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MR, O'HERN: =Ggedrmorning,'1adi@® and
gentlemen.

Before we starty‘I‘d jusf like ﬁb get
the gfnund rules for the hearing which the
Governor has called for toﬁay. He has an
impoxtaht meeting at 12:30 preparétion for
an afternoon session with respect to the
budget. S0 we will insist that you do
adhere to the amounted time. !

There will be what we call "pro=-
fessional witnesses, public witnesses, and
lay witneéges“ during the morning houvrs for
the Governor. During the afternoon, members
of the staff will remain to hear other
interaﬁt&d parties., We are going to allow
ten minutes to each witness for his presenta-
tion. Public witnesses will be allowed five
minutes.

Now, we will commence the hearing.

GOVERNOR BYRNFE: .Who is ‘t‘.he firat
witness?

MR, O'HERN: Commigsioner LeFante
will be the first withess.

GOVERNOR BYRNE: All right.

et me say in opening that I have
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come in this morning on a Saturday to be
informed as to what the pioblems are in the
condominium conversion boom. I havén't had
a public hearing like this., I had, when I
was a judge, occasion to decide & caée on a
conddminium convérsion many years ago, maybe,
with the tenants association. Maybe it was
something like that. A lot of things have
happened since then,

Going around the state, I have heard
from a great many people as to the problems
involved in condominium conversion, and I
have heard sort of both sides but never in
a quasi-judicial form. That's why I've
asked for this haaring‘bacause thexé are
pieces‘of legislation‘before me, there are
other pieces of legislation in the drafting
boards, and I thought that because of the
fact that it is an important problem that
we would use this Saturday morning in the
milddle of winter to get some additional

enlightment. The purpose of this meeting

'ig to get enlightment, not to try and pull

New Jersey to see whose for or against it,

but rather to get some sound factual enlicht-
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nent ., Hopefully that is gqing té result‘fr@m
this morning's witnesses.

I want to @xpxegﬁ‘my appréciétien te
all of.you for takin§ tha’tima out to be heré,

| MR, o#ﬂERw: Governor, 1 juet want

to tell you that the water ﬁnar@ is not
drinking water, hut it is imported sparkling
water. |

GOVERNOR BYRNE: Diluted.,

MR, O'HERM: Diluted..

The first witness will be Commissioner
LeFante of tha.pepartm@nt of C@mmnnity kffaixs,

COMMISSIONER LeFANTE: . Thank you,
Mr. O‘Hern.

Gb@d mernimg, Governor, and ladies
and gentlemen,

Governor, we have teéstimony that lo@ksk
on the surface at least to be lengthy, but I
think at the riak of sghnﬁing boring, it's
very important that for this public hearing
we get all the facts on record and we will
be addressing eurs@lva&’gmimgrgly to facts,

The rapid acceleration in the number

of condominium conversions in many communities

around the state has understandably aroused
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7
great public concern. vThe effect of these con-
versions on local housing markets is of major
importance to the department bacauﬁe of our |
responsibilities in housing policy and programs
which include the registration 6£ conversions
to condominiums'ana cooperatives and providing
information on the rights and responsibilities
of tenanis and landlords,

Since the imélementatlon of the Planned

Real Estate Development Full Disclosure Act

~of 1978, by which all'condominiums and cooper=-

atives are registered, 10,080 iental apartments
in multiple dwellings have been registered for
conversion and an additional 6,997 units a;av
pending registration. Taken togethér, this
represents spproximately 2.5 percent of the
multi-family apartments units in New Jersey.
In lesz than two YQarsuduring which
the department has required registration of
conversions, the rate of conversion activity
has increaseé dramatically. In the first
six-month period, only 1,038 units in six
projects registered in Bergen County with an
average sale price of $64,277. Between

June 1980 and November 1980, an additional
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10 projects were registered in Bergen County
consisiing of only 1,025 units‘and an averaqdv
gale price of $63,551. Clearly, ag long as
h@mé ownership demand is persistent, housing

of less than ‘a luxury standard will be con-

‘verted,

These conversions are symptomatic of
a larger problem which threatens the existe#cé
of moderate cost rental,houeing.' A variety of
economic, social and political factbrs have
combined to reduce the profitability of rental
apartment buildings and to mitigate against
the prospects of renewed congtruction of
rental units, |

The economics of owning and operating
existing multi-family buildings is becoming
increasingly unfavorable. The preblem of
:iaiﬁg operating costs in an inflationéry'éeoﬁbmy
has been compoun&sd in recent years by a fuel
erisiszdnd high finanecing costs,. : It has been
well documented that rents have risen over the
past ten years at a greater rate than tenant
income, while opérating costes for rental
housing have exceeded the rise in rents.

This income-cost-sgueeze ig one of the major
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factors xaspon@ible for aetaricrating heusing
conditions as property 6wne:s cut back on
their maintenance costs in order to pay their
fixed obligations for financing and uti;itias
or in order to recover their investment wheh
the unavailability of conventional mortgage
money makes it no longer,recoverabla‘at sale.,
Historically, there was substantial

construction and an inecrease ip the number of

rental units during the 1960's. Construction

and ownership of'apartmentvbuildings‘was guite
profitable in the past to the developers who,
wvhile responding té an 1ncreas§d &emané also
benefited from the févarablé féderal income
tax treatment available to apa?tment ownars,
This treatment included accaleiated methods
of depreciatién and deductibility of real
astate taxes and interest, afféctively
eliminating_cr substantialiy reducing taxable
income, while generating positive-caah flow,.
indeed, during the last ten years, many large

)

apartment complexes have been marketed to

"tax shelter® limited partnershipa, almost

éxclusivaly on the basis of tax benefits to be

derived by the in?astor, rather than a con-
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8idération of the operational cash flow or
othér fundamental investment criteria. During

Bach successive year after acquisition, the tax

bensfits derived from the accelerated depreci-

ation and the interest portion of mortgage
payments continually decrease. The percentage
of cash flow that is taxable consequently
inéreases to a polnt where taxable income exceeds
Het cash flow. Ultimately, the federal income

tax itsel? may exceed the amount of net cash

Flow, Thus, the federal income tax incentive

ko retain ownership of an apartment building
‘diminishes avery year.

Rising interest rates and inflationary
préssures have significantly increaszed the
‘cos't of ‘Gperation of apartment buildings.

The existence of rent control or ‘the
‘fear ‘that rent control would be imposed has
Yorked against the landlerd's ability ‘to
‘offget rising costs by increasing his rentals.

High interest rates produce ‘additional
‘disincentives to apartment ownership.  ‘Histor-
ically, many owners ‘of ‘apartment buildings
nave, ‘through refinancing, generated for ‘them=-

‘Selves 'a non-taxsble ‘method of ‘witharawing
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funds; as an alternative to the sale of their

apartment‘building. Refinancing for this

purpose becomes less attractive or no longer

feasible when interest rates and fimancing
costs rise to'present levels,. Moreover,
third partiés to whom apartment buildings might

otherwise be Sold, often find the high financing

~costs prohibitive, and they aré unwilling to

purchase an apartment~buildingf&nd continue
operating it as such;

For many rental property owners, no
pfojectad amount of rental incéme, allowable
tax depreciation, or tax‘sheltéring can equa1 

the return received on the sale of their pro-

perties for conversion.

- The condominium conversibn movement
exacerbates an existing rental housing shortage.
It causes severe housing problems for low and |
moderate income tenants and for our senior
‘citizens. The conversion proéess proauCea

an often severe, adverse eccnomic and psych-

ological impact on the tenant, who must either

purchase'thé apartment or seek other housing
in a market offering few alternatives,

If a decigion is made to move to an




10

1

12
alternative r@ntél unit, the tenant w@&xﬁn&@w-
cipate increasing rents, andicﬁhtihuﬁd.ungg;g g
tainty due to the possibility of yet another
conversion. - In cmmmmnitiesrthat‘axpegi@ng@
extensive conversions, there way literally be
m@;pl@ce for tenants unable or unWiiiiag.m9_$#?
theiy units to relocate. The lack of assurance
@@minsﬁ continuad,diapiacamen&;hgaLa,agvkxg
impact on older people, many of whom would be
adversely affected by being forced out .of their
communities .

For the elderly, remowval ﬂrnmn&h@ix
neighborhoods is ﬁrau@ht.ﬁith%pgrsqﬁ@agwggﬁyga
and cultural problems. ,Ev@nmiﬂ:ﬁhai?;hgp@gng
s substandard, it is nevertheless wery .often
situated 4dn an .area of lgngqatanaing?a&;ggm@g
stwions, familiarity and richnegs of resources.
fﬁmnﬁﬁﬁmn&y@pemaaﬁamﬁghtﬁbnyﬁhiﬂ«cnﬁmﬁm&@ﬁ
f@yaxmmante@nlyzhﬁcauﬁgihﬁaﬂaga@not%wﬂnxitp
fm@MB’@ﬁomfhiﬁﬁnﬁighbeﬁhQOﬂ,

‘Governor, I have submitted this testil~
mony dn full, -and I think :the most dmportant
;paxrt ‘was ‘the figures to .get on ‘the .record.
ﬁ%ﬁﬁﬁi@Y?timﬁ?iﬁ»ﬁﬂﬁtﬁﬁbgﬂﬁagpm

GOVERNOR :BYRNE:: Yes,., .
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13‘
COMMISSIONER LeFANTE: I would appreciate
it if the entire testimony woulé appear in the
public record for your hearing purposes.
GOVERNOR BYRNE: Is there in that long
paper a suggested solution wﬁy ;ﬁt‘of this
dilemmﬁ?
| COMMISSiONER LeFANéE: . Not really.
I think what we are going to have té do is
keaé an éyaron the nationwide policies that
aré being set. The problem is not only
unique}or limited}td New Jersey, but it is
widespread. It is natiohwi&e;
bzI‘anw\from'some'of ouf professional
9taff‘pefsons &hat they are in‘touch with'
other states and some faderal'offiéers are
working it out, but the oﬁly thing I can
suggest, vaérnor, at this point is that

you and I as public servants are looked to

- for protection and for leadership and I think

there comes a time when the leadership not
only in Meﬁ Jexsay but in the nation has to
takg a atanﬁ b$ck and begin to apply human
natura‘philoso@hias.

if you}recall that meetine you held

at the cabinet at the Seaview Country Club,
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the fellow ;9pressnt1hq the Urban League--what

‘was his name?

MR, O'HERN: | Holder.

COMMiSSiOﬁER LeFANTEs = Paul. He
said to us when you were so concerned about
the McGill Report and you showed a real genuine
and sincere interest in what that report con~
tained--and he went on record disagreeing with
you~-but he said the one thing that the com~-
mission or three things that the commission.
overlooked in putting that report together
was, first, human nature; second, the history;
and third, the politics. He said unless you
can put these three ingredients togethex when
you begin to approach a problem, ynu’r@‘not
going to come out with a satisfactory solutlon,

| So z‘m‘squaatiag, I guess, Governor,
that that's what we apply in apprbaehing this
gxo@lem}‘ T think we should apply the human
nature aspects of it, the compAasidmata é@d
desire that‘is h@aded, the history what we
have learned uwp to now, and the péliﬁics.gg
how well it's qeihg to serwve the constituents
that are involved,

Other than that, the rest of my infor~
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15
mation is in my teatimany.

