaney rates in the Other Buildings, and the need for renovations and/or repairs

to render the vacant apartments marketable. In estimating absorption rates, Cushman analyzed
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recent leasing activity at a number of other Manhattan buildings, which is discussed at page 29
of the 2009 study. Different absorption rates were used for cach of the scenarios analyzed in the
2009 and 2010 studies because these scenarios involved different ievels of renovation and repair.
The 2009 scenario involving both building-wide capital improvemeﬁts and renovations to vacant
apartments, which was the highest level of improvement considered in these studies, utilized an
absorption rate of 36 months. The 2009 scenario involving apartment renovations without
building-wide improvements would have produced less desirable and marketable apartments
and, accordingly, utilized a fonger absorption‘rate of abouf 45 months. Finally, the 2010
scenario, which involved only repairs necessary to render vacant apartments habitable, would
have produced eveﬁ less desirable apartments that would have been particularly difficult to rent,
Therefore, a longer absorption rate of 51 months was used for this scenarid. The tables in the
2009 and 2010 studies that summarize each of these absorption analyses show the number of
leased apartments assigned to each quarter of the estimated absorption period.

| ' In the 2009 and 2010 studies, the absorption rates were used to estimate the lease- ‘
: ﬁp costs for each scenario. The lease-up costs, together with the property’s assessed value and
the estimated repair/renovation costs, were included in the denominator that was used to
calculate the rate of return under each scenario. In our 2011 and 2012 submissions, Cushman
recalculated the rate of return under these scenarios without including lease-up costs in the
denominator in order to adhere t(; the rate of return formula that the Commission used in the
Kiska matter, whereby the denominator consisted of the sum of the property’s assessed value
during the test year and 45 percent of the projected renovation costs. As discussed in those

submissions, the rates of return that were recalculated without considering lease-up costs
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continued to be significantly below the six percent hardship standard contained in the landmarks

law.

Question:

35.

KL3 28933359

With respect to absorption rates, you state poor layouts, poor fire safety due to
wood frame construction and no sprinklers, poor electrical service and poor security are the
cause of the 51 month absorption period.

(@

®

©

(d)

Can you explain how you came to this conclusion in light of your .
statement that you have been warehousing the units as they become vacant
in order to prepare for eventual demolition of the Subject?

Can you verify that an upgrade of electrical service, improved security,
and installation of smoke detectors alone would not suffice to result in
units with layouts and construction standards that are comparable to
similar buildings of this age and type?

Your unit absorption chart does not include buildings of this age and type
(instead they are “best in class™), nor does it indicate what rents are being
charged or whether the buildings were built as condos and then forced by
market conditions to lease up as rental (hence lease-up is stower in an

~ effort to induce sales); please revise to show absorption rates for buildings

similar to the Subject that have undergone renovations.

The reports claim that enly 8-6 units can be renovated per quarter due to
“multiple crews overwhelming power,” lead paint removal, building
layout and infrastructure. Given that more than half the apartments are
vacant, why can’t more be done each quarter? Please provide floor plans
showing all vacant units and explain why renovations of many more units
at one time could not take place using window hoists for materials
delivery and backup power or direct connections to the main (vacant
buildings with no power source are renovated)?

Since you’ve conceded that the vacancy rates are artificially inflated, and
hence cannot be used as a basis for determining absorption rates, 1sn’t the
real limiting factor the number of work crews and power that could be
used? What is preventing the owner from bringing in additional work
crews, with backup power if necessary, to speed the renovation of
apartments? Wouldn’t a prudent investor choose to minimize lost income
due to slow renovation rates and try and get renovated apartments on line
as quickly as possible? Especially if one assumed a vacancy rate equal to
the average rate for the area, which is very low. Assuming this was the
case, how many work crews would you employ, how much time would it
take to renovate the empty apartments and what would be the lease-up.
cost?
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(£ Even if a lease up absorption petiod of 51 months were credible, wouldn’t
the 1.7 mil expended on it be amortized and absorbed into the initial return
of the building to financial health? 190 units now rent-generating with

-development costs, including rent-up, amortized?

Response:

(a)  Cushman’s con?lusionrfor absorption is based on the downturn in the
residential market evident in 2009 as well as tﬁe poor marketability of the Subject Buildings. It
considers ;[he renovation schedule which is impacted by the size of units, scope of rehabilitation
and physical constraints of the buildings. Beginning in the 4th Quarter of 2008, the Manhattan
rental market witnessed a significant decrease in new rental leases. From the 3rd Quarter to the
4th Quarter of 2008, the decline was 73.18 percent. The average new lease absorption in 2009
was also 60.05 percent below 2010. In addition, Cushman considered input from Gleeds which
reports significant constraints in renovating all vacant units simultancously. Approximately half
of the property is occupied by rent regulated tenants and there is only one egress from each
section of each of the buildings. All services must be available for the existing tenants in the
building. Furthermore, the property is also a walk-up design with no on~site staging areas.
Finally, as noted in the response to question No. 34, above, even if lease-up costs were
completely eliminated from the denominator in each of these studies, the rate of return under
each sce;nario would still be less than the six percent hardship standard established under the
Landmarks Law.

(b) Simplj.r upgrading electric, security locks and smoke detectors in units
would leave the subject apartments deficient in layout and quéllity of finishes compared to like-
kind apartments on the same block and in the competitive markets. Code issues identified by
Gleeds would still remain and interior finishes, including kitchens and bathrooms, would
continue to be sub-standard and un-competitive .

-4 -
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(c) The data for absorption rates for units in similar buildings 1s not available.
In the past, most buildings with high vacancy consisted of condominium/rental conversion or
new residential development. These properties are a product of extensive renovation and capital
infusion or fepresenj: new construction. In the 2010 Cushman study, the subject property had 97
vacant units out of 190 overall units. A typical Manhattan rental property with such a large
number of units ready for lease would be ;new construction. o
(d), (¢) As mentioned earlicr; a number of apartments in the Subject Buildings are
occupied by rent regulated tenants and there is only one egress from each section of the
buildings. Annexed hereto as Attachment B is a stacking plan showing the vacant and occupied
units in the Subject Buildings at point in 2009 when theré were 94 vacant units, with the number
of vacant units reaching 97 at the end of 2009. Attachment B shows that the vacant and
occupied units were widely dispersed throughdut the buildings. During any renovation of the
Subject Buildings, all sgrvices would have to be continuously maintained for the existing tenants.
| Daily construcﬁon is also limited to the daytime. The concluded absorption rate is also an
average for the entire leasing period. Using back-up power to increase the ability to service
added work crews also increases t}\xe costs to complete thé renovation. Cushman used the
- construction cost conclusion from Gleeds. We believe these costs and contemplated plah for
renovation are reasonable. Secondary power sources and exterior hoists require permits,
insurance and manpower resulting in higher costs. While prudent investors do attempt to
minimize lost income during renovation and rehabilitation projects, the Subject Buildings have
rent regutated occupancy issues that must be factored into scheduling. In addition, prudent
investors balance cost with returns. As previously discussed, in niany cases, the market rents

achievable for the Subject Buildings’ vacant units would not even equal an apartment’s legal
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rent-regulated rent. Given that none of the scenarios analyzed result in economic feasibility,
prudent investors would not incur added costs to speed up the process. Finally, vacancy rates in
the Other Buildings are not artificially high and the applicant has not so conceded. |

(f) The absorption fate conclusion for the 2009 test year totaled 12 business
quarters equivalent to 36 months, not 51 mdnths. The sensitivity analysis in Cushmian’s 2010
study used 51 months. This is a function of existing and proposed conditions Within.the
buildings and units. The 2009 absorption conclusion gave consideration to the physical design,
room sizes and access issues of subject units, the lack of staging areas, deficient power to support
multiple work crews and input from construction consultants. In the 2010 Cushman study, an
elongated absorption peiiod conclusion was made. In conjunction with the lower rent conclusion
used in this scenari(i, Cushman assumed the most minimal upgradés to the interior finishes and
no building wide capital improvements. The desirability of the units to residential tenants is very
poor under this scenario, thereby negatively impacting the achievement and maintenance of high

occupancy levels.

Question:

36.  You stated in your testimony that if the CofA to demolish the Subject were
approved, you would invest $15 million in the restoration of the other buildings in the complex,
representing buildings-wide systems upgrades, not gut renovation of the buildings. Excluding the
- 200 affordable units you would set aside, what are the projected rents on the 596 deregulated
units in the complex? Also, if most of these units are currently rent regulated how were you
proposing to arrive at only 200 affordable units? Is there projected in this analysis MCI increase,
vacancy de-control and rental increase decontrol (>$2500/unit)? Please explain.

Response:

The only issue that is relevant to this application is whether the Subject Buildings,
as encumbered by their landmark designation, are capable of earning a reasonable return.

Therefore, any proposal concerning the use of the Other Buildings is not relevant to this
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apartments in the Other Buildings as affordable dwelling units. The rents in these units would be
permanently capped to make them affordable to hbuseholds earnihg no more than an agreed
upon percentage of New York City’s area zﬁedian income. The remaining apartments in the
Other Buildings would continue to be subject to Rent Stabilization or Rent Control unless and
until they were legally de-regulated through com‘plia;ncé with an available statutory de-regulation
mechanism. The 2012 Wolﬁert Letter provides iﬁformétion concérm'ﬁg both the rent-regulated

legal rents and actual rents in the Other Buildings.

Question:

37.  If the original intention was to empty the Subject of tenants on a non-eviction
basis, therefore slowly, demolish, reconstruct a 10 FAR building and rent-up, aren’t the costs
associated with loss of income during that decade-long period of project development built into
your long-term profitability analysis? If instead, you gut renovated vacant units, and others as

‘they became vacant, wouldn’t the loss of income during renovation and rent-up be built into your
long-term profitability analysis in the same way as above but with significantly less capital
expenditure, hence a greater profit to loss factor?

Response:

As previously stated, the only issue that is relevant to this application is whether
the Subject Buildings, as encumbered By their landmark designation, are capable of earning a
reasonable return. Therefore, questions relating to the potential profitability of the property if it
could be redeveloped with a new building are not relevant to this proceeding. With regard to a
potential renovation of the Subject Buildings, the 2009 Cushman study analyzed a scenario
involving building-wide capital improvements to the Subject Buildings and moderate
renovations of vacant units. Cushman concluded that such a scenario would not generate a six
percent return on value. The 2012 Cushman Report analyzes a different scenario involving a gut
renovation of the Subject Buildings. It concludes that, given the high costs associated with such

a renovation in relation to the resulting potential income, a gut renovation would not be
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Question;

38.  With the Subject at approximately 3 FAR in a 10 FAR zoning district did you
consider the value of selling or transferring the excess development rights to adjoining property
owners across York Ave (Rockefeller University) or on 64'h or 65 Streets (1213 York, a 6-story
rental building circa 1913, not a City landmark and owned by Stahl)'? Please provide an estimate
for the value of these development rights.

Response:

The applicant has investigated the possibility of fransferring excess development
rights attributable to the site of the Subject Buildings and has determined that none of the nearby
sites to which theée development rights may lawfully be transferred under the Zoning Resolution
are practically viable réceiving sites. The Rockefeller University campus located across York
Avenue from the Subject Buildings is significantly underbuilt and, consequently, future building
projects on the campus can be undertaken using the excess development rights attributable to that
site. While unused development rights from the site of the Subject Buildings could,
theoretically, be transferred to the site of the Stahl Organization residential building located
across Fast 65T Street, at 1213 York Avenue, this building is occupied by rent regulated tenants,
- which makes a transfer of floor area to that site speculative at best. Inany event, a floor area
transfer pursuant to Zoning Resolution Section 74-79 could not increase the allowable floor area
on that site by more than 20 percent, which would equal approximately 40,000 square feet of
floor area. The zoning lot occupied by the Subject Buildings has significantly more than 40,000
square feet of unused floor area. The parcel located directly to the south of the Subject
Buildings, on York Avenue BebNeQn East 63" and East 64™ Streets, is occupied by a post-World
War 11 18-story residential building that contains more floor area than is currently allowed on
that site and, consequently, is ﬁot a site with redevelopment potential. In light of all the

foregoing, the excess development rights attributable to the Subject Buildings’ zoning lot are not
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readily transferable to another parcel and, therefore, these development righté have little, if any,
economic value at this time.
Questioh:.

