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David Teitelbaum and his consortium

FIGHTING THE
FINANCIAL SQUEEZE

Hy MATTHEW RIMWILAMID
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Al the time of an unprecodont-
] housing shordagae I New
York Cily, one real estafo ropaori
hes estimated il licwiis iy -
tenfisl of the hundreds of oles
lete and undor-occupiod com
muorcinl or lght manofacturing
buildings —many of them in
finaneial difficulty —io b over
TR CRNY prrsnns (o the baoeeomgh

“"THE RENOVATION af 111
Fourth Avenue waould have
never been possible without

P o iry Amriy Banald

the experlise and connec-
tions of our consortium,” says
David Teitelbaum of Teitel-
baum Holdings. Lid. “Each
one did more than his share
and gave a lttle extra”
The resulis of the consorti-
um's efferts will be unveiled
this month when model
sultes open.

ol Manhatlan alone

eapile maximal inleres) on
thir guart o numarsieE gl fogpee:
BN wanbing fa Lk o0 polone
Hal profects, intens=s! las been
mintmnl on  he prierd  wf i bt
linancisl  instilmtisns which
Ilillﬂil“:p' pwl"l:l"-'i'di' the [unds lor
such construction. this bicking
any mecycling potential

A, n lock of expurlence in
thikts  Klingd af work by fminy
orchltocis, managers, o0 inenes
and conlractore, hax boon
another source of  dilficuliy,
even though the projects may
have passed the scruliny of
the lenders and reached the
arlenl eonstruclion stagom

Frusteated by the probloms
ol abteining linancing. one ins
dividual, David Teitelbaum. has
taken mallers fnlo his own
hands i, |H:rﬁc'-|l|1!|.' uujq“nlr,
arranged his own all-cash B
nancing through privale Euro
poan Investars Tor the opoeras

flong of hix firm. Teltelbaum
Holdings, Lid.
Well “salted™ project

Curranltly. the fiem is in-
volved in four projects, inclad-
Ing serving As consieliant o
joint-vinlure pariner on lwo
cernvirsbons ol ollice Lnildiags
to apartment houses, and the
complele renovation of the old
Barbizon Hotel on Manbattan's
uppar Epsl Side. Bul perhaps
fhir ol unoeseal = and amln-
hous — iof Teitelbaum's projects.
i the $8.5 million conviersion
of 111 Fourth Avenue in lower
Manhattan, first put up lor a
mail-order sull company 55
sisars age, inlo 8 1#unit resd-
dontinl apartmeant EBullding

Pri Ul abosaspnce of willing hank

krnddors,  Todtelbawm  put (o
gether o comocliom of individ-
wials  uinil  organizalions. i,
Biasiel o Hhivir excelleint quali
[mtions, <o ured T necessary
llnaneing of 520 million from
n--:ulp. SR I‘1II’II|II‘IIII inveklors,
Rathirr than  tofal lnancing
throwgh lamb< which s dilfi-
cull wheii not impossiblo, we
wionl tn Euroge where the ides
of mrcveling s ool nivw, and is
biakn Tavifasl bannagr
ghyi. Dy founding up manoy
from businesses and individe-
als, wio avolded the fradillons!
debdt linancing approsch to buy
the property ond pay for con-
structon. and ar wilng  10H1%
cash instined Thir halancn of
the momoy nol niseded for the
Fourth Avenue conversbisn il
b used on olher projects i the
future, he adids.

wibnrtain.

Azwembling the team

Hut Toltelbaom didn't stop
there, Toe gvercome the Tradi-
ol “lack  of  experience”
problem. he woni ahead 1a
ullizd the condorilum ol highty
respeecled  poofessionals  weith
diversn  backerounds,  sound
financial bocking, and outstand-
ing exportise 1o procesd with
ontiverslon, “MMost of the mno-
vallon 'recyviling  offorts  are
wmall, have limited expurrEnee,
wikk wi o noncamion hasis, ani
Reovar fimitod bonding copacity,
Teldbawn  points oul, "By
assembling the most qualiliod
team possibde. we hove boon
absle to wl tract capital from slhes
than usual somrees in order (o
turn dying buildings intoe vi-
byand, innovallve and s -
aivir Bousing.” Includol o the
copnieribam s tha ontlee paack-

36/ June, 1974

aue of builder. manager. archi-

iect. zoning expert, allorney,
gngineer., and financial con-
sultant

First to join the consortium
was Danforth Toan. AIA. of
Wamer, Buns. Toan & Lunde,
who handled all design speci-
fications. For zoning. Teitel-
baum had the counsel of Milton
M. Glass, AIA, of Glass & Glass,
and formerly chairman of the
New York City Board of Stan-
dards and Appeals. |erome
Steicker, senior vice president
of Sonnenblick - Goldman,
came on board for mortgage
[inancing. Legal counsel was
pru'wid:;::l !r_..r Robert Bell and
Mithael Beckman of Bell. Waol-
kowitz, Beckman & Kee. As
plans progressed, Val Lehr of
Lehr Associalos was added to
the team 10 provide enginger-
ing expertise; Richard Ravitch
of HRH Construction, brought
the crews to 111 Fourth Avenue;