GOVERNOR EYRHE: It will be accepted.
Thank you very much.

COMMISSIONER LeFANTE: . You are also
ﬁo be commentéd making this time available
to tenants ;nd intaréstad groupé on a Saturday
morning. Not many governors do that.

(Thé féllowing’teatimony ia a Qontin-
uation of Commissioner LeFante's prasentation
which was supplied in wxiting.)

However, siﬁce the elderly generally
have about half the medién income of‘ths total

popu;aticn,'theroption to purchase is not a

~wviable one for many of them,

A recent HUD study of condominium con~-
version indicates that most of those who buy
converted units increase their expenditure

for housing; Total monthly outlays made by

‘tenant buyers are typically 36 percent higher

than whatbthey paid in rent.  The same HUD
study indicates that about 42 percent of those
whﬁ moved out of conv&rtad buildinga had inécmes
which were too low to have pex@itted them to buy
their convaried units: 47 peréant of all former

residents say they dia ndt'putchase because they
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did not believe they could afford to do 86«
Tenant income, like that of the elderly

as a group, is about half that of homeowners.

‘The federal general accounting office report

cites the median income of renters as §8,800

&nd the median income of homeowners as $16,000.
The New Jersey Division-qf Taxation data for
1978 shows tenant income in New Jersey as
averaging $9,041, while homeowner income
averages $24,166, The average salé price
observed in New Jersey conversions varies
from $29,000 at Terrill Manor in Bergen @6uﬁﬁ?
to $53,500 at the Hillcrest in Eésex ceuﬁéy to
$235,400 at the Galaxy in Hudson County.
When comparing the sales price range of con=
verted ecndomininﬁs with the average income
data of th; average tenant in New Jersey, it
becomes quite clear that most tenants cannet
afford to purchase~€héi: units., | In many
Lnsﬁ&néés; these tenarnts are effectively
priced out of their units by their inability
ﬁé,aééﬂferﬁﬁe\ﬁﬂfﬁqaqé finaneéing necegsary ﬁ&
?ﬁrﬁﬁ@se the uhite

The New Jersei'Méftqﬁgégfiniﬁéﬁiﬂqiﬁéﬁ

vis its neighborhood loan program is attempting
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to assist in this area by providing below-

market interest rate mortgages on homes in

urban neighborhooﬂé. The Mortgage Financé

Agency's loan program represents é #iable

mechahiam by which eligiblé existing tenants

could secure permanent mortgage financing at

a below-market rate for the purchase of‘récently

converted units, Unfortunatgiﬁ, the distri-

bﬁtionrof the Mortgage Pinancé Agency's funds

is confined by twé thihgss' l)Athe monies}are

targetﬁed‘to urban areas only;,and 2) thé

amount of mortgage money is limited.
Fbrtunataly, our ptesant laws do provide

some protection for tenants facing conversion.

 The problem is that these laws are designed

only to give the tenant reasonable time to

- £ind a new home, They do not provide the

tenant with any alternative recourse. Regard-
less of how much notice is providéﬁ, if the
owners of your apartment decide to “"go condo"®,
you have two options: 1) buy in; oxr 2) move
out! | -
Tenants now have %0 days to décida if they
. ( ‘

wish to purchase their unit; during this 90 day

period a tenant in occupancy has;tha exalusiﬁe




bé shown to & third party unless thi

~If & tenant i

i

glght to purchase hié unit:

has ih writing walved the right to P

"’,not wi”h to purchase the

law Béfe

buring the f

receipt of an evistion notice; & e %§§

fequast from the owner comparable Housing

&nd 4 reéascnable time to6 examine and rent tHis

Gomparable housing, 1f cohiparable ﬁ@ﬁﬁiﬁ% i#

)

ided the court may authorize onésyéay

hBE pie

stays of @Wiéﬁiéﬁ with ressonable reéat ifcreasas

ufitdil sush éiﬁﬁ as the court is satisfied &

the ténant ha been GéFerad com parable hou&iﬁg;

S s el g boan

ﬁ“@éﬁ@f; ifi no c¢ase shall more than fiu HiEH

In_mbst.é g€

viction aftér the first
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ha:ﬂship compaensation, the court cannot suthorize

any further stays and a warrant for possession

VWOuld’than.be iasued at the end»ofrtha'bne-year

stay.

Any tenant whose téhancy begaﬁ befbre the
convernion;'ﬁn& is notvevidtad‘on grounds othdrA
than that of cqnversion'would receive from the
owhe: a moving expense compensation of>one
month's rent, No Warrént for possession can
be given until proof of this payment is made.

Even thougthew’Jaraey:haé one of the

best laws protecting purchases and tenants in

‘the event of conversion, our personal day-to-day

experiences have convinced us that this law is

not enough! There is a need to protect our

genior citizens on fixed, limited incomes

who cannot afford to buy theirfconverted unit,

There is a need to strengthen our current law.
6ne of the ways we could strengthen
the present eviction law is to ensure that ﬁénants‘
who remain renters are not faced with exorbitant
rent increases due to thg convérsian, just as
purchasers‘shOuld'not’be left with a deterio~
ratihg structure, the upkeep of which is beyond
tﬁeir_financia1>napacity'to_méet; . in the long

N
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run, we must consider means for aésurinq an
adequate supply of rental housing,

Our axperi@ncé in current cenvarsicnﬂ,rv
especially in high demand areas, has shown
that neither local rent ordinanc@svnor uneon=
gscionability (the court's method of determining
reasonable rent increases)} can aaeqﬁately pro=

tect tenants whose units have been scquireéd by

- purchasers at current prices and mortgage

interest rates. The financin§ and carrying
costs to the purchaser can justify doubling
the rentes and courts may not be shocked at such
increases, 2 more meaningful protection to
the renter would be to amend the present law
to exclude rent increases which reflect costs
associated with conversion,

Oné of’tﬁa major problems in conv&fﬁians
ig the future ceﬁt of repair aﬁd-r@pl&ddm@ﬁﬁa
In many cases, within a short period of time
afﬁer convereion ghe tenants may face substantial
agsessments to restore & d@tarierattnq'buiiﬁinﬁa
An amendment to the Platnned Resl Estate Develsp~
ment Full miseioﬁur@ et of 1978, which would
m@qnix@ the c@rr@ctﬁon}of"mll defects noted in

the engineering report end the abatement of all
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‘local’and state building code violatibns, would

like our elderly,.

any way possible to implement an esquitable condo~-

- State of New Jersey.

21

be appropriate. As an. alternative, consider~
ation coula be given to raquire the eatabli&hmcnt 
of a reserve account by the devalopexr which would
be funded in an amounflsufficiant to meet these
costs,

‘Nationwide; the condominium convarsionvaVQm
ment is viawed by many &s a positivs force which\
can result in the upgra&ing and the presarvation
of heusinq stock while brinqxng 1n lncraasea
proparty tax ravenuea. Condominium units can
offer the benefits of home ownarship to people
otherwise unable to afford‘a single family house,
While we recogniaé'the benefits of cOndominium
cdnversiong, it ié our reapcnsibility to ensure
that this mo&ement doas not advarsgly afféct

those who are most in nesed of rentalvhouaing,
My department is prepared to assist in.

ninium conversion policy.
: Thank You,
MR, O'HERN: Next is Commissioner

Stanley Van Ness, the Public Advocate of the
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MR, vmmfmnsss’ GnV&rnor'Byxne;LLa&ieéW
@n@ gentlemen, Y'd like to thank;you'fci the
opportunity to appear be fore you on the:subject‘
of condominium conversions., Our department
worked with your counsel's office in.L975 on
the enactment éﬁ‘Chapt@r 311 of the laws of
that year, th@favictian law which cgives ténants
thre@.yearm notiece prior to an eviction because
of condominium cénversien, This law i3 one
which we can be grané of. Nevertheless the

gquestion today is whether, in the light of the

numerous condominium conversions we need to

strengthen the lsw. I believe that we do.
| On the basis of our experience, I rac@ﬁw
mend the followihg‘chanQesz

(1) Conversion to condominium should
not be a ground by which senior

'ciﬁixens, the'disabl@d and persons
@étming l@éa than.mwedian income
 can be evicted:;

(2) Laqi&lation‘muat also prevent these
tenants from being evicted because
th@y cannét afford rent inereasas§
brought about by the eonvaxéi@nf

{3} Legislation should make units
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afferdable_td ﬁore tenants, This
can be done &y giving tenant
’associationa the first optibn to
purchase and by réquiring'a |
percentdga of units to be sold
to modératavincomé persons at prices
- which they can afford; ahd
‘(4)‘ To preserve the ldng—term tental
supply of‘housinq; we should
considex 1inkiﬁg the amount of
conversions we permit to the
guantity of new rental construction,
I would like tovaxplain why we feel
that'these'changes aralnecessary. In tha'
sixteen-month period frow April, 1879, to
August; 1980, hotices of conversions from
apartmanta‘to condominiums were filed;for
7,643.units. Thisbnumbsr exceeds the new~
cdnstruction of condominiums for the same
period. The coﬁvexsiOns as Commissioner

LeFante pointed out, are taking place across

" the state from Bergen County to Cape May County.

,This”exploaion is odcurring despite the chilling

effects of the nighest interest rates we have

ever known; one can only speculate how many
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more conversions there would be if rates were

- lower,

Now, it's true some tenantsg clearly
§@na£it by a condominium conversation, For
a middie-or upper-income patson who can meet
the m@ntﬁly payments and the maintenance qg&#&,
purchase of the unit is a good financial move.
The interest payments and the property tax pay-
ments are deductible on federal income tax
returns., Furthermore, real estate has been
the best possible investment the ordinary
eitizen could make in the last decade. A
purchaser under current circumstances can
expect, at least, a 10 percent appreciation
per year on the unit. Under these circum~
stances, the middle-income person who can
afford to bﬁy is making a wise decision by
purchasing.

Hawever,‘eth@rrt@n&htﬁfdﬂ not benefit,
The 1980 study of the U.S. Department of Housing
and Urban Development entitled "The Conversion
of Rental Houging to Condominiume and Cgp@g;g-
tives® found that 50 percent of t@haﬁtg in gon=
verted buildings move outvef their ap@rtmgngﬁp

Although there are regional variations, on the

24
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average 22 percent of the tenants remain as

owners and 20 percent remain as tenants of
either the converter or an investor who pur-
chases the unit. These numbers strongly
indicate that for many tenants the ccnvefaion
process poses problems. This is partiqularly‘
true for the less affluent who cannot afford to
purchase énd for the seniorvcitizen.

The same study concluded that on the
average throughout thé country a full 42 percent
of all tenants who vacated their apartments
could not have ;fforded to purcﬁase their unit.
In determining affordability, BE.U.D., uses the
standard that,a‘parson could not afford to pay
more than two and a half times annual income
for the unit. That department stresses,
howevef, that this test is reliable only if
interest rates are below ten percent and we
know that that is far from the current situation.