39.  Has the owner ever applied for increases to rent controlled or stabilized rents in

either the Subject Buildings or the buildings in the rest of the City and Suburban Complex on
grounds of hardship? If so, please provide the application and the final determination.

Response:

The applic_ant has not applied for hardship rent increases for the Subject Buildings
pursuant to the Rent Control or Rent Stabilization laws. The Landmarks Law does not require
that such applications be made and determined prior to the filing of a hardship application under
the Landmarks Law. Furthermore, the 2012 Wolpert Letter explains that, if the Subject
Buildings and their vacant apartments were renovated, the average legal rent of these units would
significantly exceed their average achievable market rent. Therefore, in the case of the
apartments in the Subject Buildings, merely obtaining increases in the allowable rent-regulated
rents would not be sufficient to permit these;- buildings to earn a reasonéble return.

Question:

40.  Are any of the buildings in the larger City & Suburban complex metered by |
apartment? Is 1213 metered by apartment?

Response:

None of the apartments on Block 1459 are individually metered for electric

service. The apartments at 1213 York Avenue are individually metered.

Question:

41.  Renting Apartments: Policies and Practices: With respect to your efforts to lease
apartments in the building, please provide the following information:

(a) How many applications to rent apartments in (a) .the complex and (b) the
two subject buildings has ownership received each year for the past 10
years?
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(b) How many people have inquired but not submitted an application?

{c) Describe ownership’s efforts, besides having the on-site leasing office, to
rent apartments in the complex. Do you use any brokers? Do you advertise
hi any print media or on Craigslist, Strecteasy.com or another on-line
resource? Do you have a website? '

(d)r Does Stahl use in- house leasing agents in all the buildings? Outside
agents would be paid by the tenants, eliminating or greatly reducing this
expense. '

(¢)  Please compare the leasing efforts used for the City & Suburban complex
" with other buildings owned by Stahl, especially 1213 York Avenue.

Response:

The applicant does not maintain records of the number of people who have either
inquired about renting, or applicd to rent, an apartment in the Subject Buildings or the Other
Buildings. For the Other Buildings, the on-site renting office is open and staffed by a rental
agent Mondays through Fridays from 8:00 a.m. to 4 p.m. During other hours, inquiries can be
directed to the offices or website of the propertsz manager, Gree_:ntha.l Properties, which is one of.
Manhattan’s largest managers of residential buildings. Persons V\;ho inquire about apartments 111
the Other Buildings can either be sﬁown avdilable apartments immediately or schedule a
showing at another time, including evenings or ﬁeekends. In addition to the on-sitc renting
office, apartments are rented through Word-bf—mouth referrals by tenants and employees of the
various properties owned of managed by the Stahl organization and related entities. The Stahl
organization uses an on-site leasing agent to rent apartments in the Other Buildings and in 1213
York Avenue. On-site leasing agents are not used in other buildings owned or managed by the
Stahl organization and related entities because these buildings do not have a sufficient number of

units to justify such an expense.
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( }ueétion:

42.  Please explain why if we are hearing the application in 2012 the “test year” for
rental rates is 20097 2009 was an especially difficult year for real estate and the market has much
improved; the 2009 test year artificially skews the results from the perspective of rental income
and absorption rates.

(a) Given that we will ask you to go back and substantiate your rental rates
based on comparables of similar apartments (similar services, building
age, apartment configurations, access (no-clevator), non-concierge lobby,
5-6 stories) in the 20 block radius, how will you arrive at these results
maintaining the 2009 test year?

Response:
Under the Landmarks Law (Administrative Code § 25-302[v]), the relevant “test

year” for a hardship application shall be (1) the most récent’ full calendar year, (2) the applicant’s
most recent fiscal year, or (3) any 12 consecutive months ending not more than 90 days prior to
the filing of the hardship application. The subject application was filed in October 2010.
Therefore, 2009, the previous full calendar year, is an appropriate and legally sufficient test year.

Al comparable rents discussed in the submissions in sui)porf of tﬁis application represent 2009
rents.

With regard to the housing market since 2009, in the City as a whole, residential
rents decreased following the 2008 economic downturn and have recovered somewhat since
then. However, due to the inferior size and amenity level of the apartments in the First Avenue
Estate and the significant number of new apartments that have become available throughout
Manhattan in recent years, market rents in the Other Buildings have remained relatively constant
since 2009 while operating expenses and construction costs have risen. Therefore, using a
different test year for this application would not have produced the required 6 percent teturn on
assessed value and, in fact, would have probably yielded even lower retﬁrns than the returns
based on a 2009 test year.
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Question:

43.

KL3 28593335.9

For the Feb 2009 Report — Building upgrades with apartment
renovations/upgrades, please answer the following guestions:

(a)

®

(c)

(d

(e}

®

()

(h)

()

)

Projected Real Estate Taxeé: Please justify the comparables. Are these
buildings also 50% rent controlled/stabilized?

Why doesn’t the scenario that includes building-wide enhancements and
apartment upgrades include metering for electricity if it is “atypical” (p.
25) to include electricity in the rent?

Please be consistent when using or referring to average size of apartments
that are vacant. Report switches without notice or explanation between
gross and usable square footage. Compare p. 19 with p. 21. Also “net
rentable residential area” is used. (p. 26). Please explain why C&W is
switching measurements.

Please provide the “future capital imprdvement budget . . . provided by
Project Consult™ that explains the estimated $10,530,233 for building-
wide capital improvements. (p. 19).

Do the comparables in the “Income vs. Real Estate Taxes™ table include
buildings that are half rent regulated/stabilized? Why does C&W assume
that the real estate taxes would be higher in the Subject buildings (which
are half rent regulated) than any of the comparables?

Provide data to justify the statement that the apartments in other buildings
in the City & Suburban complex have “generally better layouts and -
superior overall conditions.” (p. 26)

Please explain what factors account for the rent of $2,300/month for
apartment 4A in 402 East 65™ Street? (P. 27).

Given that the market rate apartments in the rest of the complex have
average sf rents of more than $43, detail how the alleged “considerations”
of “inferior layout, amenities, building height and overall condition”
justify an estimate of $40/sf rents after major building-wide capital
improvements and apartment upgrades. (p. 28-29)

What is the basis for starting the “absorption period” before any
apartments are ready to be rented? (“[The absorption analysis] consider

- that no units will be absorbed in the first month of leasing due to the

renovation of the units.” P. 29.)

Please explain why the owner is “collecting preferential rents from the
rent regulated tenants.” Why does the owner continue to rent a rent
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(m)

Gy

(0)

®

Response:
(@)

regulated apariment to a tenant who is “unable or unwilling to pay legal
recorded rents™? (p. 30)

Please provide the data (from C&W “survey of occupancy rates at
competing projects™) to support your estimate of a 5% loss rate and a 5%
global vacancy factor. (p.31).

Why does C&W assume the major building-wide capital improvements
will take two years but the unif upgrades will take three years? (p. 30).

With respect to operating expenses, why are you estimating $47,000 in
painting, when it was only $6,—580 in 2007 and $14,612 in 20087

Also, given the testimony that this building shares maintenance personnel
with the rest of the complex and the other Stahi owned building across the

_ street, please break down the salary and benefits so that it’s clear what this

is for.

With respect to utilities, how does ownership and/or C&W determine that
the $267,200 is for “common areas” when the apartments are not metered?
(p. 33) If this is accurate, what is the expense for utilities for the
apartments?

Why are operating expenses estimated at $14.21 per square foot of above
grade area, when the actual expenses for other buildings in the City &
Suburban complex indicate a rate of between $9.47 and $11.427 (p. 33-
34).

Comparable No. 1 contains 36.67% rent regulated units; Comparable No.

2 contains 46.32% rent regulated; Comparable No. 3 contains 0% rent regulated vunits;

Comparable No. 4 contains 52.73% rent regulated units; Comparable No. 5 contains 51.33% rent

regulated units.
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0. of 0.0

Preperty Location Units GBA M RR EGY RE Taxes % of £GI
Midtown East ' 30 18,275 SF 19 i1 $705,330 $166,528 23.61%
Midtown West 95 63,528 SF 51 44 $2,941,329 $700,555  23.82%
Midtown West 479 475327TSE 479 0 $23,334,220 $5,754,546 24.66%
Chelsea 55 55,233 S 26 29 $1,850,868 $383,797  20.74%
Upper West Side 150 124,284 SF 73 77 $3,933,330 $801,193 20.37%

Average 23.83%

FM: Market Rate Units, RR Rent Regulated Units

Based on-the 2008 revenue and expense statement, the real estate taxes for the
Subject Buildings represent 26.34 percent of that year’s effective gross in,comé (EGI). The
comparables in the previous chart average 23.83. percent of EGI. Cushman has reconciled these
two data points and concluded to a real estate tax projection of 25.0 percent of the EGI. Its
conclusion is sliéhtly below the percentage of 2008 historical real estate taxes based on EGL

According to the 2009/2010 Property Division Income Guidelines published by
the NYC Finénce Department, taxes as a percentage of income range between 13.75 to 29.46
percent. This is based on an income range less than $7.60 per square foot to greater than $35.94
per square foot. On a per square foot (of GBA) basis, the Subject Buildings’ gross income
projection is modeled to be $28.06 per square foot in 2009. The effective income projection is
$25.26 per square foot. Based on the NYC guidelines, properties within the income range of
$19.02 and $26.92 per square foot should generate real estate taxes of 25.50 percent of effective
gross incoine.

Additionally, Cushman examined 2009 income and expense data for five Walk-up'
apartment buildings primarily on the Upper East Side. -AS of 2009, the rent regulated inventory
of units within these properties ranged between 25.0 and 50.0 percent of total apartments. The

comparable taxes reported as a percentage of EGI ranged between 22.25 to 25.57 percent with an
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average of 23.63 percent. Cushman’s real estate tax projection of 25.0 percent of EGI is within

the comparable range and reasonable.

No. EGI RE Taxes % of EGI
1 $632,431  $144.,486 22.85%
2 $775,498  $181,344 23.38%
3 $674,552 $169,297 25.10%
4 $354,775  $90,702 25.57%
5 $713,454  $158,746 22.25%

Average 23.63% .

(b)  The renovation estimates provided by Gleeds did not consider the cost of
adding meters for all apartments. This was based on a provided scope of renovation. It should
be noted, in any event, that if the apartments were to be sub-metered and tenants responsible for
direct electric utility payments, all rent stabilized tenants would be granted a reduction in rent
commiensurate with standard utility rates. I'nk addition to the added cost of metering, there isa
significant administration cost to amend the leases of the reht stabilized tenants. Therefore, there
would be no material increase in net revenues from the addition of meters. To the contrary, for
all the above reasons, metering of apartments would produce a reduction in net income.

(c) We are not aware of any reference to “usable square footage” in
Cushman’s 2009 study. “Net rentable area” was utilized for rental rate projections of the units in
the Subject Buildjngs. Net rentable arca refers to all of the space within an apartment that is
accessiiale to the ocbupant. Gross building area is the total floor area of a building, excluding
below grade space and unenclosed areas, measured from the exterior of the walls. The gross

building area was utilized for operating expeﬁse projections of the buildings.
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(d) - A copy of the Project Consult report estimating the $10,530,233 capital
budget is annexed hereto as Aftachment C.