111 FOURTH AVEMUE had everything
necessary to gualily for s 151 tax abate-
manl program Exposure on all sides
an upper levels, gosd Iransportalion,
i nelghborhiomd on the spswing,: sell
ehivitors. and & reasonably
alliradtivie [sncapcles
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and Robert Korn of |.H. Taylor
Management contributed over-
all management expertise.
Now, only six months after
taking title in January. the
building is well into the con
struction phase, with model
apartments scheduled for show
ing this month. and lirst ococuo-
pancy planned for October. In
all, the 140,000 sq. ft. building

will include 72 studio units.
96 one-bedroom, and 12 (wo-
bedroom apartments. plus 7,000

sq. ft. of commercial space on
the ground [loor. Rents are
projected at $300-400 month for
studios. and S400-5(0 'month for
one bedroom Either a
health club with pool or paddle
tennis club will be located in
the rear of the buillding.

The rental success of the
project is all but assured. Tei-
telbaum feels. Besides the 13-
1/2-f1.-high ceilings in the apart-
ments. and 10 x 15-ft. windows,
there are quarry-tiled kitchens
and corriders. wall-to-wall bath-
room mirrors, wooden kitchen
cabinets. and above-standard
kitchen applionces in an effort
to use “reasonable standards

unils.

WHEN FIRST DD{CUPANDCY '|I-r|,.,=|:|1:\.. im Ot
ber. 111 Fourth Avenue sill offer 150,000
gy Tt of menovated space. including 72 studio
umite, 96 one-bedroom units, 12 two-bedroom
and 7.000 sq. [1, of ground Moor commisrchal
space

but in the most creative ways
possible,”

Says Teitelbaum: “The apart-
ment building we are pulting
together on Fourth Avenue will
be an important assel lo the
communily. It is a high quality
building, and we don't wani
lo do things o il we want 1o
tdo things with it to enhance
ils :|[r|ri|:1}' worthwhile [ea-
lures.

Just the beginning

Following the completion of
construction and renlal opera-
tions, Teitelbaum ;rhuu«i ti
enter the local morteace markel
again — this lime however, with
a completely renovaled and
fully rented building with a
Certilicate of Occupancy and
tax abatement under New York's
program for residential conver-
sions. This morigage, combined
with some small portion of pri-
vale investment., will then be
used to repay the European
investors who made it all hap-
pen initially, Teitelbaum says.
“Should it still be impossible
to obtain a mortgage [or some
reason, the consortium can con-
tinue to hold the property it-
self,” Teitelbaum explains.

“However, the [inancial pre-
mium for this route would be
high.”

Upon receipt of the city's
Certificate of Occupancy.
Teitelbaum will be eligible to
apply for tax abalement under
the city's Innovative |-51 pro-
gram. Under |-51. the owner
is permitted o 1Z2wwear exemp-
tion from any increase in as-
wessed valuation thal can be
attributed to the “reasonable
cost” of the conversion [rom
commaercial space lo a prime
multiple-family dwelling. Also.
additional abatement of up to
a0%. af the cost of the work may
e taken fora period of between
nine and 20 years.

While the [-51 provision was
doulbstless a factor in the under-
taking of the conversion project
by Teitelbaum. the law expires
al the end of 1978, and the fu-
ture investment incentive of the
|-51 provision is limited since
projects do not qualify until
completed. “Thus, few projects
just beginning will be finished
in time to qualify under the
present law.” he explains. But
despile the numerous short-
comings. such as no "r'ili'il'ld]}'_lr'}i“
or tenlative advance approval
h:l,' the city o encourage invesl-
ment by lending institutions,
I-51 has served as a powerful
catalyst to the recveling under-
taken in recent years by indi-
viduals such as Teitelbaum

Strong future potential

“*Many good office buildings
offering space al 1950°s and
1960°s rentals of between $3-6
5. ft.. will rent for the equiva-
lent of $8-10'sq. ft., if converted
to residential use,” Teilelbaum
Says.

“Given conditions here, the
opportunitics for adaptive use
of bulldings are many.” he says
in summarizing the New York
housing situation. “The cost of
niew  apartment! construction
[rom scratch is much higher
than recycling an existing build-
ing. given proper coordination
ol all of the many complex as-
pects, and use of the finest
people available as part of the
project team.”

That. David Teitelbaum seems
to do very well. 0