The study also cautions that sbme
persons with sufficient annual income never-
theless could not purchase because they cannot
come up Qith the downpayment or because they
have extraordinary expenses for)medicai care,

child care or alimony. In viéw of our present
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aatran@miéal i§t@rest-ratés, i¢ is ragsmnabla
to conclude that more than 42 percent of.the
tenants could not afford to purchase their
épartmant when. a convarsion occurs,

Senior citizens may be especlially
threatened by a conversion. A high per-
cenﬁag& of retired persons are unable to
purchase their unit because their r@t@ramant
income is not sufficient to afford the monthly
payments; they may also find it more diff;cult
to obtain a mortgage or they may be unwilling
to commit themselves to a leng-term mortgage.
They m@y be more interested in a liguid invest~
ment such as money ﬁarkeﬁ funds than a non-~
liguid asset such as real estate when they
reach senior citizen status.

At the same time--and I think Com~
missioner LeFante pointed this outnnaaniér’
citizens frequently c@neidér their apartment
complex to be their retirement community, a
place where long-term friendships have
developed, where services are conveniently
located and patterns of life are well
established. They oft@ngplah to r@main‘there

a8 long as thelr health holds out and forced
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relocation may cause them severe trauma and
emotional sﬁxain.

In light mfvthe negaﬁive implicat#oné
of condominium cenversion for seniors and

moderaté-income'families, my fiiat recom-

mendation is that conversion to condominiums

should not be a ground for eviction againsat
senior citizens, the disabled of personsg
earning less than median income. Assémbly. 

Bill 2286 would prohibit such evietions. That

was a bil)l that was introduced by Assermblymran

Baer. I believe that the psyeholoqical
trauma involved in uprooting a senior citizen
outwaighs any public policy benefits of con-
éardions;'and I balieve‘this i8 true even if
relocation housing for the senior citizen can
be found.

I also oppose evictions of moderate~
income persons, those below median income who
realistically cﬁnnot‘afford to purchase a home
today,v There is 2 critically lbw vacancy
rate of rental housing in almost every county
in the state, We've known this for many years.
Executive, legislative and administrative reports

have documented that and,‘Governor, your
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Executive Order 35 and indesd the Supreme
Court's decision in Mount Laurel a?ehbased‘upqn
that shortage. | |

To evict a moderate-income tenant
because of a condominium conversion is to
exacerbate this hduaing shortage. The ousted
tenant must compete for rental housing ih the
midst of this critical shortage. Even if he
finds comparable rental housing through his

own efforts or through relocation assistance of

the landlord, it means that one more rental unit

has been taken out of the pot availasble for
those people who need 1t so desperately,

As long as the housing. crisis continues,
I do not believe that the public interest would
hé served by a pelicy that would allow low or |

moderate-income persons to be evicted on‘th@

- grounds of condominium conversion . as well as the

senior citizene. = If people think that this would

stop conversions dead, it isn‘t necessarily so.
In Wew York, the law requires that
the éonvaraion be around persons of moderate-
inc@me.aaﬁ around persons of senior citizen
status, They are stilllgcing forward with

those conversions, however, because they are
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not evicting the person. 80 I cannot stress

enough our feeling that the law should be

anended to'prat@ct'thosa additional groups.

Ancthér problem that:comes up ﬁhat
we've seen is the problem of the rent increase
when there has bsen a ctharsion and the tenant
continues to stay as Qv:aniar‘or tha'landlqr&
or the converting persqn‘or investor that comes
in. We've had complaints which have shown
that these rents have skyrockéteﬁ from $300
to $550 a month in one case, $350 to $450 in
another case. | - |

We balieve thatvﬁhe eviction pro~
tection law,‘svaa with this ﬁhxee~year nOtieﬁ
pro#ision th;t’wa preagntly have; 134mean1nqe 
less if we do not protect the temants from
vexorbitant rent incraa&es. X thlﬁk'to'do‘that;
wé should restrict the possible rent increase |
tied inte ﬁhe consumer priéa index, ©Even if
there's noé an uncontrol oxdinance in the
municipality invbived, I think that the state
is going to have to take some diract aciinn
to ensure ﬁhat moderate~income families can

purchase their apartment in a conversion situ-

ation.

29
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Now, in Washingten the law provi&eg
for the tenant group to have a riéht of first
refusal on the ewnvarmien; Whara‘that is taking
place, the people are able to purchase their
&§aitmént for, maybe, ten to thirty percent
iess than»iﬁ cases where that is not allowed.

S0 I would suggest that we seriously cemsiderbv
that in our revising of the law,

The final and most ﬁifficult problem
is that of the long-term effect of conversions
on our reﬂting housing market. Although con-
versions are a new phenomenon, twenty percent
of the apartments h&varalx®aﬁy hbeen converted
in Boulder, Colerado, and in a number of
Illinois communities, The same iz true for

some communities in Bergen and Atlantic County

and in Gutenbergyg well over fifty percent of

the apartments are subject to conversion,
e muat x@miizw that‘@verytimé we
allow a unit to be converted and we do not
build a new unit of renting hoﬁsing, that
there's one iaam‘wmit for people to live in
of low and moderate income. Thisz adwinis-
txagiaglhas:h@an lmngﬁﬁathaﬂ to trying teo

m@iv@'tﬁ@ éibbl&ﬁ @f7hbu@ing for the low and
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moderate income person. I am suggesting, as
in California, that there be a direct linkage
between the ﬁumber of conversions that are
allowed and‘the construction of new'rantal
prop#rty.

We believe that at an absolute minimum

in conclusion that no senior citizen or family

eafninq less than median income should be per-

mitted to be evicted from an apartment because
of a conversion. At an absolute minimum, the

eviction protection should not be circumvented

by excessive rent increases; annual rent increases

khould.not be permittgd to exceed the‘increase
in the consumer price index,

in addition, we a;k that you consider
acquiriﬁg twenty percent of the units to be sold
at pri¢es in a conversion, prices affordable by‘

low and moderate income persons such as proposed

'in the Pinelands and the CAFRA developed.

Pinally, Governor, I think indeed it's

admirable that you would call this hearing on a

,Satufday morning to allow'people from the state

to come forward and state their views on this
very serious problem, I know that out of it

will come something that will be helpful to all,
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and I thank you for ﬁha opportunity of being
here. |

GOVERNOR BYRNE: Thank you.

I just want to ask one or two questions,
Ié it true that there's officially no rental
housing being constructed today that's hot sub -
sidized? |

MR, VAN Nxssé That's basically so,

GOVERNOCR BYRWNE: If some of the rumors
I hear out of Washington thaﬁ the fédaral'govern—
ment may restrict or even subsidize on rental
houasing, aren't we getting into a box where
there’'s going to be less and less anyway?

MR. VAN NESSQ We ceitainly are, but
what I think ie happening with the conversion
is that we exacerbate that problem. Certainly

if Washingten goes through with the plans of

cutting out Section 8 funding and reducing other

subsidies, we won't be building new housing in
great numbers. It makes it more imperative
that we protect the available that we have so
it is affordable by low and moderate income
persons. g
GOVERNOR BYRNE: On the other haﬁ&,

thera's rumors in Wéahimgt@n that they are going




10
11
12
13

14

15

16
et
18
19
20
21
22
"_23

24

25 |

33

to have elimination of rent contfol.

 MR. VAN NESS: Yes. There is the
argument that rent control is the kind of thihg
that forces qonversiOns, but I'm not so sure that
that premise stands up in Illinois where this is
going‘onkat a very rapid rate, and there is no
rent control in any of those communities,

| GOVERNOR'BYRNﬁ: Yes.

MR. O'HERN:  Thank yéu.

Our next witness is a representative
of the Apartmen£ House Council of New Jersey,
Elizabeth Goodwin.

MS, GOODWIN: Good morniné. My name
is Elizabeth Goodwin, I represent the Apartment
Houge Council of New>Jersey, and we are very
pleased today to be able to present cur comments
on condominium and cooperative conversion.

Our sssociation is affiliated with the
New Jefsay Builders Association, and we repre-
sent builders, owners, and managers o£‘New Jersey‘'s
shelteied district,

It has alweys been our philosophy that

safe, decent, sanitary, and affordable housing

is the right of all of our citizens,. Our menmbers

strive to meet these housing needs, but in recent
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years the Americah dream of home ownership has
inéreasingly eluded rsalization for a iarger
ahd larger majority of our citizens.

The administration i to be congratulated

for realizing what a sérious concern housing ie.

- conversion of réntal apartments to condominiums

ahd coopératives, howaver, is more an effect
than & causé of our problem.

The United States Congress more than
a year ago instructed the Department of Housing
and Utrban névélopmént‘tc investigate causes and
effects of apartmént conversions. The final
ﬁﬁbvfé§02t running more than 400 pages is
thorough to the point ofrexhaustion..  Priefly,
wé Would like to cite a few of the major points
6% the HUD report, which is entitled *The Con-
verslon of Rental Heusing to Condominiums and
Codpératives,”

According to HUD, eanv@x@icns are
¢ceurring in aréas characterized by strong

40d growing market demand for home ownership.

¥Hat i8, as moré people seek the opportunity

6 oWn their home and fewer and fewer can
afford & price tag of $74,000 for a newly

cénBtrueted homée in our state, more and motre
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‘conversions will occur.

Part of the desire of ownafship was
explainad’by Geérge Sterniieb in what he terred
the ®post shelter sodi@ty.“ réternlieb‘of fha
Center for.ﬁrban Pclioy kasearch at Rutgers

examined the past few years surge of demand

for home ownership. He hypcstatiaed that

the pressures for owning the home have increased
with inflﬁtion. Hdmas are a gdod hedge against
inflation and an extremely valuable tax deduction.
O0f man's three basic needs, food, clothing, shelter,
only shelter is also an invastmént ﬁielding an

attractive return while providihg‘bna of the

absolute necessities,

For many years, bﬁilders balieved that

- mortgage rates in excess of tenvpercant would

resolve in an absolute sale stoppage. Now ,

- of course; we have seen buyers willing and in '

many cases eagerly competing for mort&ages in v
excess of 12 percent,. Tocday even a 15 or a

16 pércent mortgage is not out of the gquestion,.

| We submit that this alone is an example of a

burning desire for hoﬁa ownership.

The differences in monthly charges

over a 30«year ljoan for a $70,000 mortgage at
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9.5 and 15 percent interest is about 3300, 588
versis 885, Thét means that fewer and fever
buyers ean qualify for mortgages.

They have two choices. Don't buy.
That is & very bitter pill for an American
%&ﬁiiy'&c sw@llowa The second choice is to
%%ék & lower @@at:hom@n It may be one in an

area less vonvenient and farther away frow employ-

ment or it may be a smaller home., Simple
‘econonics of time and commuting expenses fre-

‘quently dissuade buyvers from moving too far

from work. Newly built condos in New Jersey

‘carry ‘a price tage of more than $62,000. Still
‘éﬁkﬁﬁﬁg around for an option, the buyer reads

‘Wh ‘ad in ‘the paper or hears from a friend of a

¢onversion in Verona, Fort Lee, Gutenberg, or

Jeérsey Clty with sale prices as long as $35,000.