(e) See the response to question No. 43(a), above.

43 The Subject Buildings constist of -84,-826 square feet of gross building area
with 190 residential units. This represents 446 square feet of gross building area per apartment.
Per City records, the gross building area of the Other Buildings is 445,644 square feet, which
excludes 15,000 square feet allocated to retail space. These structures contain a total of 762
residential units, which represents 585 square feet of gross building area per apartment. This is
31.17 percent more arca per apartment than is in the Subject Buildings. This additional square
footage provides the apartments in the Other Buildings with superior layouts to the apartments in
the Subject Buildings. Cushman also analyzed the density of the underlying site based on the
number of units per acre of land area. The Subject Buildings contain 412 units per acre. For the

Other Buildings, the density is 322 units per acre. Therefore, the Subject Buildings are

constructed to a 27.91 percent greater density than the Other Buildings.

Site Size  Site Size No. GBA Units
Lot (ST¥) {Acres) GBA Units Unit Acre
1* 42,777 0.98 186,882 237 789 241
10 30,125 0.69 133,860 290 462 419
30 30,125 0.69 124,902 - 235 531 340
Aggregate 103,027 2,37 445,644 762 585 322

Percent Difference -23.66% 27.91%

Subject Buildings 22 20,083 0.46 84,826 190 446 412

*Allocates 15,000 square feet for commercial space

- 36 -

KL3 2893335.6



Cushman’s previous studies also contained photographs of renovated units in thé
Other Buildings which show superior finishes in comparison to the units iﬁ the Subject
Buildings, which make them more attractive to potential tenants. |

() The unit to which Cushman atiributed a rent of $2,300 per month is a two-
bedroom unit with an area of 576 square feet. Upon a further review of its records for this
apartment, the applicant has determined that $2,300 is the monthly rent for this unit allowed
under Rent Stabi_lizatiqn, and that the unit is actually rented for a preferential rent.of $1,600.
This ﬁ'referentiai rent, which reflects the market rent that can actually be achieve& for tﬁis unit,
represents a per square foot rent of about $33 and, therefore, supports Cushman’s projection of
market rents for the vacant apartments in the Subject Buildings.

(h)  The 2012 Cushman Report includes an adjustmént grid chart for
comparable rents. That report also aﬁalyzes additional comparable properties which support the
conclusions in Cushman’s 2009 study.

(i) The date of the analysis in Cushman’s 2009 study is as of February 5,
2009. As of the date of analysis, a rg:novation period is necessary before the vacant units could
" be upgraded to livable cogditions and occﬁpied. Therefore, the first quarter (3 months)isa
period modeled to allow the ﬁrsf set of apartments to be renova;ted. The absorption chart shows
that no income will be gegerated for these vacant units during the first quarter.

() Legal rents for individual apartments may be greater or less than the
market will bear. Preferential rents are used when the market rent is below the legal recorded
rent. A preferential rent preserves the legal rent levels to which future Rent Guidelines Board

increases apply.
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X Cushinan reports the residential market occupancy rate to range between
95 and 100 percent, with a historical rate of vacancy below 5 pefcent. This does not mean that
these “avérage” rates apply to all properties. A vacancy rate was selected based upon Cushman’s
judgment of the Subject Buildings® competitive position, which is a reflection of their condition,
design and location. Given their 6 story height, tﬁe size and layout of units, and the perceived
condition post renovation, Cushman projected a vacancy rate greater than this average market
level. The Subject Buildings will experience greater- than average turnover of units especially on
their uppermost floors. Cushman also projecfed a “credit loss,” for which prudent investors
model. This accounts for slow or non-payment of rent and delays in obtaining possession due to
supceésion rights challenges of rent regulated units.

(D The absorption rate conclusion with building-wide capital improvements.
was 12 business quarters equivalent to 36 months. The absorption rate conclusion without the
capital improvements Was 15 business quarters equivalent to 45 months. This is a function of
existing énd proposed conditions within the buildings and units. The absorption conclusion with
building—wide‘ capital improvéments gave consideration to the physical design, room sizes and
access issues of subject units, the lack of stﬁging areas, deficient power to support multiple work
crews and input from construction consultants. The desirability of the apartments in the Subject
Buildings without the capital 'imprm-/ements would be very poor, and attracting and maintaining
high occupancy is negatively impacted. The absorption rate for the Subject Buildings would also
be affected by the relatively high turnover and large number of vacant apartments in the Other
Buildings, which -would provide direct competition for available units in the Subject Buildings.

(m)  The historical painting expenses were based on a high actual vacancy rate,

which reduced the amount of required painting. In contrast, Cushman’s projection of $47,500 is
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based on full occupancj, which increases the amount of painting that must be done. This
projection, which takes into account painting and supply costs, represents a cost of $.056 per
square foot, which 1s consistent with indﬁstry norms.

(n) Cushman’s salary and benefits projection contemplates a superintendent,
two handymen, one porter and security personnel receiving uﬁion pay scales. Based on the
$296,900 expense projection, the average annual salary'and beneﬁt ﬁer employee is $59,380.
The chart below details the average salary costs, VViﬂ'lOllt benefits, for seven residential assets that
Cushman is familiar with. Benefits typically account for 25 to 30 percent of total employee
costs. Cushman’s projection of salary and benefits for the Subject Buildings is below the

average of the comparable set, but is deemed reasonable and applicable to these buildings.

Property Average Salary
Comparable 1 ' $41,578
Comparable 2 $89,804
Comparable 3 $62,325
Comparable 4 $45,690
Comparable 5 $65,000
Comparable 6 $65,000

Comparable 7 $65,000

(0)  The text should have read “common areas and apartments”. Thisisa
typo.

(p)  The Subject Buildings are in poor overall condition-with an obsolete
electrical system beyond its useful life. The tiny bathrooms accommodafc only custom fixtures

which are more expensive to repair and replace.
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Question:

44.  For the Feb 2009 Report: Apartment renovationsfupgrades only, please answer
the following questions:

(a) Please explain how C&W arrived at the estimated 12.5 percent reduction
in rents for this scenario. (p. 36)

(b) Please explain Why C&W changed the absorption rate from 36 to 45
months and why the renovation rate has changed from 8 to 6 units per
~ quarter. (P. 36) '

(©) Why did the estimated average size of épartments change from 442 to 446
(compare p. 19 with p. 33). '

(d) Many of the apartments in the two buildings have new and larger
windows. How was this taken into account in estimating rents?

Response:

(a) Cushman estimated that the 2009 scenario involving both renova‘tioné to
vacant apartments and building-wide capital improvements to the Subj ect Buildings would hdve
allowed the renovated vacant apartments to achieve market rents of about $40 per square foot.
With respect to improvémcnts to existing buildings, in-unit renovations have the greatest
economic impacts on achievable rents. However, building—wi_de capital improvements can also
affect rent levels. For example, some capital improvements will enhance the appearance and/or
functionality of a building’s lobby or other common areas, which will have a positive impact on
achievable rents. Similarly, elecirical upgrades can allow for greater use of electronic
equipment, aﬁpl_iances and individual air conditioning units, thereby increasing the marketability
of apartments. Cushman determined that approximately 25% of the total building-wide capital
expenditures projected for the Subject Buildings were 6f the type that would have an impact on
rent levels in the Subject Buildings. On the bams of this analysis, for the 2009 scenario that
includes in-unit upgrades but excludes building-wide capital improvements, Cushman projected

a market rent of $35 per square foot, which represents 12.5% lower rents than the $40 per square
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foot projection for the building-wide improvements scenario. This is a relatively modest and
clearly supportable reduction in projected rents for the in-unit only scenario,

(b) See the response to question No. 43(]), above. The lease rate is negatively
impacted by a reduced level of building-wide capital improvement.

(c) The “442” is a typo. The average unit size based on the gross building
arca should be 446 square feet.

(d)  Larger windows allow better light and air into the apartment, improving
somewhat the overall acsthetics. Cushman considered this as a positive influence i1.1 the rental

rate conclusion.

Question:

45.  For the May 2010 Report, please provide answers to the following questions:

(a) -~ C&W claims on p. 22 that, “[Based on the current scenario, whereby
proposed renovation have been reduced to compliance with relevant code
t0 ensure habitability, these units [market rate apartments in other
buildings in the City & Suburban complex] generally have superior
renovated interiors, and generally better layouts and superior overall
conditions.” Please provide a factual basis for this statement.

(b) C&W compares the rents that could be charged for renovated apartments
to New York City Housing Authority units, which C&W claims “ranges
between $15 and $30 per square foot.” (p. 23.) Does this estimate factor in
that the rents are subsidized?

(c) . DPlease answer all of questions with respect to absorption rate listed above.

(d) Please demonstrate that the examples cited to justify a 51 month
absorption rate are comparable in terms of defining when the absorption
period began and ended and that the apartments are comparable in terms
of size and rents being requested. (P. 24)

(e) Please answer all questions concerning vacancy and collection loss
discussed above.

3] Please answer question about why operating expenses shouldn’t track
what’s occurring in the other buildings in the complex. (p. 29)

41 -
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(g)  Why have the costs for repairs and maintenance increased from $212,100
($250/sf) in the Feb. 2009 report (p. 35) to $339,304 ($4/sf) in the May
2010 Report (p. 30)?

Response:

(a) =~ There is a significant difference between the units in the Subject
Buildings, as renovated to a mmlmum standard for code compliance and habitability, and the
market rate units in the Other Buildin:gs. Cushman’s 2010 study included a photﬁ graphic
depiction of renovated units in the Other Buildings and these show suﬁer’ior finishes.
Furthermore, Cushman has inspected the Other Buildings and their units and overall 1‘001;11 sizes
and dimeriSions are superior to the units in the Subject Buildings, making them ﬁore appealing
to a tenant. When comparing rental units with poor quality flooring, poorly insulated and
deficient windows, inferior kitchen and bathroom fixtures, a rgasonable market participant-would
conclude fhe subject units inferior.

(b)  The NYCHA properties mentioned in Cushn;xan’s 2010 étudy include
those assets federalized in 2010 under the ARRA act. The actual rents in these properties ranged
between $15 énd $30 per square foot, with the higher end of the range exhibited in the |
Manhattan asset. Some tenants of these units receive rent subsidies through various government
programs. However, according to HUD, the rents that are charged for these units represent
market rents that are commensurate with rents for comparable privately-owned units.

(c) Absorption rates were addressed in response to question No. 35, above.
The elongated absorption rate used in the 2010 study is based on the fact that, under this
scenario, the Subject Buildings’ vacant units would only be brought up to minimally habitable
standards, which would make these units difficult to rent and result in a slower absorption rate.

(d) The examples of absorption cited in the 2010 study reflect leasing activity

experienced in new, market-rate buildings. These new buildings are Class A investment grade
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assets with none of the lf-Jgistical or quality issues presented by the Subject Buildings. Therefore,
they reflect marketing coﬁditions that are very different from any leasing program that might be
initiated in the Subject Buildings. Consequently, the pace of absorption in these new buildings,

- which was in the range of 25 to 30 units per month, is well above what could be expected at the

I Subject Buildings: We know of no leasing program involving approximately 100 small units in
old walk-up buildings that can appropriately be compared to the Subject Buildings.

(e) The 2008 Housing & Vacancy Study indicates a vacancy rate of 2.88
percent for New York City. This rate rose in 2009 due to the financial crisis that began in
August 2008. Vacancy & Collection Loss is an estimate made by prudent investors to account
for the vacancy experiericed in the market, collection loss from non-paying tenants, downtime
between leases WhiCil includes a period to make-ready individual units, and a contingency for
unforeseen events (for example a fire removing a unit or units from rentable status). Market-
wide vacancy in 2009 was 5.0 percenf. Cushman estimated, on the basis of the high turnover
rate in the Other Buildings, that a market-rate unit in the Subject Buildings would turn over, on
average, every four years and, consequently, would be vacant for one month every four years.
This would add 2.0 perceﬁt to the vacancy rate in these buildings, rounded to the market-wide
vacancy rate. In addition, the Subject Buildings’ 6-story walk-up design would result in a
greater vacancy rate than market norms, and the greatest level of vacancy in like-kind buildings
are found on the 5th and 6th floors. Cushman used the market-wide vacancy in 2009 (5.0
percent) plus allowances for downtime (2.0 percent) and contingencies and collection loss, and
concluded to a 10.0 percent vacancy and éollectioﬁ loss.

(f) ~ The operating expenses used in Cushman’s 2010 study reflect operation of

the Subject Buildings following a minimal upgrade to habitable status, resulting in inferior
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conditions to the assets on the same block. This includes sub-staﬁdard clectric and mechanical -
systems, requiring greater levels of on-going repairs and maintenance, salary and insurance
expenses. The conclusion used in the 2010 sfudy report totals $13.46 per square foot. The

: -concIusion is in line with the Other Buildings when adjusted for these categoriés, and for
comparison to calendar year 2010.

(g)  The costs for repairs and maintenance differed from $212,100 in the 2009
study to $339,304 in the 2010 study. This is due to the various scenarios that were considered.
In its 2009 study, for the scenario involving in-umit renovationé and building-wide capital
expenditures, Cushman projected annual maintenance and repair costs of $212,100. For the
2009 scenario involving only in-unit renovations, Cushman proj écted a higher rate for repairs

and maintenaﬁce ($339,304) due to the absence of building-wide capital expenditures that could
be expected to hold down such expenses. The repairs and maintenance estimate made in the
2010 study for the minimal habitability scenario, which also excluded building-wide capital
expenditures, is the same estimate ($339,304) that was used in the 2009 scenario involving only

in-unit renovations.

Question:

46.  July 1, 2011 Submission, please provide answers to the following questions:

(a) Wolpert Letter:

(i) Please define what is meant by “comparable” apartments. Footnote
one explains the MSK apartments, but Mr. Wolpertt doesn’t
explain what he means when he uses this term. One assumes he is
referring to a subset of apartments in the rest of the complex, but
doesn’t explain how this subset is defined or otherwise provide a
basis for the statement.

(ii)  With respect té MSK apartments, you’ve indicated that the MSK
apartmenis could not be re-rented at the same level, but they are
still being rented for between $12001800/month. Why isn’t this
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Response:

(b)

(c)

@

(i)

()

range of rents a reasonable estimate of what renovated apartments
would rent for in the February 9 Report?

What is the basis for the statement that the “majority (63%) of the
former MSK units still cannot be leased,” since ownership has
stated that the vacancy rate in these buildings has been kept
artificially high?

Shouldn’t most of the conclusions in the Wolpertt letter be
discounted by the fact that the conclusions are based on a false
conception of the vacancy rate? Especially the conclusion about
how a releasing program at the Subject Properties would “drive the
average ‘vacant’ rent downward over time”? Similarly, the conclusion

* that “the 24% vacancy rate is indicative of the vacancy rate that is

likely to result if we sought to re-rent vacant units on York Avenue at
rents comparable to the rents that are being achieved in the other
buildings on the block™? '

Proj ect Consult Report:

()

(ii)

Please ask Project Consult (Gleeds) to estimate how much the cost
of renovations increased by ownership’s decision not to start
renovating apartments in 2006, immediately after the landmark
designation?

How miany of the apartments that were vacant at the time of
designation received new windows in the 18 months leading up to
designation or within 12 months after designation.

Paul Selver Letter

®

Please explain your conclusion and basis for the statement that,
since “the last registered rents for about a third of the vacant units
in the Subject Buildings were in the vicinity of $600 per month,”
that “[t|hese figures strongly suggest that, if the vacant units in the
Subject Buildings had been brought into minimally habitable
condition, the achievable rents in the ‘test year’ would have been
significantly lower than the average rent of the occupied units.” (p.
3). In addition, with respect to this “third,” how many were subject
to some kind of rent control restriction and when were they
vacated?

Wolpert Letter: The term “comparable apartments” was intended to cover

the apartments in the other buildings in the First Avenue Estate, with the exception of the

KL3 2893335.%
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apartments located in the one building that is served by an elevatér and the apartments that had
previously been rented by Memorial Sloane Kettering Hospital (;‘MSK Apartments”). The MSK
‘Apartments, which are significantly larger and have a higher level of finish than the apartments
in the Subject Buildings, were leased to MSK on a temporary basis at above normal market rents.
| Therefore, the rent levels paid by MSK or subsequent tenanfs in the MSK Apartments are not
indicative of the rents that could have been achieved in the Subject Buildings following such
renovations. Vacant apartments in the Other Buildings, including the MSK Apartments, have
not been warehoused and have all been available to rent.

(b) | Project Consult (Gleeds) Report: Itis nét possible for Gleeds to estimate
how much the cost of repair and renovation work in the Subject Buildings would have increased
betwéen their November 2006 designation by the Commission and the test f/ear of 2009. Gleeds
does not have sufficient information regarding the conditions at the Subject Buildings and in
vacant apartments m November 2006. In any event, as explained in the response to question No.
2, above, following the Commission’s 2006 designation of the Subject Buildings, it was
reasonable and prudent for the applicaﬁt to leave the buildings® vacant apartments empty while it
was seeking judicial and administrative relief from that determination.

To d;ate, of the 684 windows in the Subject Buildings, 125 have been replaced
with new windows. The applicant does not have records concerning which apartments in the
Subject Buildings received new windows in the 18 months prior to, and the 12 months after, the
Commission’s designation.

(¢)  Paul Selver Letter: The Wolpert and Selver letters noted that, as of March
2011, the average monthly rent for occupied apartments in the Other Buildings was about $888

and, for occupied apartments in the Subject Buildings, the average rent was about $840. A large
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majority of these units are subject to Rent Stabilization. These averages include some
ai)artments that are occupied by tenants who are paying above market rents, but have not sought
to relocate because of the costs associated with relocation or because their existing income or
credit status tend to disqualify them from many housing alternatives. The Wolpert and Selver
letters also noted that the average last—registei'ed monthly rent for vacant apartments in thé Other
Buildings was about $788 and the last-registered rent for about a third of the vacant units in the
Subject Buildings was in the vicinity of $600. Because almost all of tﬁese vacant units were
subject to Rent Stabilization, the rents that could legally be chargéd for vacant apartments .'m the
Subject Buildings after they were brought intQ habitable condition would be limited, even taking
into account the allowable rent increases for previously vacant apartments. Under these
circumstances, and considering the competition resulting from the availability of a number of
vacant and superior apartments in the Other Buildings at relatively fnodest rents, it is very likely
that the ren;[s that couid be achieved in the Subject Buildings’ vacant apartments if they were
brought into minimally habitable condition would be less than the average rents of the occupied

units in these buildings.
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RPIE ~ Real Property Income and Expense 1-01459-0022-07233-00013 Page 1 of 8

RPIE 2006
Borough-Block-tot (BBL): 1-01459-0022 429 EAST 64 STREFT

SECTION A - OWNER INFORMATION

la. Owner's Name Stahl York Avenue Co.LL. b, EIN o 13-2901875
d. Additlonal Owner's Name i
(if applicable) &
g. Additional Owner's Name h i
(if applicable) )
2a. Filer's Name _ b
(if different from the owner) . ) ¢
d. Filer's Relationship to the
Property
SECTION B ~ CONTACT INFORMATION
3, Contact Name Gregqg Weolpert 4. Firm Name  Stanley Stahl Management
7 . E-mail
5. Telephone No. {212)826-7060 * Address gwolpert@stahlre.com
7. Group Fller No. 000 '

https://a069-webapps! .nyc.gov/RPIE/RPIE _PR.cfm 08/21/2007




RPIE - Real Property Income and Expense 1 -01459-0022-07233-00013 Page 2 of 8

SECTION D - RPIE EXEMPTIONS
TO BE COMPLETED ONLY IF YOU ARE NOT REQUIRED TO FILE AN RPIE

12. I am not required to file an RPIE for this year because my properiy:

a.
b.
c.

d.

has an actual assessed value of $40,000 or less.
is exclusively residential with 10 or fewer apartments.
is primarily residentlal with 6 or fewer apartments and no more than one commercial unit,

is a residential cooperative apartment-building with less than 2,500 square feet of commercial space
{not including garage space},

is an individuat residential condominium unit that is not part of a group of rental units that makes up
the majority of the development.

Is rented exclusively to a related person or entity.

is occupied exclusively by the owner but Is not a department store with 10,000 or more gross square
feet; hotel or motel; parking garage or lot; power plant; or theater.

is owned and used exclusively by a fully exempt not-for-profit organization or government entity and
generates no rental inceme.

is vacant or uninhabitable and nan~|ncome-producing because of an Impending demolitfon,

is vacant, non-income-producing land. ,

if you claimed an exemption above and want to file an RPIE-EZ to prbvide Finance with the most
current information about your property, please check the box to the left

https://a069-webapps1.nyc.gov/RPIE/RPIE_PR.cfm 08/21/2007




RPIE - R_eaI Property Income and Expense 1-01459-0022-07233-00013 Page 3 of 8

© SECTION E - PROPERTY USE AND VACANCY INFORMATION

13. Description:
a. Total # of Units: 1920 b. # of Residentlal Units; 190 c. # of Commercial Units: 0

d. # of Buildings: 2 e, # of Storles: . 6 f. Year of Purchase: 1977

14-26: Indicate the percentage of the space In the bullding that was vacant as of the end of the reporting period.

Percentage Vacant

14. Residentiaf 16%

15. Office: : 0% '

16. Retail: 0 %

17. Loft: 0 % _
18. Factory: 0%
19, Warehouse: 0%

20, ‘Storage: 0 %

21, Garage/Parking: 0%

22, Hotel 0 %

23. 0%

24, : 0%

25. ' 0%

SECTION F - ADDITIONAL REQUIRED INFORMATION

TO BE COMPLETED ONLY IF THE PROPERTY CONTAINS ANY PARKING-RELATED SPACE

49, Outdoor Parking Information:
a. # of Qutdoor Parking Spaces: 0
b. # of Paid Outdoor Parking Spaces: 0
¢. Monthly Rate Per Space: $0
50, Indoor Parking Information:
a, # of Indoor Garage Spaces: 0
b. # of Pald Indoor Garage Spaces: 0
¢, Monthly Rate Per Space: . $0

https://a069-webapps!.nyc.gov/RPIE/RPIE_PR.cfm 08721/2007
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RPIE - Real Property Income and Expense 1-01459-0022-07233-00013 - Page 4 of §

SECTION G - LEASE INFORMATION

52. Is any part of the property subject to a triple net lease? NG '
53. Is there a ground lease on the property? NO
54, Owner Occupancy: Is any part of this property owner-occupled? NO

S-ECTION G - LEASE INFORMATION (CONTINUED)

Tenant's Name Floor Full or Partial Gross Sgrt Primary Use Base Yr Lease Term
¢ Full 0 [t
Pass Through Next Escalation  New Rent
Current Rent Electricity Charges Date ($ per year)

0 : ¢ G 0

https://a069-webappsl.nyc. gov/RPIE/RPIE_PR.cfm 08/21/2007



RPIE - Real Property Income and Expense 1-01459-0022-07233-00013 Page 5 0of 8

. SECTION H - FILING EXCEPTIONS

55. 1am not required to file the RPIE-2006 Part 11 or Part III Income and Expense
Statement., Indicate the reason for this exception below:

a. I filed a Tax Commisston Income and Expense Schedule containing full
calendar or full fiscal year 2006 income and expense information.

b. I purchased my property in 2007,

56. -1 am not required to file the RPIE-2006 Part II or Part I1I Income and Expense
Statement for the entire year because 1 purchased, built or renovated my
property In 2006. Indicate the reason for this exception below: .

a. I purchased this property In an arms !ength transaction during the 2006
reporting perfod and a 12 month staterment is not avaifable,

b, The property was unoccupied while under construction or renovation during
the 2006 reporting penod

c. The property was availabie for use but was entirely vacant for one or more
months during the 2006 reporting period. :

https://a069-webapps! .nyc.gov/RPIE/RPIE_PR.cfin : 08/21f2007



RPEE - Real Property Income and Expense 1-01459-0022-07234-00015 " Page 60of 8

PART II: SECTION I - REPORTING PERIOD

1. The income and expense statement CalendaryYear '
is for: '

2. Indicate the period covered in this

statement: From0%1 /06 To 12/ 06

SECTION 1 - INCOME FROM REAL ESTATE. Do not list any negative figures.