Finally ‘an opporturity for the first-time buyer.

2 CGMV“ftiﬂg Eﬁiiﬁimg'in springflield
Fécently ‘announced ‘sales opening to ?rchabﬁivn
Bilyefs ‘who were not currently residing in the
building. A memmoth traffic jam resulted.

Feople were tripping over each other in their

‘@agerness to make non-birnding deposits on units

wﬁiéh“ﬁﬁéymfﬂlly'f@aiixéﬂ*may‘h@*éur@has@dﬁby
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tanahts_already living there. )

Why are conversions so.significahtly
less expensive than new units?

Simply, thesa buildings were built
with yesterday's dollaré. The economics of
building have rendered the conversion unit
really the only alﬁernative for all but the
few in the'upper-inaome rangé‘of first-time
home buyers.

v New Jersey is covered by a crazy quilt
6f locally~imposed rent control laws, some of
almost ten years duration, limiting rent'increasgs
an owner can charge ténants without any corras-
ponding limit on'the amount his expenses increase;
| ‘Though the previouély referenced RUD
:eport'statea that rent control was not found
to be a sigpificant factor in encburaging‘con-
versions, HUD's reasoning was that "if for no
othei reason than that so few of‘the jurisdic~
tionnwith‘conversions have enacted such‘measures.*

Nationwide, that is correct, but
within our?state, the most desirable areas for
ownefship and the rental market with the highest

concentration of apartment units are precisely

1 fthevtowns with rent contrdls and with conversions,
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In fact, in‘td%-yearsjof rent coht101, 17,000
rental units have been converted or are pending
conversion., SevéntYAfive;peraant of these are
in rent control areas. |

Please note, however, that of the one
million apartment units estimated to be found in
New Jersey, this conversion represents 1.7 ‘of the
stock. According to‘HUD, €hase'eanversiohs.in

ten years translate into a net reduction of only

851 rental units., This sounds strange, but when

%hﬁ'ﬁﬁuﬂy examined the number of conversion units

which remain rentals ané the tenants who become

‘owners through true ‘conversions, there was a lower-

ing of need for hpwrfm@nfs’and*it.was found that

‘conversions produced a net loss of only five per~

‘cent of the rentals.

The effect of rent control upon a
‘building's worth ‘and income-producing value is
plain. Costs have increased. The building's
‘cash Elow ds limited, Nor is the cost of money
’hhﬁihsignifichnt factor in ‘an owner's decision
to ‘convert,

Entdme*ﬁtcdudﬁng properties ‘are fre~-
quently financed with "balloon" mortgages or

“helr loane reguire venegotiation of the interest i
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rates, The buildingkownar'must-now cope with
an interest rate escalation very similar to the
one faced by ﬁhe home owner. If you multiply
the differential between the charges for a 9.5
mortgage versus a 15 percent loan cited earlier,
one can see'the extend of the financial pressure
that a building owner faces. Even without rent
control, refinancing may neceasiﬁate a decision
to convert simply becausé the market may not bear
rents as high as necessary.

- What effect do conversions have upon
the community?

'Fixst of all; property tax income in- —

creases, . HUD's study again bears out the hypos-

tasis that condominium units produce property

taxes in excess of that realizad when the con-

verted building than existed as a rental.

It stands to reason that income-produecing

property be assessed for tax purposes on the

basis of income realized, as they aré in New
Jersey. Upon sale, however, a new market
valuevis established, whether the sale is to

a éingle owner or multiple owners, as in a con-
version, Value increases and éo do properxty

tax revenues.
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Conversions have also played a signi-
ficant role in helping to reverse urban decay

ih Wahy areas. We do realize, however, that

m'ﬁ@%rsibnb,éaﬁ negatively affect certain groups
ot ‘tenants, particularly the elderly. We have
in ‘our testimony outlined a plan which includes
‘Shhred Appreciation Mortgage, which would be

L ftnancea through funds realized fréom the casino
‘tau reserves for the elderly. The plan is ‘out-
1iA6d here in my testimony, and I will provide
‘coples of that,

I think ﬁha%;With'ailig@nt3work'6n
‘the part of tha industry and the government,
we can come to some Bort of a veasonable ‘amount
‘of ‘assistance from moderate-income families and
‘6 senior citizens to enable them to purchase
w%ﬁ%%%*%h”bﬁiiﬂ&hék.

‘GOVERNOR BYRNE:  Thank you.

Does the Bhared Appraciation Mortgage
concept affect a downpaymént or just the intearest
‘Yate? |

‘MS, GOODWIN: ‘It'Wouia'affeéi“ﬁﬁ%h
‘the ‘downpayment rate and the interest rate.

GOVERNOR BYRNE: 211 right. Thank
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MR, O'HERN: Our next witness is
Joseph Lario, the chairman of the Federation
of Senior citizmns,ﬁoﬁsing"raék Force.

Mr. Lario,

MR. LARIO: Thank you.

Governor Brendan Byrnéwand mambers of
this conference, your Honor, I am‘hera’represent-

ing the New Jersey Federation of Senior Citizens

"and my nawme is Joseph Lario. I am the chair-~

person of the Housing Task Force of the Rew
Jérsey Federation of Senior Citizens. | I am
hare'today to present the concerns of the
Federation, and many senior citizens from
thtoughdut tha State regarding the serious
Condominium.Convetsion'trend,that is sweeping,
#éross New Jersey. Seniot citizens have chome
caught up in a tide of events surrounding the
conversion dilemma, and the Fedgration is most
encouraged that you, Governor Byrne, have begun

to recognize this serious threat to the basic

_human right to shelter that is threatening New

Jersey's tenants,

Several serious problems are beihg

created by this conversion trend; however, the

displacement of senior citizens renters is of
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most serious concern to the Federation.
The éisplacémant problam is bound up in com-

plicated interlocking housing market economic

forces; Governor, you have even been recently

quoted as saying that “"conversions are claimed
to result in an~uggrading ana~pr@$@rvatian of
housing stock, and in an increase of property
tax revenues,® However , the E@daratio# is
calling on you, Governor Byrne, and our State
Legislators to relieve this climate of d#splgqge
ment, ungertainty, and in some cases, p&nic'inx
which thousands of senior citizens aré presently
liv;ng,

Additionally, Governor.Byrne, you have
@ommgnt@d that New Jersey has one of the strongest
laws in the nation to protect tenants living in
apartments being converted 1gtc cahdqminiumg;
on this point, Mr. Governor, we respectfully re-
quest even more progressive protections,

The present day senior. citizen is
too often crunched by national sgiralinq
inflation and the reality of a so0lidly fixed
income. Clearly, those persons faa@d‘with‘thg
least flexible income and greatest mobility |

problems are confronted with life threatening
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consequences when their apartment and their home is
converted into a condominium. Senior citizens do
not choose to of cannot afford to purchase housing,
and most desire to remain a2 renters during their
retirement years.

Finally, senior éitizens afe agaih facing

a life crisis in whiech they have few real choices,.

‘Economic inability to purchase their apartments

and the hanking institutions reluctance to grént
new mortgages to a senior purchQ#er age 62 is
terrifically compoundéd by the severe lack of
availability of rental units in;qu Jersey, where
the rental vacancy rate is only 2 percent.

Increases in the popuiation of elderly house~-

"holds in the population relative to the overall
‘population growth will alsoc have an effect rela-
‘tive to increases in demand for specific types of

vhonainq.

Members of the New Jersey Federation
of Senior Citizens has recognized the lack of

praparédness on the part of the State of New

Jersey in attempting to relieve senior tenants

who literally are losing their Apartments, and

fact the trauma of suddenly having no place to

live} The Federal Government has‘already iden-
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tified the Con&dminium Conversion trend and the sqgfl
ious displacement factors as national concerna.
However, they have left the responsibility to

respond to this issue to State Gavernmentﬁ.> The

Federation, therefore, is advocating for "Lifetime

Tenancy® for all seniors facing Condominium Con-
version in the State of New Jersey,” in order for
senior renters to live out their lives to the
fullest potential, without fear of displacement.,”®

Welcoming condominiums. into the State

of Wew Jersey &s & mechanism for increasing tax

bases ig highly resented by seniors, who have built

the present tax base over the past 50 years that

they have been taxpaying, independent New Jersey
congtituents; and their rewards and respect has
become false hepes, as their ablility to remain

4in decent and affordable housing completely

‘deteriorates from beneath their feet.

As the number of senior constituents

.bauﬁ&nues“tO»gr@w,'th@amaﬁwwation will settle for

‘fo ‘Yess than secure and adeguate housing for all

wenior citlzesms. We will sort out the compli-

‘cated advantages and disadvantages of Condominium
Conversion, and we will make one ciaar,utaqugntwtpi

“all ‘legislators; -Housing and shelter is .a basic
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right, not a middle class convenience phenomenon,
We are urging the State to set policies that will
meet present demands for housing and we are demand-
ing an immediate soluﬁion to the inhuman displace-~
ment Qf‘senior»tenants through the guarantee of
lifetime tenancy and lifetime security and respect.

I thank you on behalf of the Federation
for this opportunity to address this hearing and
again thank you, your Honor, for holding this
important m@éiing on Saturday and giving up your
time. |

I have one example here that I am
reférring to, Our concern mostly with the
Federation 15 Atlantic City. As you know,
Atlantic City right now is down to their last
apartment where seniors havevbeen pushed from
one apartment to another and the last apartment,
which is called the Brighton, has now been turned
and is coanverting to condominiuﬁs.' We have
one couple there.

- Just to cite an example, she's 84 and
he's 86 years old.} They just received a notige
of eviction and it was either buy«or else, They
now pay $225 per month rent under the rental

program., If it goee condo, we were told that

e
ot
Fa
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their @urchase rate wiil go to #500 a mqntﬁ,
which is hafd.and bad encugh. |

But the first problem which comes up
is what bank would give anyone over 70 years old
let alone 80 a mortgage to purchase thig condo-
minium?

So with that, I'd like. to have some
answers . Thank youw, Mr, Governor.

GOV’BRNOR BQRNE H Thank you.

T¢ll me, have you looked into the
suggested that the last witness made about the
sharaa\appxeciatién.Martqaga? S8he said that

would reduce the downpayment and reduce the

carrying charges for mortgage.

MR, LARIO: ¥You have to realize,
Governor, these people are 70 years old. "How

long are these people going to live. They

‘moved into these apartments so they can live

,out‘th@ rest of thmigilivas in dignity so they
can enjoy what 1ittle bit they have in an
apartment that they want. %Neﬁ_thaae,BQQE%Q
are ‘forced out., th@r@»cén they go to ‘live
‘1ike that, especially Atlantic Clety. We'll

take that because you know within the next five

years the casinos are just going to wipe .that
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you very,much,

1

not homes, They are not the American dream of

- benefits to both the community and to individuvals

" shown any impact on the tawx base. Perhaps the.

a7
town right out. Where are they going to live?

Where are thsy going to go?

GOVERNOR BYRNE: Okay. Well, thank

MR, LARIO:V I tﬁank you with appreciation)
MR, 0?HERN: The next witness is Joan
Pransky, Vice-President of the New Jersey Tenants
Organization,
M8, PRANSKY: Goo@ morniné, Govatnor“
Byrne.‘ Thank you for inviting us ﬁo ba here
to apeﬁk before you this morning.‘ |
| | The proponents of condominium convgrsion
would have us believe that there is a burning

desire for home owherahip. Condominiums are

a home. They are simply our apartments that

one’day we awaken to find out are two times what

they were the day before. |
Proponents cf e&néominium conversion

would aléo tell ué they provide tremendous tax

buying their condominiums. In fact, the recent

HUD study showed that conversions had not yet

reason for that is becauege st the same time
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condominiums afford tax benefits, developers are
seeking tremendous tax abatements on construction.

There are some individuals--it is true--
that will obtain tax benefits, HUD ha8 descxib@d
thosé pe@ple that are buying condominiume as 40

percent earning over $30,000 a year, half are

below the age of 35, 57 percent are single.

For those people, it is true, perhaps, they neesd
a tax shelter.

For the great majority of us, our inconmes
are not significant enough to get very much benefit
from a tax d@duction, ¥What we really need is
relief from the ravishes of inflation, relief
from the income price freeze. Although condo-~
miniume provide @,tax benefit and investment to
aome,'tha real tragedy is for megt of us. It
really just means displacamént.

The majority of New Jersey's tenants
cannot afford to buy thair condomininmso The
figures are already available. According to
'ﬁﬁn, two-thirde of the renters were displaced.

In & city like San Francisco, 75 percent of the
renters were displaced. In New Jersey, the
predictions will clearly be the same. }In 1970

more than half New Jersey's renters already paid
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more than 25 percent of their income for rent,
That's ﬁen years ago. |

The other night we heard that over the
last years we have lost 10 percent of our pur-

chasing power. The average annual income for

'renters’in New Jersey is under $10,000, 8o

although for some they ha#e an investment, the
investment they have is in our homes,

If‘half of NHew darsey's rentere are
paying more than 25 percent of their income in
1970 and the cost associated with conversion |
mean increases ¢of baetween 42 percent and 350 per-~
cent per month, which‘are statistics which came
out of a Department of Planninq.in Caiifornia
and is consistent with nationai figures, it is
clear that the great number of peoﬁle that are
presently living in their apartments in New
Jersey will be displaced by condominium con=-
vérsiéns.

I would think that those figures are

staggering and that would ba'a gufficient reason

to discourage the conversion of our apartments.

Some try to gloss over thoss displacement figures

by simply telling us that there's one less ienter 

and one less apartment unit, That is not the
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case. The national figures show that only 43
percent of the people that are buying were former
rénters, Others were home oOwners.

In a 1978 Department of City Planning
in San FPrancisco study, 25 percent were newcomers:
to the town. | Fifteen percent were owners of
homes , Only 41 percent were preﬁiouﬁ r@ntérﬁ.

In Washington D.C,, 18.percent of
14,000 conversion units were purchased by former
tenants. Ag a result, a tight housing market
becomes an aven tighter housinqvmarkat. The
HUD figures show@é, in fagt, that 72 percent of
the displaced renters were forced to move into
new neighborhoods, In New Jersey we can expect
the same.

There was an &xﬁicle, Governor Byrne,
iﬁ‘“Th@ Néw York Times?” on December 23&&,'1996.
It is not ﬁnlik& any of the other newspapers

articles where developers urge the people from

' across the Hudgon to come to New Jersey. The

last line is by a woman who had the benefit of
living in her grand condeminium in New Jersey

for three years, 8he says., "Although I've been

here for three years, I don't relate to New Jersey.

I'm & New Yorker.,®
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Some of us grew ﬁp around Fort Lee
many years &ago @na we watched that entry before.,
We're going to watch it again. |

Unfortupately,'we haveabeeh given'thoae
statistics for many years now‘and statistics‘have
a wayrbf‘not taking on foalblife. 'Béc&ﬁae of
that,vI have spent the last several months calling
as many paople aa I can that arb in apartments

that are about to be converted. I want to

tell yoﬁ who they are s0 that these fiqures are

just not numbérs}but you have a sense of the

people thatvwill be disblaﬁed by this conversion.

About 30 percent are senhior citizens.

They are young marrieds; they are young families;

| they'are'middleaqedy thay are workers,‘rotircd

policemen, teachers, carx salasmoh, office workers,

engineers. They‘aarnyless than szo,Obo.a year.
Accoxrding to the Depattment of Labor

Statistics, 80 percent of New Jbrsey'é renters

- are earning less than $20,000 a year. Their‘

apartments are going for between $30,000 at the
lowest to $90,000 and,$100,000,» ' They are no
longexr the ldxury apartmwents. They are thé
middieé and moderate-income buildings. They
are garden hpartments, over a thousand of them

J
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are in Fort Lee, 500 inlﬁackensack, hundreds in
Rutherford.

| One woman, a senior, said she hoped
that she would die before her thr@@»y@ars were
. _ | .
 One man told me that he sold nis home
becauvse he lost his job so h@‘haﬂ‘a little mggeyv
to open a business. Now he's going to have to
@qgid@ between his home and his buéinaas.

A young famlly told me it took them
g.y@gx to save for their downpayment and six
months to f£ind an apartment that would take
children, and now they're gone.

One family told me that they have
gaved all their lives ¢o put their child in
school and next year when their child goes off

to college, they are going te have to decide

i thth@x ox not their kid goes to school and

g@t$ au education 5o maybe he'll be one of the
lucky people to buy his condominium or to give
that up and buy a home. .
The sad truth is that a great majority
of us will be displaced; that we will be forced
into a cxiticaliy.t$ght market; that we will be

foxced to push others even less able than our-
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selves out‘of their homes till the poorest have
no place to go, ‘

We do not want ﬁo be displaced. We
do not ﬁant to displace40thets.: We believe and
we urge you to exercise your responsibility for

caring for us by comprehensive legislation that

- avolds massive displacement. The few people

that you protect against displacement simply

means that ﬁhers will be more people that will
push other needy people out of where they live,
There will be more of us Eo push seniors, disabled
and those less able to afford their condominiums
out of the homes that they now live in,

Assembly Bill 2286 is the only legis-

‘lation that is now pendihg that,protecta'against

massivé displacemant by protecting low~ and
moderate-~-income people, 1ow~ter§ residents,
and senlor citizens.

For us, Governor Byrné, the issue is
really very simple. The issue is whether or

not you will help us save our homes for seniors,

for the children of aeniors; and for their

children for it seems that many of us start and
many of us ehd our lives in rental housing,

Thank you.
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GOVERNOR BYRNE : Thank you@' We
have one matefeahaiaaﬁé for governor.,
| I'a ask yoﬁ_just to comment on the
testimony of a prior witress who said that the
ﬁétvléﬁs of rental houging by reason of condo=

nindum conversion is five percent. Is that a

falr assumption for me to take when the Legis-~

'vlatuxe aﬁdrassing the problem of what to 40

ta apyroach this problam or r@adjuat this preblem?
MS.'?R&HSK?: Governor Byrne, that

figure doesn't Seem to mé to be the case given

| th&'figufeé of dleplacement and less than half

the peopile movinq are renters, But even if

five percent is the figure, that's going to be
t&ken on top of aﬁ@ eritical housing shortage

that Wﬁ»ﬂave had in New Jersey for over ten ye&fs.

In 1970 the estimatea were that we

produéing 60 000 units short of what we

m@eded. i ycu add five percent to that, it's

. & much gxeater figure than, I think five pércent

7,seems te portray.

GOVERNOR BYRME: Yes, The Five percent
may be part of the 60,000,

ME., PRANSBKY: I don't think that was a

" New Jersey figure. I think that was a national

b
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figure that you were given, and although theré
is a national shoxt@ge of housiﬁg, I do not know
if it is as severe as we face in New Jéfsey.

GOVERNOR BYRNE: Thank you.

M8 . PRANSBKY: Your welcome,

MR. O'HERN: Our next.#itneis is
Wendell Smith, an attorney of the State of New
Jersey{ o

Mz, Smith.

MR, SMITK: Good morniﬁg, and I thank
you for the opportunity,‘covernor, tb participate
in this what I czonsider to be very important
hearing on a very important subject in the State
of New’Jersey.

I will hithight'the written testimony
which i have submitted. My baéquound‘and
experiance are set forth therein,

Hopefully, the scope of the experience
which I have outlined for you has given me some
prospective and knowledge about condominium and
cooperative conversions which I can share with
you today. i‘shall endeavor to concentrate my

remarks on the legal, rather than the philosophical,

sociological, or demographic aspects of conversions

upoh which I shall also touch.
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At the outsét, the real iaéues should
be identified. In other words, what would we
really intend to accomplish by the adoption of
additional legislation or regulations?

Agssuming that our disclosure laws are
adequate to protect purchad@xaomané basically I
think they age»»th@ primary legitimate Puréaae
of any.aéditionml'raﬁtrictiong on cenveraion
would be to protect tenants from being unf@irly
displaced from thely apartments 1f thsey 4o not
wish to ox c@nnotipm:eham@ them and cannot locate
ox afford alt@rnaﬁ@ comparable h@usiné within a
teaannabla time ., However, if the existing
protection is sufficlent~-and I think that it
ige=l waul&'hnp& that the gov@rmmant an@ the
real estate induatry\would conecentrate on con=-
structive soluti@ng to provide for those who

neeé affordable ho@wing of all types, both rental

and foxr sale, thr@ﬁgh.thm development of innovative

Programs in-b@th ﬁ@@ privats gnd public Beé&erao
If one &%r@@s with my basic premise,
then & good place for me to start would be to
outline for you the provisions @f ovy existing
law governing displacement of tenants, adopted

in 31975. I refer to it as the "Fair Eviction
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an&‘N@tie@ Law,"
In @sgenéa,~this law provides that as

a practical matter, each existing tenant who does
not choose to purehase'ﬁia apartment will have a v
minimum period of fcur years and two months before
he can be evicted, starting with the receipt of
official notice that the building in which he
resides is being converted to a condominium or
co=0p. Thia period can stretch out to wore than
eight years if the landlord chooses not to waive
payment of six months at the end of thé first
tifty months:, five months of which rent is labelled
as 5hatdship reiocation compensation® and the other
month which is labellaed "moving expense compensation|
This also assumes that the conversion plan of the
landlord contemplates the eviction of tenants
which, in my experience, is often not the case
since many converters would prefer to permit
apartments to become vacant and available for
sale through the normal attrition process or to
sell apartments to investors who wéuld take title,
subject to the éxiating tenancies,

| Parenthetically, I personally do not
know of énybody that has been svicted under the

"rair Eviction Law."™ I am not saying it hasn't
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dﬁfﬁﬁé@, Bué in my @xp@rienca'i don't kaaw‘df
éﬁy'évidtioﬁﬁ that have taken place. ‘v

| io extend by meratorium or otherwise
what is cufrently by far the most restrictive
@vidﬁfénbp@riéé in the nation for conversions
séens unnecessary and nothing but'“doublﬁwkiti;5

Let me be more specific about the

mindimum statutory eviction period for non-purchasing |

tanants residing in converted buildings in other
states when I last checked them a few months, |
gnd I think that vou will guickly see why I
dlluded to the "double~-kill® effect.