Income {$ per year)

# of Units (Round to nearest §)
3. Residential:
" a. Regulated: : 122 1,228,689
b. Unregulated: ‘13 261,684
"4, Office: 0 a‘0
5. Retail: o K
6. Loft: 0 ' 0
7. Factory: 0 0
8. Wareshouse: 1] o
g, Storage: o 0
10. Garages/Parking: 1] o
11, Owner-Occupied or Owner-Retated Space: 0. 0
12, Ancillary Income: '
a. Operating Escalation: 0 0
b. Real Estate Tax Escalation: ] 0
¢. Sale of Utility Services: 1] 2,014
d, Sale of Other Services; o 0
e. Government Rent Subsidies! 0 1,040
f. Signage / Billboard: 0 0
g. Cell Towers: 0 ]
13. Other (describe):
a. Laundry Q 10,012
b. o 0
c. 0 0
14. TOTAL ENCOME FROM REAL ESTATE 1,503,439

Lettanm /aNAQ mrohanne ] nve onu/RPTEMRPIRE PR .ofm 08/22/2007
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RPIE - Real Property Income and Expense 1-01459-0022-07233-00013

SECTION K - INCOME FROM BUSINESS

15,
i6.
17.
18.
19,
20.
21,

22.

Merchandise:

Food and Beverage:
.F'arking:

Automotive Fuel:
Admissions:

Other Sales:

Gross Sales:

a. Gross Sales:

b. Returns and Refunds:
¢. Leased Departm.ents:

d. Net Gross Sales:

TOTAL INCOME FROM BUSINESS

Income {$ per year)
{Round to nearest $}

c © @ o e ©

o Q@ @ O

https://a069-webapps 1 .nyc.gov/RPIE/RPIE PR.cfm

Page 7 of 8

08/21/2007




SECTICON L - EXPENSES

23.
24,
25.
26.
27.
28.
29.
30.
31,
32.
33.

34.

35.

Fuel:

Light and FPower:

Cleaning Contracts:

Wages and Payroll:

Repairs and Malntenance:

Management and Administration:

Insurance {(annual):

Water & Sewer:

Advertising: '

Interior Painting and Decorating:

Amortized Leasing and Tenant Improvement Costs:
a. Amortized leasing & tenant improvem
b. '

Miscellaneous Expenses:

a. Depreciation of building improvemen
h. Security

c. Supplies, Permits, Sundiy, Bad debi
TOTAL EXPENSES '

Comments:

RPIE - Real Property Income and Expense 1-01459-0022-07233-00013

Expenses ($ per year)
(Round to nearest $)

72,076
120,656
0
251,800
161,429
125,403
78,552
56,042

0

52,197

' 9,744
o

11,054
56,464
111,747
1,107,164

https://a069-webappst.nyc.gov/RPIE/RPIE_PR.cfm

Page 8 of 8

08/21/2007



RPIE - Real Property Income and Expense 1-01459-0022-08/13/2008-00010

[l

RPIE 2007
Boreugh-Block-Lot (BBLY: 1-01459-0022 429 EAST 64 STREET
Last Update: 08/13/2008 This form has not yet been submitted
Initiaity Loaded On: 08/05 /2008 Seq No. 0

SECTION A - OWNER INFORMATION

ia, Owner's Name Stah! York Avenue Co. LL b, EIN C. 1 kkkkkwk
d. Additiohal Owner's Name

(if applicable) € i
g. Additional Owner's Name h i
(if applicable) ‘
2a. Filer's Name b c
(if different from the owner) ' ’
d. Filer's Relaticnship to the Ouwner
Property
SECTION 8 - CONTACT TNFORMATION
. Contact Name Gregg Wolpert 2. Firm Name Stanley Stahi Management
E-mall
3. Telephone No. {212)826-7G60 4, Address gwolpert@stahive.com

https://a069-webapps12.nyc.gov/RPIE/RPIE_PR.cfm

Page 1 of 8

8/19/2008



RPIE - Real Property Income and Expense 1-01459-0022-08/13/2008-00010

SECTION D - RPIE EXEMPTIONS
TO BE COMPLETED ONLY IF YOU ARE NOT REQUIRED O FILE Al RPIE

1. ¥ am not required to file an RPIE for this year because my property:

a.
b.

C.

has an actual assessed value of $406,000 or less,
is exciustvely residential with 10 or fewer apartments.
is primarily residential with 6 or fewer apartments and no more than one commercial unit.

is a residential cooperative apartment building with less than 2,500 square feet of conwnercial
space (not including garage space). '

is an individual residential condominium unit that is not part of a group of rental units that
malees up the majority of the development.

is rented exclusively to a related person or entity.

is occupiad exciusively by the cwner but is not a department store with 10,000 or mare gross
square feet; hotel or motel; parking garage or lot; power plant; or theater.

is owned and used exclusively by a fully exempt not-for-profit organization or government
entity and generates no rental income, .

is vacant or uninhabitable and non-income-praducing for the entire year.

is vacant, non-income-producing kand.

If you claimed an exemption above and want to file an RPIE-EZ to provide Finance with the most
current information about your propeity, please check the box t6 the left

https://a069-webapps12.nyc.gov/RPIE/RPIE_PR.cfim

Page 2 of &

8/19/2008



RPIE - Real Property Income and Expense 1-01459-0022-08/13/2008-00010

SECTION E - PROPERYY USE AND VACANCY INFORMATION

1. Description:
2. Total # of Units: 190 b. # of Residential Units: 190 . c. # of Commercial Units: 4]

d. # of Buildings: 2z 2. # of Floors: 6 f. Year of Purchase: 1977

2-13: Indicate the percentage of the space in the building that was vacant during the entire reporting period.

Percentage Vacant

2. Residential 1i%
3. Office: 0%
4. Retall: : 0 %
5. Lofi: 0%
b, Factory: - G %
7. Warehouse: O %
8. Storage: Q %
9. Garage/Parking: 0%
10. 0%
ii. %
12, G %
13. G %

SECTION F - ARDDRITIONAL REQUIRED INFORMATION
TG BE COMPLETED ONLY IF THE PROPERTY CONTAINS ANY PARKING-RELATED SPACE
i, Outdoor Parking Information:
a. # of Outdoor Parking Spaces:

b. # of Paid Qutdoor Parking Spaces:

<. Monthly Rate Per Space: $0

2. Indoor Parking Information:
a. # of Indoor Garage Spaces:

b. # of Paid Indoor Garage Spaces:

<. Monthly Rate Per Space: $0

https://a069-webapps12.nyc.gov/RPIE/RPIE_PR.cfm
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RPIE - Real Property Income and Expense 1-01459-0022-08/13/2008-00010

SECTION 3 - LEASE and CCCUPANCY INFORMATION

Does the tenant pay ALL the gperating expenses including the real
: ) NO
estate taxes (triple net lease)? .

2. Isthere a ground lease on the property? NO

Owner Qccupancy: ¥s any part of this property owner-occupied or occupied- by a relateg NO
party?

https://a069-webapps12.nyc.gov/RPIE/RPIE_PR.cfm
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RPIE - Real Property Income and Expense 1-01459-6022-08/13/2008-060010 Page 5 of 8

SECTION K - FILING EXCEPTIONS
1.

I am not required to file the RPIE-2007 Part II or Part III Income and Expense
Statement because I purchased my property In 2008 :

2. I am not required to file the RPIE-Z007 Part If or Part Il Income and Expense
Statement for the entire year because I purchased, built or rencvated my property
in 2007. Indicate the reason for this exception below:

a. I purchased this property in an arms length transaction during the 2007
reporting period and 3 12 month statement is not available.

b. The property was unoccupied while under construction or renovation during the
2007 reporting period.

c. The property was available for use but was entirely vacant for one or more
months during the 2007 reperting perfod.

https://a069-webapps12.nyc. gov/RPIE/RPIE_PR.cfm 8/19/2008



RPIE - Real Property Income and Expense 1-01459-0022-08/13/2008-00010

PART ¥I: SECTION L - REPORTING PERIOD

1. The income and expense statement CalendarYear
is for:

2, Indicate the period covered in this

statement: From Q1 / 07 To 12/ 07

SECTION M ~ INCOME FROM REAL ESTATE. Do not list any negative figures.

Income ($ per year)

# of Units (Round to nearest $)
1. é. Residentiai: Regulated 177 1,141,392
b, Residential: Unregulated 13 262,030
2. Office: o 4]
3.. Retail; G a
4, Loft: ] 0
5. Factory: 4 L+]
6. Warchouse: 0O s}
7. Storage: i} o
8. Garages/Parking: a ¢
9. Owner-Occupied or Dwner-Related Space: 4] 1]
10. Ancillary Income:
a. Operating Escalation: a
h. Real Estate Tax Escalation: . 0
c. Gale of Utllity Services: . , 2,044
d. Sate of Other Services; 0
e, Governmeni Rent Subsidies: . o 8,412
f. Signage / Billboard: o o o
g. Cell Towers: 3] a
11. Other (describe}:
a. Laundry and miscellancous income o 4,440
b. 0 ' o
c. Q o
12. TOTAL INCOME FROM REAL ESTATE 1,423,318

hitps://a069-webapps12.nyc.gov/RPIE/RPIE PR.cfm

Page 6 of 8
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RPIE - Real Property Income and Expense 1-01459-0022-08/13/2008-00010 Page 7 of 8

SECTION N - INCOME FROM BUSINESS

Income (§ per year)
{Reund to nearest $)

Merchandise:

Foad and Beverage:
Parking:
Automotive Fuel:

Admissionis:

o 8 6 °o o o

Other Sales:

Noe o s wop

Gross Sales:
a. Gross Sales:
b. Returns and Refunds:

¢. Leased Departments:

e o o O

d. Met Gross Sales:

8. TOTAL INCOME FROM BUSINESS : &

https://a069-webapps12.nyc.gov/RPIE/RPIE_PR.cfm ' 7 8/19/2008
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RPIE - Real Property Income and Expense 1-01459-0022-08/13/2008-00010

SECTION O - EXPENSES

= .

Fuel:

Light and Power:

Cleaning Contracts:

Wages and Payroll:

Repairs and Maintenance:
Managemenat and Administration:
Insurance {annual}:

Water & Sewer:

© @ N o s W

Advertising:

—
=

interior Painting and Decorating:

[ Y
Moo

~ Miscellaneous Expenses:
a, Depraciation of building improvemen
b. Supplies .
c. Taxes and permits
d. Security
e, Sundry
13. TOTAL EXPENSES

Comments:

If you need to correct or amend information, please select the ‘Amend a Filed Return' option on the
main menu and use the same password {0 re-access the filed information.