In Connecticut and Tennessee, the
minimumn péri@ﬁ was 60 ﬁaymg in Wew Hampshire, it
wag 90 dayss in Vimginiﬁ, it was just incresaged
in last vear's session of the legiglature from
90 ¢o 120 days, which was also the minimum period
at that time in the District of Columbla, Florida,
Iilincis, Michigan and Wisconsin also with a 120-
day peried. In Maryland, it was 180 days and
in Mew York, two vears, if there was an eviction
plan,

Indaed, the Uniform Condominium Act,
which was drafted, spproved and recommended for

enacthent in all states by the National Conféreénce
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of Commissioners on Uniform State Lawsg in 1977,

approved by theihmarican Bar Association in 1878,

and recently adopted in West Virginia, Minnesota,
hnd P@pnsylvania only provides for a 120-~day
minimum eviction period. |

Obviously, the thabry of all these laws
is that a fair balance shoﬁld be struck between
the competing interests of tenants who may be
displacad because they cannot or éhobse not to
purchase their apartments and those persons who
are ableuia afford and desire to purchase a hom;;
Certainly, the existing minimum period of, at
leasﬁ, 50 months in N@w‘Jérﬁey, which is over
12 times that»provi&ed in the Uniform Condomintum v
Act and mbst other states, would}seem to go far
beyond fundamental énncepts of fairness as per~
ceived in other states with‘similar and perhaps
more severe problema., To add additional restric-
tions, in my mind, would seem unnecessary from the
standpoint of tenant protection,

chondly; restrictions that prevent

conversions from a practical and economic stand-

point would also prevent the receipt of real

property tax revenues that would be generated

by conversions and which are desperately needed
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by many hard-pressed municipalities in our State.

‘Typically, real estate tax aseessments increase,

at least, 200 to 300 percent when a conversion
ogceurs, How much longer can we afford to con-
tinue to p@nai;z@ thé single~fanily homeowners
of thiz state who continue to pay more than
thelr falr share of the real estate t@x@a?

If I may shift g¢gears at this peint,
I would like to deal briefly with some of the
constructive solution. There are many studles
around dealing with the root causes of the
conversion phenomens and the advantages and
disadvantaces to tenants, purchasers, and the
gensral public.

I will leave this to the testimony
of others and not allude to it in my oral
tesgtimony. There are potentisl solutions

that have Leen suggested to help these dis-

. gdvantaged persons who are genuinely unable

to afford to purchase a unit,  These include
downpayment loans to be péiﬁ out of the resale
proceeds from a unit; mortgage payment assistance
such a@‘int@rwﬁﬁ subsidy;: loan guarantees for
marginal tenant buyers; permission for regu-

lated lenders to utilize tenant discounts for
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downpayments; rental assistance such as Section 8

for a tenant who remsins in an investor-~owned

apartment; interest rate subsidy, tax abatement,

or greatly accelerated appreciation for an investor

- who permits a tenant to stay at below market rent;

reasonable relocation assistance; additiénal
incentives to private enterprise to build alter-
native housing or to rehabilitate same; technical
assistance, loan guarantees funding té permit self-
conversion by tenants;'earmarking of incremental
tax revenues generated by'convérsion for allevi~-
ating conversiop related problems} a spaecial
transfer tax levied on the converter to help
create a conversion assistance fund; and internal
quota or subsidy programs sponsored by the con-
verte: for senior citizens, low income, or handi-
capped tenants in a conversion_project.

As most of us know, however, the con-

. version phenomena is cnly one part of a hcusing

revolution now taking place in our country.
Bandaid types of legislation will not treat
the uﬁderlyinq and major probléms; namely,
that rental housing, federally initiated and
privat@ly éwned, as we have known it, may soon

become extinct unless we come up with creative
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and ace@pﬁabl@‘alﬁ@rnativés,

| é@rtﬁinly to&&y?s éc@nomies’whieh
produce the ever widening gap between the cost
of constructing and operating th@ new rental
properties and the ahility of tenants to pay
rent that will yield a reasonable economic
raturn t@-th@ lanélord on these costs, coupled
with increasingly less favorable tax lawes regard-
ing depreciation for the lanﬂleid, have made or
wili soon make new rvyental housing ewxtinct.

In econclusion, one of the solutions
for saving ocur ecities from further decay may
well bé even more widespread than the conversion
to condominium or cooperative ownership in ail
pria@vranqes and what is looked at by some as
a problem, might become the solutioen, Y think
this is starting to happen with the James Street
Commons Project iﬁ %éwmxk with which I am involved
and with which the Covernor is familiar. it is
a project whieh is aié@a significantly by a 30~
year graduated tax abatemeént bill which you will
endorees, | |

Certainly, this ig the thrust of a
recent article in‘%hﬂ Sprihg, 1880, Qu&rterly 

review of The Federal Reserve Bank of New York
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entitled "Co-op ?ever in New York City," wherein
the authors conciudedz |

"The grdwth which has occﬁrred'in co-op

housing is generally viewed as a positive develop-

ment for New York. Co=~ops are playing an integral

part in revitalizing decaying neighborhoods as
well as in sustaining current residential areas.
Co-op owners add cohension and stability to city

neighborhoods since they are not only less tran-

' sient than renters but also more likely to be

involved in community affairs. Indeed, as the

‘purchase of a home is often an individual's

largest lifetime investment, there is a strong
financial ﬁotiva,in'seeing to it that co~op housing

units are as well if not better maintained than

rantalbapartmenta.

Detracting from these benefité, hdwever,
is the concern that‘tha recant’fload of co-op
conversions is exacerbatingbthe scarcity of
rental housing in New York‘city. Ad8d8ing to
the concern is the fact that private co-ops
tend to be concentrated in just a few resi-
dential neighborhoods, and the more popular ones

at that, Since New York City attracts a large,

mobile population anéd encompasses many poor and

,,»f"j{‘_“j
i
|
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elderly people, such a situation means ihéan4

for others.“

MR, O'HERN: One more minute,
Mr. Smith,.

MR, SMITH: Thate are. other quotes
from the article here, but continuing "On.
balance co-ops may well represent a key ingred-
ient in New York City's search for 16ng—run~§¢0nomic;
health. Indeed, with co-ops as an option, the
city'’s middle~-class population no longer faces
an aitherocf choice between the diverse appesls
of city living and the lure of home ownership
with its economic advantages . . ,"

I endorse this view for New Jersey
and in my opinion, since we already have by
far the most stringent tenant safecuards in the %
nation, we need to concentrate on ways to en-
courage conversions in order to help preserve
‘our urban housing :stock and to help revitalize
our cities.

MR, O“HERMN: :wouiknow,,th@=ga1;gzy
would like to have you speak much longer but
your time is running out.

MR, SMITH: T am just about finished.
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Solutions to protect any low income,

elderly, or other tenants who may genuinely

need help should be cpmpatible with ﬁhis philo~

sophy. Unfortunately, most of the proposed
legislation which is sponsored by tenant éroupa,
encompasses ideas such as moratoriums, lifé |
tenancies, tenant consents, et éetera, which
would not only inhibit,-but'outright prevent
any future conversions. |

Assembly Bill 2286 is one of those

.bills.. It is not a comprehensible bill.

It will prohibit them,

FGovernor Byrne,‘I am aware of and
applaud vour concern for the rebirth of our
urban areas, Hopefully you wiilvshare many
of my views and during your last year in office
be abia to effect some of the constructive

measures that I have proposed in those areas

where you find a legitimate need‘exists.

Thank you very much.

"GOQVERNOR BYRNE; Thank you.

I have a lisﬁ oé witnesses who w;ﬁt
to be heard. They include Assemblyman Baer
‘whovaskad to be deferred earlier. | If he wishes

to testify at this time, he is welcome to.
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wbuld you like té be heard; Asﬁemblfw
man zangari? | | |

MR, ZANGRRIz éovernor; I, iike all
the other citizens, came down for a learhing )
saession. I reserve my opportunity to speak
here this morning, but I just want to extehd
my good wishes to all the people here. As a
legisletor, I°'11 do whaﬁgvar T think is right
for the people in the State of New Jersey.

GOVERNOR BYRNPE: Thank you.

MR, O'HERN: Assemblyman Baeyr, are
you ready now?

It will be a rare opportunity to hear
Agssemblyman Baer express himself in ten minutes,

Can we ask Mr. Smi&h while we are
waiting, Mr. Smith, has any state adopted what

you described, as I would say, incentives such

66

as the loan guarantees orx spe¢ia1 transfer taxes?

MR, SMITH: YNot that I am aware of,
but iﬁ ie one of ;hcae ﬁhings that is diécussaé
across the country, It is tough to monitér
them, I am-@ot awvare of any aoft of thing
where it is of serious interest in some of

those programs,
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MR, O'HERN: All right.
MI‘. Baer. o

MR. BAEFR: ‘Thank you for the oppor-

- tunity. I am glad that 8o mueh attention is

being'focused on this‘issue today.

I started witﬁ‘some ndtes, and I got
about half way through and I'll just pick after
that kind of free. |

About‘five years ago I sponsored New
Jersey's first 1egialati§n on condo and co-op
convexrsion. I'd like to proudly believe we
solved all the problems, but we'didn't, The
legislation, A-3570, was baSically:aimed‘at
alleviating hardship by letting the family
have more time to relocate before being
evicted By a landlord who is converting. It
is clear today that that legislation targets
on just one part of the problem. |

with condominiume exploding in com-
munities across the state in éhe past twovyears,
a fresh look is a must and is revealine. I
have taken that kind of a look very intensively.
Countless numbers of tenants have contacted me
and discussed in éetail their problems and their

dispair.
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To get an inside view of the polnt of
view of the cdnvmrt@ra, aﬁ~unvaxnishe&.view, X
have ap@nﬁ éaysbwith professional condominium
converters, attending closed 1®ctﬁxes and pre-
sentations for. real a@ﬁat@ op&ratorﬂ, developers,
investors, and converters on various aspects of
conversions and‘trieks of the trade talks by
nationally recognized experts on the subject
of conversion.