Amottized Leasing and Tenant Improvement Costs:

Expenses (§ per year)
(Rourd to nearest $)

101,235
126,648
0
256,846
1,302,393
873,391
78,252
72,756
0
13,362
7,930

18,614
6,580
S,450

63,124
3,510

2,934,672

https://a069-webapps12.nyc.gov/RPIE/RPIE_PR.cfm

Page 8 of 8

8/19/2008
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RPIE - Real Property Income and Expense 1-01459-0022 -08/26/2009-00010

Real Property Income and Expense - 2008
Sorougi-Biodk-Lot (ALY 1-01450-0022 429 EAST 64 STREET
Updated and Fifed Om 08/26/2009
nfalty foaded On: O8/11/2808 . o

SECTIGN A - OWNER INFORMATION

ia. Owner's Name - Stahl York Avenue Co, Lt b. EIN < 13- FEEKERE
d. Addionat Owner's Name ¢
€,
(if applicable)
g. Additional Owner's Name h
(i applicable} ! !
Za. Fiter's Name 5 c
(if <ifferant from the owner) )
d. Fiter's Relstionship to the Propesty Owner
SECTION B - CONTACT INFORMATION
1. Contact Name Gregg Wolpert 2, Firm Name Stanley Stahl Management

3.  Telephong Na. (212)826-7060 4. E-mail Address gwelpert@stabire.com

https://a069-webapps12.nyc.gov/RPIE/RPIE_PR.cin

Page 1 of 7

8/26/2009



-RPIE - Real Property Income and Expense 1-01459-0022. -08/26/2009-00010

SECTION D - RFIE EXEMPTIONS
" 10 5E CLMHETED GHLY IF YOU ARE HOT REGUIRED 10 FILE AN RFIE

1. X am not required to file an RPIE for this year bacausa my property:

a.,

B,

has an actual assessad value of $40,000 or less.
is exclusively residential with 10 or fewer apartments.
is primarily residential with & or fewer apartments and no more than one commerdal unit.

is a residential cooperative apartment building with: less than 2,500 square feet of commercial space (net ncludiog garage

space).

s an individual residential condonminium unit that is nok part of a group of rentak units that makes up the majority of the
developmant. ’

is rented exclusively to a related persen or entity.

is occupied exclusively by the owner but is not & department store with 10,000 or rore gress square feet; hotal or motel;

parking garsge or lot; power piant; or theater,

1s owned and used exclusively by a fully exempt not-For-profit organization or government entity and generates no rentat

income,
is vacant or uninhabitable and non-income-producing far the entire year.

is vacant, non-income-producing iand.

If you claimed an exemption above and want ta file an RATE-EZ Lo provide Finance with the most current Information about your
properfy, please check thve hox to the laft

hitps://a069-webapps12.nye.gov/RPIERPIE_PR.cfim

Pape 2 of 7

8/26/2009




RPIE - Real Property Income and Expense 1-01459-0022 -08/26/2009-00010

SECTEON E ~ PROPERTY USE AND VACANCY INFORMATIGON

1. Dascription:

a. Total # of Units: 190 . # of Residential Units: i9g c. # of Commercial Unfts:
. # of Buildings: x e, # of Foors: 3 {. Year of Purchase:
a. Is a total demolition expected prior to January 5 20107 No

2-13: Indicate the percentage of the space in the building that was vacant during the entire reporting period.

Percentage Vacant

2, Residantial 24%
3. Office: 0 %
a. Retaif: 0%
5. toft: . A %
&, Factory: 0% |
7.  Warehouse: - 0 %
8. Storage: 0%
9. Garage/Parking: 0%
10, 0%
1i. 0%
12, . a %
13. ’ 0%

SECTIGN H - ADDITIDNAL REQUIRED INFORMATION

TO BE COMPLETED ONMNLY IF THE PROPERTY CONTAINS ANY PARKING-RELATED SPACE
1, Gutdoor Parking Information: .

a. # of Qutdoor Parking Spaces:

b. # of Paid Outdoor Parking Spaces:

£. Monthly Rate Per Space:

2. Indoor Parking Information:
a. # of Indoor Garage Spaces:
b, # of Paid Indoor Garaga Spaces:
<, Monthly Rate Per Gpace:

SECTION J - LEASE and OCCUPANCY INFORMATION

Does the tenant pay AEL the operating expenses including the real

1. )
estate taxes (triple net jease)?
2. 1s there a ground lease on the property?
3. Cwrer Occupancy: Is any part of this property awner-occupied or occupied by a related party?

SECTION K - FILING EXCEPTIONS

hitps://a069-webapps! 2.nye.gov/RPIE/RPIE_PR.cfin

NO

NO

NO

1977

$0

30

Page 3 of 7
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"RPIE - Real Property Income and Expense 1-014559-0022 -08/26/2009-00010 Page 4 of 7

I am not required to file the RPIE-2008 Fart II or Part {11 Income anc Expense Statement bacause 1
purchased my property in 2009

2. 1am not required to file the RPIE-2008 Part 1T or Past 111 Income and Expense Statement for tha entire
vear because { purchased, built or renovated my property in 2008, Indicate the reasen for this
exception below:

a. I purchased this property in @n armns Jength transaction during the 2008 reporting period and 2 12
month statemant is not available,

b. The prdpedy was unoccupied while under construction or renovation during the 2608 reporting

period.

<. The property was available for use but was entirely vacant for one or more months during the 2008
reporting period.

httra-faN69-wehanos] 2.nve.cov/RPIE/RPIE PR.cfm 8/26/2009




RPIE - Real Property Income and Expense 1-0145%-0022 -08/26/2009-00010 Page 5 of 7

PARYT EI: SECTION L - REPORTING PERIOD

1. Theincome and expense statement is for: ’ CalendarYear

{ndicate the period covered in this statement: From 01 /03 To 12/ 08

SECTION M ~ INCOME FROM REAL ESTATE. Do not list any negative figures.

Incorme {$ per year)

# oF Units (Round to nearest §)
1. @, Residential: Regulated 105 1,104,113
. Raesidantial: Unregulated 1 38,293
2. Office: o [
3. Retail Tenants: V G . ]
4. Loft: a - L]
5. Factory: - L] 0
&, Warehouse: : o [+
7. SGtorage: - 0 [i]
8. Garages/Parking: a a
9. Owner-Occupied or Owner-Ralated Space! o . 0
10. Andilary Income:
a. Operating Escalation: 4]
b. Real Estate Tex Escalation: 0
c. Safe of Utllity Services: - 2,017
d. Sale of Other Services: l o
e, Government Rent Subsidies: 4] 5818
£, Signage / Billboard: [\ ] 7 [+] .
g, Cell Towers: o ]
11. Other {describe):
a. Laundry and miscellaneous income a i9,448
b, l 4] o
<. 0 [}
12. TOTAL INCOME FRCM REAL ES-FATE 1,166,689

https://a069-webappsl2.nyc. gov/RPIE/RPIE_PR.cfm 8/26/2009



RPIE - Real Property Income and Expense 1-01459-0022 -08/26/2009-00010 Page 6 ot 7

SECTION N - INCOME FROM BUSINESS

Income [§ per-year)
{Round to naarest %)

1. Merchangise: 4}

2. Food and Bevarage: 0
3. Parking: 1]
4. Automotive Fuel: 0
5. Admissions: o
g, Other Sales: [¢]

7. Gross Soles:

a. Gross Sales: 0
©. Returns and Refunds: a
¢. Leased Departments: [H] .
. Net Gross Sales: 4
8. TOTAL INCOME FROM BUSINESS L]

SECTION O ~ EXPENSES

Expenses (§ per year)
(Round to nearest. $)

1. Fual: 116,456
3. Lightand Power: 142,474
3. Cleaning Contracts: . 3
4. Wages and Payroeil: 257,110
5. Repairs and Maintgnance: 1,409,576
&. Managemnent and Administration: 361,742
7. Insurance (annual): 65,574
8. Water & Sewer: 128,832
9. Advertising: 1]
10. Interior Painting and Decorating: . 8,892
11, Amortized Leasing and Tenant Improvement Costs: 7,719

1z, Miscellanaecus Expenses;

a. Depreciation of bidg improvements 25,094
b. Securily 65,036
c. Bad debt expense 23,503
4. Taxes and permits 6,958
&. Supplies and sundry 11,7068
13. TOTAL EXPENSES 2,825,557

htra a069-webanps1 2.nve.eov/RPIE/RPIE PR.cfm &/26/2009



RPIE - Real Property Income and Expense 1-01459-0022 ~08/26/2009-00010 Page 7017

Comments:
SECTEON IV ~ RPXE CERTIFECATION

I certify that afl the information contained i the Reaf Property Income and
Expense Statement submitted efectronically for the harcugh, Block and fot
1-01459-0022 , including any attachments, iz #rue and correct

to the best of my knowledge and belief.

T understand that the willful making of any false statement of rmaterial fact
wili subject me io the provisions of the law relevant to the making and filing
of false instruments.

This form has been filed

If you naad to correct of amend information, please select the amend a Filed Return' option on the main menu and use e same password ko re-access the filed mfarmation.

1-01 4590022 -08/256/2009-00010

httne/a069-webanns12.nve.gov/RPIE/RPIE PR.cfm 8/26/2009



Real ?roperty - Real Property Income and Expense 1-01459-0022 -08/31/2010-00031

Real Property Income and Expense - 2005
Borougle-Block-Lot (BBLY): 1-01458-G022 4292 EAST 64 STREET

Updated and Filed Ony 08/31 /2010 -
Initially Loaded On: 06/ 182010 Szg Ne. €

SECTION A - OWNER INFORMATION

1a. Cwner's Name Stah! York Avenue Co. b. EIN

d, additignal Qwner's Name
(if applicable)

g. Additional Owner's Name h
(if appiicable) .

Za. Filer's Name ’ b
(if different from the owner) )

d. Filer's Relationship to the
Property
SECTION B -~ CONTACT INFORMATION

Owner

1. Contact Name Gregg Wolpert 2, Flrm Name

E-mall

(212)826-7060  Address

3. Telephone No,

-~

https://a069-webapps12.ayc.gov/RPIE/RPIE_PR.cfm

c. 13-tk sk

Stanley Stahi Managemant

gwolpert@stahlre.com

Page 1 of 7

8/31/2010




Real Property - Real Property Income and Expense 1-01459-0022 -08/31/2010-00031

SECTION D - RPIE EXEMPTIONS
TO BE COMPLETED ONLY IF YOU ARE NOT REQUIRED TO FILE AN RPIE

1. I am not required o file an RPXE for this year because my property.

a.
b,
C.

d.

£,

has an actual assessed value of $4G,000 or less.
is exclusively residential with 10 or fewer apartments.
is primarily residential with 6 or fewer apartments and no more than one commerciat unit.

Is & residential cooperative apartment bullding with less than 2,500 square feat of commercial
space (not including garage space).

is an Individual residential condominium unit that is not part of a group of rental units that makes
up the majority of the development.

Is rented exclusively to a related person or antlty.

is oceupied exclusivaly by the owner but is not a department store with 10,000 or more gross
square feet; hotel or motel; parking garage or fot; power plant; or theater,

Is owned and used exclusively by a fully exempt not-for-profit organizatien or government entity
and generates no rentat income.

is vacant or uninhabitable and non-income-producing for the entire year.

is vacant, non-income-producing jand.

If you claimed an exemption above and want to file an RPIE-EZ to provide Finance with the most
current information about your property, pfease check the box to the left

https://a069-webapps12.nyc.gov/RPIE/RPIE PR.cfin
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Real Property - Real Property Income and Expense 1-01459-0022 -08/31/2010-00031

SECTION E - PROPERTY USE AND VACANCY INFORMATION

i, Description:
a. Totai # of Units: 180 B, # of Residential Units: 190 c. # of Commercial Units: 0

d. # of Buildings: 2 e. # of Fleors: 6 f. Year of Purchase: 1977

g. Is a total demolition expected prior to January S 20117 Mo
2-13: Indicate the percentage of the space in the building that was wvacant during the entire reporting perlod, .