Let's see 1f I canvfimd~%@m@thing
here. Here is one example from th@'twaoday
seminar I attended at some consié@rabla expense ,

I might 8ay . "Big profits, converting apart-

- ments to condeminlums.,”

I think I r@eognizﬁ a few faces here
today who were there, too, and I just went as
Byron Baer, citizen, and it was very revealing.
The discussion went:ron and thevpresentatimn and
what Qas frankly said was &b@ﬁt the enormous
amount of profita. I can't go into the detail
about all the tricks and everything now because
the thing took two dayﬂe'

But @né of the things that was e¢r~
tainly eclear was that this is not any great -

boom to the real estate market, Money that is
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invested in these buildings is invested for
cosmetic purposes, X can‘show you the ocutlines
and the figures from here that show that the |

economics of this very easily in the average

situation means that a person's minimum income

_to be able to'afford to live in that ﬁnit'would

have to double from the time that it went from
rental to ownership.

Ndw, those are rules of thumb, for
instance, which are based on conversion nationally
and most of the conversion that's been occurring
nationally has‘bean oceurring, by the way, I might

say, in communities, as I thinklprevioua witnesses

indicated, where there hasn't been rent control.

There the rentals are 100 to 130 times the rental
price, The carrying charges are 70 percent
more‘than the rent, Put it all together with
finanée charges today and you find easily your
income Qouid,have to double,

Also, you figure that rents are held
down in some New Jerséy commﬁnitiea because of

the housing shortage that would otherwise permit

gouging the increasas jumpihg more, and in towns

like Atlantic City where there is tremendous

pressure, it's been enormous. In Fort Lee,
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there are communities where the sale price has
been 180 times rental. In Atlanfic City 200,
maybe

THE PUBLIC? , Thr&e hun&r@d.

MR, BAER: Three hundred, thank you.

I'1l try to keep this kind of short
and, frankly, I see from looking over Stanley
Van Ness's stataméhtm&I wasn't here at the
time~~he covered a lot of thé peints that I was
going to cover,

But I think the fundamental thing here
is this imbalance:in supply and dam&nd-that |
exists that prevents ordinaxy type legislation
from working, |

| First of all, the problems of hardship
aren't solved by giving someone additional time
if there is no place to go at the end of that
time. It's about as useful as a captain giving
a ‘prisoner leniency by giving him a,pariedfof
‘time before he had to walk the plank.

Rental housing is an unusual commodity.
@hemels‘nothing guite like it 4in our @conémywér
in the society. Bo it‘is hard to makevcem-’
parisons. What meid'W@‘th&wk, fox»inﬂtaﬂmé,

if %h@vaﬁility'camyaniem~w@ﬁa'tg suddenly decide
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to go condo or co-op and\th@ only way you could

get electricity or water--~let's say there is a

shortage of water and the water chpanies wexa

to decide if you want to'buy stéck and be a
sharehoclder, yoh can’gat‘watet.? Otherwise,

too bad, you are out of Iuék. vBut there is
tremendous prida in,ownérship,'in being a water

company owner, That makes you a bettérAcitizen.

It instilla greater values to our society.

Most other commodities you can't quite make a

comparison with such as food and things like

that,. they can easily go acxoés state 1inés,
but rental housing is something the supply of
which cannot change quickly over a period of
time. | |

As a matter of fact, this state and

. many other areas arcund hers haven't been able

to bring about increases in housing, having
‘nothihg to do with rent contrel, because con-

gtruction of condos and sale housing has been

very low too for a period of time,. There

wasn't as much sale as housing being constructed

before we had rent control nor is there much

‘being constructed in states where there is no

rent control.  Rent control is a problem.
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It ianft‘a‘aolution.'_ Everyone wants to say
something about it and even for those that are
convinced that that's going to bring about the
solution, anything that's in the nature of in-
centives is something that's years away in
terms of a solution.

We have a problem now that}haﬁ to be
addressed., Thg fundamaental prokblem, as I see,
has to do with the pr@a@fving gtock of housing.

I agree completely with what's been

said previous, but because of the time 1imiﬁations,

I don't want to dwell on the points of guarantees
senior citizens, and disabled persons and people
below median inqema, protection against @viction.
But we have a more fundamental problem now than
that because with turnover, you are still going
to find the loss of housing stock,

There are falrly good figures on turn-
over raé&s.,v Without our rental heusing stock,
we will in effact be loging our middle-claszs and
moderate income people in this state, High
income people can afford to buy in. Most of
the housing that is being converted is not in
low imcom@ éx@aaa aAs a métt@r ofvfa@t, ﬁh@

people that developed this in the workshops

L]
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talked about, you know, what their focus is in

terms of what kinds of places they are looking

 for to convert and make money on. It's not

in low income areas.
o, in essence, we have before us the

gquestion as to whether we're going to chase the

vmiddle income and moderate income people out of

this state. God knows, there are enough people
in various places outside of the state to provide
an exhaustive market or close to it to purchase

units of far higher prices than the people whé '

‘are here now. I would submit that we must

have some means of preserving this héusing
St_ock .

For years I've heard great focus and

‘attahtion in terme of issues like Mount Laurei,

which, éartainiy,”the legislature is never

going to act sympathetically to because it

goes across against home rule.

 In terms of concern about the housing
stock that is ayailabla for people, that effort
has produéea practically nothing in the courts
by those who have lbeen puréuing it in térms bf
units 6f housing, But here we're talking about

something that can throw away thousands and
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thousands of units. Whether you want to go with
the five percent figure, which I don’'t think is
accurate; but when you look at the fact.that

whatever that percentage is, it's occurred in

.a very short period of tinme, The projections

for where we'ré_géing to be in a few years are
very alarming to say nothing of the f&ct that
hasn't occurred homogenously throughout the
state.

communities now have had approﬁim&tély
50 percent of their rental housing undergoiﬁé
cohversion or where there's been papers filed
towards that., It creates critical problems
if we don't preserve this housing étocke

There @ré a number of legislative
t@eﬁniqﬁesvfor‘doi£g that. There is one such
technique in my 1égi@1ation 2286.  There have
beéfi others mentioned in the report by the
Public Advocats, but I think that's the funda-
méntal snd the toughest question to resolve
becsuse there are an awful lot of people that
sare for protecting senior clitizens. iI would
Hope that the vast majority of the 1é§islatﬁré
and people who are making decisions would recog-

\

nize without d@ven queétionin@ the need to 46
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that, but I think the facts exist and the support
exists for also taking the other step in terms
of preserving our housiné stock.
| Let me just see if ﬁhere's anything elsé;
GOVERNOR BYRNE: | If we can get}into
a little, Assewblyman, to,what the pfovisions of
Assembly Bill 2286 are, I would appreciate that,
MR, BAER: Surely. |
The prbvisions of 2?88, firnt‘of all,
does provide protection from/eviction for senior
citizens, for disabled people, ahd for people
beloﬁ median income. I think it is important
to have that proteétion.‘ o
Some pecple talk about only protecting

senior citizens of certain income. If a senior

‘citizen can afford it, why provide the protection.

But I have had contact with many senior citizens

'reéhrdless of their income who are utterly trauma-
tized by the process and emotichal dispair is not
‘the word for it. They were jﬁat reduced to

~shambles,

A8 a matter of fact, I hava a very close
relative in my family in a neighboring state where

the only time in my life that I've ever seen that

- person utterly be unable to cope with a situation
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wag when they were faced with zonversion. After
a2 person has been living in a place a certain
humbey @f years~—angd ﬁwm@_p@@pla wh@ have
reached certainp ages just lose that fl@xibiiity,
aven th@ugh &h@r@ are many people of advanced
age that can adjust to anything--but to many
senior citizens it is a2 must for, and I think
they sare ﬁﬁtitléd-tm it with the contributions
they have made to our soclety.

| But the key proviaion x@maining isg
to prévent the réat from escalating. if that
ront can escalate on the basis that someone else
buys the unit at s high price and, therefore, ta
get their money back it has a rationale for
jacking uvp the rent to cover thelr expenses,
somebody whose doing it for investment purposaes
and tax write-off, then the senior citizen is
going to be driven off as surely. But if the
réant can increase 15, 20 percent in just a few
years, they will be driven out.

T submit that we must have tweo typesg

of protestion for that. One, stay there so

- that the rent can increase and it 4fust can't

be unconscionable. It isn't cleaxr enough.

I think we have teo Beve a formula link to the
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CPI., The legislation provides for half of the
CPI due to the fact that half of the rent goes
to cover the landiord's expenses, but further-
nOré-- |

GOVERNOR BYRNE: Can I ask this
question?

MR, BAER: Yes,.

GOVERNéR BYRNE: pidn't we just have
an election in November and wasn't the overall
incentive of Americans to get qovernment off our
back and ﬁo 1ét'frea enterprise operate as jukt

yesterdayfthe President deregulated oil and gas

prices?

MR. BAER: Absolutely, and I would
gay to you that if we h#d a balance between
supply‘and demand and heusing, we would haVe
no business having this type of regulation.
But we don't have that.

We have one}of two things, One,
that a converter can reap enormous profits;
and two, that the persbn'who is driven out has
terriblq hardships in trying to cope with the
situation, neiﬁher of ﬁhich wouid occur.,

e have regqulations and nobody

'quastions them in the utility area because you
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don't have a free market working there. Nobody
is proposingo-not}avwn the President~~that we
elimiﬁate all regulations from utilitiam“ I
don't think, even if he would propose that--and
certainly nobodybwould ever c@ntm@plate 1@tting
utilities do the type of thing‘that I described
earlier—~ |

GOVERNOR BYRNE: ﬂary@u‘hava bipartisan
support for this bill?

| MR, BAER: I don't know whetﬁer I have--
yes, there are a minority of Republicans, I think,
who will support it,

But I must say in all frankness, like
most of the legislation that has attempted to
restore a fair balance betweaen landlord and
tenants that I have sponsored and passed this
legislature, wmost Republicans don't support it
and most Democrats do. But there's some of
each and, fortunately, because of your leadership
there.axe enough of us Demcocrats here %o see that
this type of legisliation carries and I think it
can and it should.

I &ié want to m@nﬁisn very briefly
another feature to pr@t@ctin@ thét gituation,

which is the protection that serves both for
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kba@n too many instances where paepla have

bought units not knowing that a tenant was

' going to continue renting there or not knowing

that a tenant could stay thare for such a long

period of time, I think it is important that the
law be very clear so that there is disclosure
to a potential buyer; that senior citizens have

‘the right to stay there indefinitely:; that the

rent can only increase in a certain way so that
that potantial buyer cannot then go and'élaad
hardship as a basis for jacking up tha’rent.
Frénkly, they won't be\victimizéd,by someone

who doesn’t deliberately inform them of what

they are getting into.

GZOVERNOR BYRNE: We have given you
twice as much time and, Assemblyman, if you

want to say anything else, I'm not going to

stop you.

MR, BAER: No . I think we have

covered it very well, Governor, and I am counting

on your support in this area to see that this

.state, which is the most urbanized state in the

union which has been innovative and a leader in

S0 many oﬁhet areas, legislatively is a léadez
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some other statea are now, as some of the
previous speakers have suggested.

Thank you very much, Governor.

MR. O'HERN: There will be a ahbrt
break now, abouf five minptﬁs, for the steno-
grapher.

(At this time a brief recess was
taken and resumed as follows.)