Percentage Vacant

2. Residential F1i%
3. Office: 0 %
4. Retail: 0%
5. Loft: 0%
6. Factory: 0%
7. Warehouse: 0 %
a. Storage: 0 %
9. Garage/Parking: 0 %
10. G %
11. 0 %
12, 0%
13. 0 %

SECTION H - ADDITIONAL REQUIRED INFORMATION
TO BE COMPLETED ONLY IF THE PROPERTY CONTAINS ANY PARKING-RELATED SPACE
1. Qutdoor Parking Information: -
a. # of Qutdoor Parking Spaces:
b. # of Pald Outdoer Parking Spaces:

c. Monthly Rate Per Space: $0
2. Indoor Parking Information:
a. # of Indoor Garage Spaces: : 0

b. # of Pald Indoor Garage Spaces:

¢, Monthly Rate Per Space: $0

SECTION J - LEASE and OCCUPANCY INFORMATION

Does the tenant pay ALL the operating expenseas including the real
1. X NO
estate taxes {triple net lease}?
2. Isthere a ground lease on the property? NO
2 Owner Occupancy: Is any part of this property owner-gccupled ’ NO

or occupied by a related party?

SECTION K - FILING EXCEPTIONS

1. famnot reguired to file the RPIE-2009 Part II or Part III Income and Expense

https://a069-webapps12.nyc.gov/RPIE/RPIE_PR.cfim

Page 3 of 7

8/31/2010



Real Property - Real Property Income and Expense 1-01459-0022 -08/31/2010-00031 Page 4 of 7

Statement. Indicate the reason for this exception below:

a. I electronically filed a Tax Commission Income and Expense Schedule containing
fult calendar (2009} or fuil fiscal year {2009-2010} income and expense
information.

b. I purchased my property in 2010,

2. T am not reguired to fife the RPIE-2009 Part IT or Part III Income and Expense
Statement for the entire year because I purchased, built or renovated my property
in 2009. Indicate the reason for this exception helow:

a. I purchased this property in an arms length transactlon during the 2009
reporting perfod and a 12 month statement is not available.

k. The property was uncccupled while under construction or renovation during the
2009 reporting period.

c. The property was available for use but was entirely vacant for one or more
months during the 2009 reporting perfod.

https://a069-webapps]2.nyc.gov/RPIE/RPIE PR.cfm ' 8/31/2010



Real Property - Real Property Income and Expense 1-01459-0022 -08/31/2010-00031 Page 5of 7

PART II: SECTION L - REPORTING PERIOD

1. The Income and expense statement is " CalendaryYear
for:

2. Indicate the pericod covesed In this From 01 / 08 To 12 / 09
statement:

SECTION M - INCOME FROM REAL ESTATE. Do not list any negative figures,

Income ($ per vear)

# of Units {Rourd Lo nearest $)
1. a. Residental: Reguiated ) 26 1,000,769
b. Residential: Unreguiated G 10,975
2, Office: o 4]
3.. Retall Tenants: 4] a
4, Loft: 0 0
5. Factory: ki) 0
6.. Warehouse: 0 0
7. Storage: 0 o
8. Garages/Parking: 0 [}
9. Owner-Occupied er Owner-Relatad Space: 1] a
10. Ancillary Income:
a. Operating Escalatlon: 1]
b. Real Estate Tax Escalation: ) g
c. Sale of Utility Services: . 1,314
d. Sale of Other Services: ) 0
e. Government Rent Subsidies: 4] . 6,486
f. Signage / Billboard: 0 1]
g. Cell Towers: o [\]
11, Other (describe):
a. Laundry o ' 12,066
b. 0 0
c. ] o
2 TOTAL INCOME FROM REAL 1,031,611

TESTATE

https://a069-webaops12.nve.2ov/RPIE/RPIE PR.cfim 8/31/2010



Real Property - Real Property Income and Expense 1-01459-0022 -08/31/2010-G0031 Page 6 of 7

SECTION N - INCOME FROM BUSINESS

Income {4 per year)
{Round to nearest §)

1. Merchandise:

Food and Beverage:
Parking:
Automotive Fuel:

Admissions:

o Q@ o o o @

Cther Sales:

Noe noe W

Gross Sales:
a, Gross Sales:
b. Returns and Refunds:

¢. Leased Departments:

o e Q9 9

d. Net Gross Sales!

8. TOTAL INCOME FROM BUSINESS a

SECTION O - EXPENSES

Expenses (§ per year)
{Round to nearest $)

1. Fueb: 98,548
2. Light and Power: 125,848
3. Cleaning Contracts: o
4.  Wages and Payroll: : - 263,097 i
5. Repairs and Maintenance: 395,817
6. Management and Administration: 451,337
7. Insurance {annuaf): ) 52,896
8. Water & Sewer: ’ 87,706
9. Advertising: . [¢]
10. Interior Painting and Decorating: 2,-9'19
11, Amertized Leasing and Tenant Improvement Costs: 7,723

12. Miscellaneous Expenses:

a. Depreciation of bidg improvements ' 29,185
b. Supplies 19,062 ‘
c. Taxes and permits ) 11,324
d. Security 61,337
e, Bad debt expense 4,866
13. FOTAL EXPENSES 1,255,665

htips://a069-webapps!2.nyc.gov/RPIE/RPIE PR.cfin 8/31/2010



Real Property - Real Property Income and Expense 1-01459-0022 -08/31/2010-00031

Comments:
SECTION IV - RPIE CERTIFICATION

I certify that ail the information contained in the Real Froperty Income and
Expense Statement submitied electronically for the borough, block and lot
1-021459-0022 , including any attachments, is true and correct

to the best of my knowledge and belief.

I understand that the willful making of any false statement of material fact
will subject me to the provisions of the law relevant to the making and filing
of false instruments.

This form has been filed

If you need to correct or amend information, please select the 'Amend a Filed Return' option
on the main menu and use the same password to re-access the filed information.

1-(01459-0022 -08/31/2010-00031

https://a069-webapps12.nye.gov/RPIE/RPIE PR.cfm
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RPIE-TCIE - Income and Expense Form

Lagout

[Will net update page]

Real Property Income and Expense 2049

429 EAST 64 STREET Borough-Block-Lot (BBL): 1-01459-0022

Page 1 of |

Segren [ Bmadl Upoestse | Sontact s

[Wilt open in a new window]

Finance requires owners of all properties with an actual assessed value of $750,000 or more to submit the current rent
roll as part of their annual RPIE filing.

[ Prnt I Commercial RentRoll || Save| * Required Fiefds | Save & Retun |
Section J - RESIDENTIAL LEASE INFORMATION
# of - # of Total Rent Pass Through  Average # of # of
_ff\'partment Regulated ;Dtalt:‘g;t Ants * Unregulated Unregulated Apts Charges Rentable . 1-Year 2-Year
ype Apts * egu P Apts * *, {$ per Year) Square Feet  Leases * Leases *

TOTALS 190 853,744 0 -0 0 21 77
one 408 506,066 0 0 0 0 10 34
Bedroom

Two 10 56,811 0 0 0 0 2 3
Bedroom

Three :

Bedroom 0 0 0 0 0 0 0] 1]

Four

Bedroom 0 O 0 g 0 a 0 0
Studia 72 290,867 0 0 0 0 9 40
Other 0 0 0 1] 0 0 0

| Reset| | Save& Retum

Sonpnight 2010 The Uiy of New York

https://a069-webapps12.nyc.gov/RPIE/RPIE_G Res.cfm

Lontact Us | FAQS §

Brivacy Btaiemend | Sie Man

8/31/2010
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Real Property - Real Property Income and Expensel-01459-0022-08/31/2011-00117

Real Property Income and Expense - 2010
Borough-Block-Lot (BEL): 1-02358-0022 42% EAST 64 STREET
Updated and Filed On: 08/31/2011 o
Initially Loaded On: 08/19/2021 Seq No, &

SECTION A - OWNER INFORMATION

lz. Owaer's Name Stah| York Avenue Co. b. EIN - 1-EREFERE
d. Additional Owner's Name e f
(if applicable} )
2a. Filer's Name B
. [
(¥ different from the ownec)
d. Filer's Refationship to the Property Owner
SECTION B ~ CONTACT INFORMATION
1. {Contact Name Gregg Wolpert 2. Frm Neme Stanfey Stahl Management
3, Address 277 Park Avenue
City: New York State; NY Ziprio172
4. Telephone Mo. {212}826-7060 5. E-mail Address gwolpart@stahlre.com

hitps://a069-webapps]12.nyc.gov/RPIE/RPIE2010_PR.cfin

Page 1 of 7

8/31/2011




Real Property - Real Property Income and Expensel-01459-0022-08/31/2011-00117 Page 2 of 7

SECTION D - RPIE EXEMPTIONS
T0 BE COMPLETED OHLY IF YOU ARE NOT REQUIRED TO FILE AN APIE

1. I am not required to file an RPIE for this year because my property:

a. has an actual assessed vafue of $40,000 or less.

b, is exclusively residential with 19 or fewer apartments.

c. iz primarily residential with § or fewer apartments and ne mare than oa;te cammerciat unit.-

d. Is a residential coaparative apartment bullding with less tian 2,500 square feet of commerdial space {not Including garage
space),

e, is an individua! residential condominiunt it that is not part of a group of rental units that makes up the majarity of the
development.

F. is ranted exclusively to 3 related person or entity.

9. is sccupled exclusively by the owner but is not a department store with 19,000 or more gross square feet; hotel'ar matel;

parking garage or lot; power plant; or theater.

h. s ownad and used exclusively by a fully exempt not-for-profit org or 4o entity and g no rental
Income.

i is vacant or uninhabitable and non-income-producing for the entice year. .

) is vacant, non-income-producing land.

If you clalmed 20 exemption above and want ta file an RPLE-S to pravide Finance with the mest current information about your
property, please check the hox to the left

hitps://al69-webappsi2.nyc.gov/RPIE/RPIE2010 PR.cfin 8/3172011



Real Property - Real Property Income and Expensel-01459-0022-08/31/2011-00117

SECTION E - PROPERTY USE AND VACANCY INFORMATION

1.  Deseription:
a. Tata! # of Units: 150 b, # of Residential Unlis: 130 <. # of Coinmercial Units: L]

4. # of Buildings: 2 e, # of floors; 6 f. Year of Purchase: 1477

g. Is & total demolition expected prior to January St 201272 __“- Ne

2~13: Indicate the percentage of the space In the buliding that was vacant during the entire reparzing period.

Percentage Vacant
Z, Residential 37%
3. Office: T %
4. Retail: 0%
5. Lok g%
&, Factory: - 0%
7. Warehousa! 0%
8. Stacagat 0%
9. Garage/Parking: a%
19, 0%
11. 0%
1Z. 0%
1= 0%

SECTION H - ADDITIONAL REQUIRED INFORMATICN

TO BE COMPLETED ONLY IF THE PROPERTY CONTAINS ANY PARKING-RELATED SPACE

1. Cutdaor Parking Infarsnation:
a. # of Qutdoor Parking Spaces: a
b. # of Péld Qutdaor Parking Spacess o
¢. Monthly Rate Per Space: $0
2. Indoor Parking Information:
a. # of Indoer Garage Spaces: a
b. # of Paid Indoor Garage Spaces: 0
. Monthly Rate Per Space: 50

SECYION J - LEASE and OCCUPANCY INFORMATION

N Does the tenant pay ALL the operating expenses including the real NO
© estate taxes (triple net iease)?
2. Is there 2 ground fease on the property? NO

3 Crvter Gocupaney: 15 any part of this progerty owner-occupied NG

or octupied by a related party?

SECTION K - FILING EXCEPTIONS

T am not required to file the RPIE-2020 Part I or Part HI Income and Expense Statement. Indicate the
reason for this exception below: ’

a. I clectronically Ated a Tax Commission Income and Expense Schedule containing full catendar (2010)
or full fiscal year (2010-203.1) income and expense informatlon,

b, I purchased my property jn 2011,

2. Iam not required to fle the RPIE-2010 Part (1 or Part IIf Income and Expense Statzment for the antire
year because 1 purchased, built or ranavated my property in 2610, Indicate the reason for this
excepton below:

https://a069-webapps12.nyc.gov/RPIE/ARPIE2010 PR.cfm

Page 3 of 7
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Real Property - Real Property Income and Expense1-01459-0022-08/31/2011-00117 Page 4 of 7

a. I purchased this property in an arms length transaction during the 201G reporting pericd and a 12
maonth statement s not avallable,

. The property was vaoccupled while under construction or ranovation during the 2010 reporting
perlod.

c. The property was available for use but was entirely vacant for one or mare manths during the 2010
reporting period.

https://a069-webappst 2.nyc.gov/RPIE/RPIE2010_PR.cfm 8/31/2011




Real Property - Real Property Income and Expensel-01459-0022-08/31/2011-00117

FART 1Y SECTION L - REPORTING PERIOD

1. The income and expense smatement is for:

2
Indicate the pertod covered in this statemant:

SECTION M - INCOME FROM REAL ESTATE. Do not list any negative figeres.

L. a. Resldential: Requlated
b. Residential: Unregulated
€, Total Residential
Offica:

- Retall Tenants:

Left:

a s wow

Factary:

2

Warehouse:
7. Storage:
8. Garages/Parking:
9.  Owner-Geoupled or Qwner-Relatad Space;
10. Anclilary Income:
a. Operating Escalatlon:
b. Real Estate Tex scalation:
[ Saledcf Utility Services:
d. Sate of Other Services:
4. Government Rent Subsidies:
£, Signage / Biflboard:
g. Cell Towerst
11. Other (describe):
a, Laundry
b,

[

12. TOTAL INCOME FROM REAL ESTATE

# of Units

51

from 01/ 10 To 12/ 10

income ($ par year)
(Round to nearest §)

R71,025

[}
B7L,025

o

[

[

3,065

6,077

10,612
a
]

830,779

https://a069-webapps12.nyc.gov/RPIE/RPIE2010_PR.cfm
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Real Property - Real Property Income and Expensel-01459-0022-08/31/2011-00117 Page 6 of 7

SECTION N ~ INCOME FROM BUSINESS

Incame (% par year)
(Round tg nzarest §)

1. Merchandise: g
2. Food and Beverage: [1]
3. Parking: . 9
<, Automotive Fuel: o )
. Admissions: a
&. Other Sales: 1]
&

7. Gross Sales!

a. Gross Sales: 9
b, Returns and Refunds: [
. Leased Depastmants: ]
d. Net Grogs Sales: [
8. TOTAL INCOME FROM BUSINESS a

SECTION O - EXPENSES

Expenses (§ per year)
{Round to nearest £}

1. Fuel: 122,678
2. Light and Power: 135,102
3.  Cleaning Contracts: a
4. Wages and Payroll: 264,363
S Repairs and Malntenance: 46,807
6. Management and Administration: 350,953
7. Insurance (annual}: 54,662
8. Water & Sewen: 70,271
o Advertising: o
10.  Interor Paintlng and Decorating: 4,353
11, Amertized Leasing and Tenant Improvesment Costs: 7,639

12. Miscellaneous Expenses:

2. Real Estate Taxes o
b. Bad Debt 34,272
C. Depreciation [+
d, Permit 9,003 I
e, Security 62,055 !
f. Mortgage ¥nterest o ; .
g. Supplies 6,465 ;
h. Sundry 4,305
i. Amortization of commen area improve 5,773

13. TOTAL EXPENSES 1,198,098

Loamments!

SECTION I¥ - RPXE CERTIFICATION

https://a069-webappsl2.nyc.gov/RPIE/RPIE2010_PR.cfin 8/31/2011



Real Property - Real Property Income and Expensel-01459-0022-08/31/2011-00117

E certify that aff ifre information contained in the Real Property Income and
Expensa Statement sulnnitied electronically for the borough, block and fot

Z-01459-0022, including any attachments, is true and correct
Eo the best of my knowledge and befief.

X understand that the wiliful making of any false statement of material fact
will subject e fo the provisions of the Jaw relevant to the making and filing
of false fnstruments.

This form has been filed

If you need to correct or amend infarmatian, please select the "Amend a Filed Return' option
on the main menu and use the same password Lo re-access the filed Information.

1-01459-0022-08/31/2011-00117

Real Property Income and Expense 2010
429 EAST G4 STREET norough-Block-Lot (BBL): 1-01459-0022

- Regquired Fields

[Section J - RESIDENTIAL LEASE INFOCRMATION

IApartment Type {|# of Requiated Apts * ]‘l’atal Rent Reguiated Apts [i

‘TOTALS 78 836,007 i
I3 3
fone Bedoom  Jfas 542,615 d ji
Two Bedoor,  [i6 68,359

Three Bedroom  |i9

Four Bedroom ]

Studia 23

Ottier’ i

Copyrght 2005 The Gty of Mew Tork

A

Fi)

Real Property Income and Expense 2010

429 EAST 64 STREET eorugh-8lock-Lot {EBL): 1-01459-0022

* Required Feids

Page 7 0of 7

TaMEst US § SAGE | Prvacy Statement ¢ Site Map

[a!cl‘ion J - CURRENT COMMERCIAL LEASE INFORMATION

[Flaor#
or
13 Lease Next

Tenaat's ange of Rentable N Lease . |[Current N [Pass Rent After
Floors Frimary Tern Electricity Step-Uip

Tenant's Name® |EXY or st | Square Use* Start Date (# of Rent™ (s (& per Year) Through pate Step-Up
Feet™ MMYYYY, ar year, Charges er Vea

= o eel (MMN/YYYY) vearsy [P year} g MM YY) (% p )
(M PH,LP, N
& B or S)

Tolals

Tooynght 2005 The Gty of Saw York

https://a069-webapps12.nyc.gov/RPTE/RPTE2010 PR.clfm

Centzer Us | ¥Ags | Arvacy Siatement . Stte Map

8/31/2011
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- 4291430 84TH STREET

APARTIRENT RENOVATION COST PAATRIX

NOTES

1 |ihers are no real standard lsyouts, edch apartment seems ia be different,
3 {Thé esimate inciudes for replacing Bathrooms in all apariments.
3 [The estimate indiades for seconfiguration of Bathroom walks in all apartments
to accommodale a standard & x § Bathreom. .
4 [The estimate indudes for replacing Kitchen fitlings in af apanments - & length X B
of floar ang wall-mounted cabinets : . .
"5 |Generaily, windows in Baiwooms and Fifshens nesd replading i 3l spaniments. ) A
__6  |¥he estimate incudes for paicting and repdinting oclings, except for new I e
_ ceilings al Bathrooms, e — ] R
"7 i esfimaie incldes for paching and repainting walls, wh the exceplion of . REDURIR R
[Bathroom wals for which we have allowed Ruibheight fing. - _ SURT S "
3~ |Treesmiimeincites for repiscing inistior goors and frames n dlapaements. |7 T T T\ TN T LT T
""" {The estimate indudes for new campets theoughoul all apartments with the T R SR T PR
_~ |exception of Bathreoms end Kilchen for which we have sllowed VCT, .. 4 __. —— e ]
o | i eiimate daes ot indiide Tor e repispementar gt iotres, | | T T XTIV U -
1 |ihe estimate wcludes fof new ivough-window AC tnifs._ y R I R
. NB THiS MIGHT NEED THE ELECTRICAL S_Y_S_EEI_{WIQ R I PRV D R,
~ |ACCOMMODATE THE ADDITIONAL LOADS - ESTIMATED COST =~ _ | 53600 | GSF |5 _4865)8 4553640
i3 |The estimate does nol inciids the instalation of (olet eximust systems; dthese [ © 1 R N
T e required pstimated cost-= 32 |_EA_]S 34750001% 1,192,000
~35" |iie sstimate does not inciude the mstaliation of comdor ventialion systemerl | | RN B
o these arerequired estimated cost = - 2 EA {§ 6050000 % 139,000
14 celimate does nof nciude e nstliation of Kichen ventiation systems; |~ j I R
.. .Jthese are required estimated cost = T T T L Ba | ssarseg0) B 1112000
18 |The estimate does notindlude the installafion of PTAC air conditioning Ern i R I SR T ]
o if these are required estimaled cost for installation of 127 units ( where N D
~ 77" |iwough-window units are currently envisaged to be installed Y= 127 | EA |§_347500]% 441320
. _|eBTHIS WOULD REED THE ELECTRICAL SYSTEM TQ BE UPGRADED 0 SO S .
. ACCOMMODATE THE ADDITIONAL LOADS AS ABOVE o I P IO V—
16 [The cost of compiels replacement of the existing healing sytems by walet_____ R i
Source heat pumps, fan coll units o spll-system air colled heat pumps would | i _
need urther investgation.
- _ —r—
77 T estimate does nok inciude the instaliation of ememency lighting in all egress |~ i
comidors, Yobby, basement and roof ulility rooms; if these: are required gstimated
ost = 99,600 | GSF |§ 776 |3__ 260.208 |
18 The estimate does not include the replacment of fioor drain grates and cleaning _
___Yof underground piping; if these are required eslimaled cost = 1 LS 1% 695000}3% 6,950
T8 {The <limate does not inckide the replacment of all exisling ssnilary slacks and I
_jverk nisers; il these are required sslimated cost = b 82 EA |$ 2293500 )% 733920
MNOTES Page1of2 71412008




4297430 34TH STREET

APARTMENT RENOVATION COST MATRIX

NOTES

L20 The gg.hgl_ate does not indlude the 2 roplacment of afl exisling Stormwater risers: . N P L.
Ef thesearerequnmd estimated cost = . 4 EA |3 88960035 36584
21 [The estimate does notinclude a new house rap, pit and assodiated Iresh air . . . i
lee‘t, if these are required ¢ esnmated gost = M EA §§ B34000|% 8,340

22_ {The estimate does not include 8 new 4° metered dcmestlcwater Sorvice; ) R
i this is required estimiated cost = ' ) ; i s |$§ 5580000]§ 35600

3 [The esiiaie dose et andudeam;qém_é@:ew@e“@aﬁ@“@&ﬁ@ ' N T
fproventer; i his s required estimaled cos| = .- - - 1 Ls |s Gos000|s B850
24 |rhe esiimaié does nol Inghide ihe insulafion of 2l domesichaland cidwater | | o Y
piping; if this is required estimated cost = S $3600 | GSF |3 417§ 390312
35~ |The estimale does aotinciide 3 domesiic water service consenl pressure 1 o R
77 lpumping system ¥ this s required esfimated post = __ . .. .} 1 LS | $710425000 ] 5 104,250
* 36 |i¥ie estimale doss not inchide gas-ired domesiic not waer healers for each . AR D S
. " |building; i these are required eslimated cost = . _ 2 EA ]§ 6050000 § 139,000
TE The astimate does notnciude e instollation of shutof valves forcodand | T 1 T
. huiwalernsers,lllheseareregmred esnmated oost = 5200 PERRJSER EA |§ 278005 -
" 28 |The estimate does not include a i sprinklarsystem ifthis s required i B A N B
_ " |estmatedeost = . .. __ CUREE - | s | EF [8. STLE sl07as)
N FFE linate does not ndiurc an pidressable fie Alamm systems; if his Is IR IR U D

__ . Jrequired estimaled cost = c e — b g | sF |§. . 8613 54

T DS S e e ——

NOTES Page 2 of 2
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