MR, O'HERN: All right, ladies and
gentlemen, Let's go back to work, Everybody
s8it down.

We have three more what I would call
lay witnesses, and then we have three witnesses
which we aon&idér]pr@f@s@i@nal or disinterested
witnesses who we have invited here to give their
comments to the G@vernor.“ They take no advocate
position.

We will start again with a tenant
r@pza&entative; Matt Shapiro, of Poxt Lee,

If anyone can shave two ﬁinutes off
tn@ié presentations, we would find it well
received. |

MR, sgﬂyzaag Governor Byrne, members

of your administration, and legislators who are

80
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préaent, thank yoﬁ f¢x inviting,me;to téatify

as an expert on the condominium conversion

crisis, But just what
As first vice-president
Organization, and until

of the Fort Lee Tenants

P .

to thousands of tenants

conversion woe. I am,

misery and suffering.

am I an expert on?

of the New Jersey Tenants

a feow days ago president

Association, I've spoken

Vaﬁd'heara their tales of

indeed, an expert on

But the real experts are the disabled,

the long-term residents with roots in their

communities, those of less than average income,

'tha elderly--the tenants thewselves, Iﬁ‘is

really from them that you must hear.

1'd like to ask the tenants here in

the balcony today, can you afford to buy?

THE PUBLIC:
MR, SHAPIRO:

THE PUBLIC:

No .,
Can you afford to move?

No.

GOVERNOR BYRNE: Mr. Shapiro, I

MR. SHAPIRO:

a?preciatm'that,'but I would alsc appreciate

if you-wduld hopefully get at some facts.,

That's what I have

‘been asked by th@_axganiz&tiOns'I,represent

‘tb_do,'ﬁd present you with statisties and 1ogica1
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conversions in 187%. Phe NITO called for a

82
arguments about the @@ﬁvﬁyﬁi@m ph@n©m®n@n@>
GOVERNOR BYRNE: Good .
MR. SHAPIRO: I will do that, but
please remember that every statistic, every so=-
c&aiﬁa unit, and the subject of every argﬁm@mt

iz not a plece of brick and mortar, but alive

About a year ago we came to you and

statewlde moratorium in response to this dangerous
excalating trend. And whet was the response?
The landlords, eager to preserve thelr potential
biliions in @@@V@m@i@n profits, hired the twa
most expensive and affective fu&iwﬁim@ iobbyists
in Trenton. Ho moratorium wa@ pasgsad, and the
only comments issued by the Departmant of Com=-
munity Affalrs was that conversions had actually
bean impx@v@d f@y‘@mly 3,@2@‘uniﬁ@@ The others
vwama considerad “"pending” and th@ﬁ@f@r@~di%~
regarded. Thisg m@px@@@mt@ﬁ jess thanh one-half
of one pexcent of the 700,000 pleces of bricks
and wmortar available for rent in the State of ﬂ@w
ﬁ@xw@y@ &@'@ﬁéhs it was not a serious problem.

"Let?s walt and see” was the attitude.
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Well, we've waited anahwe;ve seen,
Only 10 months jatsr on November 13, 1980, the
number of familiaavoppreésed by conversions totalled
15,978vspfaadinq through 57vcitiaa and the m@jorityl
of the legislative districts and counties‘ih this
state. |
Today the figure is probably around
18,000 families, which means about 45,000'men,
women , and ghildren. This represents six pefcent
of the 300,000 familia&yin this state living in
buildings with more than seven units, which are
the only ones feasible to convert. Actually,
even thatrfigure hides the true impact on some
communities where the‘percentage goes as high
as 45 percent by Port Lee. Muét wve wait until

all 300,000 families are forced out of their

‘homes before this problem is considered really

serious?

The propbuents of cbnve:sion say
"So}whai, the more the merrier. after all,
conversions are a positive force in a éommunity.
They increase tax ratableb, afford the oppor-
tunity of hcmevownarship, eliminate undesirables,
and they reaﬁit in capital improvements and bétter

maintenance,®
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Furthermore, they say "Landlords wouldn't

be converting if they weren't poverty stricken by

rent control. And anyway, what ¢ives you or

anyone else the right to tell me what te do with

my property. -~ I1f I want to evict every one of

my tenants or double all their rents so they leave

willingly, that's my business., I'm the landlord.”

Well, we, the tenants, do have some
answers .

It i8 true that property taxes are much
higher on co-ops and a@ﬁd@mimiuﬁaa That means
that people pay much more in taxes for the same
exact housing, W@.db not undarstand how this is
a benefit,

It i8 true that the so-called “oppor-

‘tunity® of a form of home ownership is "afforded®

by conversion, But it is affordable?

Since the post-gonversion monthly housing

costs is usually double the pre-conversion rent,
the asnswer for most of us is a resounding no.
Some , wiah,the resoureces , may buy thelr homwa;
but the word ®o¢pportunity® should bée replaced
by the werde “forced rip-off,®

Now, it is true that mezt of us tenants

will be eliminated since we can't afford to buy

]
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and pay twice the monthly costs, But we don't

exactly agree that we're all undesirable just

‘because we're tenants. We‘re not dirtier or

85

less moral as a group of people. Renter doesn't

mean tranéi@nt,,althcugh th@xa ére some tenants
who don't stay‘in the same élac@ too long.
They are transients, but truly they are not
really effected very‘much,by converéion since
they sort of salfweliminata;

’But’what about the xestvof us who have
established xoota'in‘eur community for the last

five, ten, fifteen, or twenty yéara? What

~about those of us who are disabled or over the

62~-year old hil;? What about ihose of us who
‘éafnlless money than the averagé person? Why
are we gonsidered undesirable? I§ it only:
because the people who will_raplace us will be

much richer than we are? We don't think that

" are governmeént should be supporting that kind

of thinking.

As far as the tremendous capita1L
_imprcVaméﬁts and superior maintenance thét
supposedly result from conversion, wa've seen
no evidence of it other than superficial cosé

metic changes to entice buyers. In fact,
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the two bulldings in Fort Lee with the most
severe lack of heat problems this sub-zero
wintey are the reécently COQVertéd Narthbridge
and Deanville Apartments. It's réally not

surprising. When you are paying twice as much

to stay in the séme place, there's not much money

left over for improvements.

As for remt control é&using conversions,
it's nonsense, iIf it werée 86, we would be the
first ones to proclaim all over this state that
landlords are using conversions to evade the
limited controls on rents that wé fought so

hard for and we nead so badly. Bat it's like

comparing a mountain to a mole hill, Uncontrolled

rent increases of 15 to 30 percent would cer-~
tainly cause severa hardshlip to tenants that
are neow protected, but it is peanuts compared
to the doubled costs under conversion. And
that's only from the tenants viewpoint,.

The landlord in a conversion is col~-

lecting all at once from two to five times the

" current value of the bail&ihg, whieh tramslates

to 20 to 50 times his original cash investment,
He's not merely evading rént contreols, but he's

avading rents entirely. That's why the majority
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of the conversions in this country are in non-

rent cantrell&& communities and why in New

Jersey, where most munieipalitiga with signi~--

ficant rental h@uﬁihg already have rent control,

fully one-third of'the'convarsiona'have occurred

in th@ remaining non-rent-controlled towns ,

- There's only one reason for conversions, greed

in the extxema;
A2 to the antiguated argument that
government doesn‘t have the right to tell the

1andlmrd what to do with hia»pxapézty<ar his

" tenants, we are just as outraged now as ever

befors by this supremacist and hypocritiecal

attitude. Your proparty, Mr. Landlord, is my

“home. We live in a twentieth century democracy,

not a medieval feudal state. You are no longer

the lord of the maner, and our government has

seen fit to insure that wevtanants,"at least,
have some rights as human b@ingé. Ko longer
can you evict us without just cause or raise
our rents unconscionably.
But you“?& fauhd something néw that
you want to do to ﬁmg .~ You force us tb buy
what most of ues can't aﬁford to buy and certaiﬁly

cannot afford to maintain, or to move where there
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is practically hb.plaeé to go. And you have
the nerve to cry noé government interferance when
you know that were it not for the federal govern-~
ment's intérférence in granting you a massive

tax shelter, you wouldn't aven be a landlord.

You'd like to have it both ways. We don't

think that's falr and wa hope that our gévernment

will agree with uas.

Governor, the pro-conversion argument
boilea down to this, Landlords want the extreme
Profits that the conversions bring. Really,
thera's nothing wrong with that greed in and
of itself, but it cannot ﬁu@ﬁi%y'thé catastrophic
conBequences of sonversion: the massive dis-
placement of thobé who can't buy and Ehﬁ@@“ﬁhé
buy but must 8211 almost 1wm@aiat@iyg the
phenomenal houslng eost inflation in convertad
{Eﬁilﬁih§$‘&ﬁa'ai§é in the remaining rental
buildihgs that displacess compete for; and
much 1888 new eoﬂgtrﬁaéi@n, and of course less
jobs, that go with 1t for two reasons. One,
with thé limited amount of morm@a@@ money availl-
sble today, any of it is used For conversion

cannot be used for building; and, secondly,

"8ince two-thirds of the converted units are
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‘normaliy bought by outsiders, acgordinq to HUD,
who would normally purchase new condominiums,

‘the demand for new condos is drastically reduced.

- The govarnment must and can act swiftly
to protect its people. There is a bill now befor@

legislatﬁre, A=-2286, which wiil, if passed, go a -

~long vway toward correctly the evils of conversions,

The bill would reguire that twc*thirdsbcf the
tenanﬁa agree:to buy beforQ conversion is allowed

and would not ailow the svict on ofbthcse most

seriocusly affected: long~-term resident#.‘disabled.

senior aitiiens, and those below average income.

~ The displacement problem would be partially

eliminated and the bargaining position of tenants
would be dramatically imprbved so that the cost

of conve:sicns would necessarily. decrease signi-

' ficankly;

There is only one thing that stands in

tha way'of this bill. That is, the massive

| real estate lobbying in this state and the large

number of dollars it contributes to the political
cempaigns of o many legislators.
Governor, we amk'your help in supporting

2~2286 and convincing the members of the senate

and assembly that people are more important than
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dollafs.

May I just ask one question? | There
are a lot of tehahts that came hbéihg to be able
to speak directly to you. Is it possible that
you will be s&aying after thé'iuhéh’bfeak to
hear those tehants?  They afev@éhéduled to
speak ., |

GOVERNOR BYRNE: If I don't, someone
from my staff will.

MR, O"HERN: If everyone keeps moving
along rapidly, wé might have a few minuﬁes.before
the break. I announced at the beginning, I aske
everyone to hold tb your time. You went over
your time.

so let's try and provide an opportunity

4

for those lay citizens to be heard by moving along

rapidly.

George Sodowick.

MR, SODOWICK: Governor, Commissioner,
I'd like to thank you for this opportunty to
speak to you.

I'm an;attﬁﬁney, and I represent many
propetty owneyrs and developers,

WCénVersion."  The word alone brings

“initial fear to tenants and mixed emotions to
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everybody. It is a word thmﬁv as an issue thgt
we can see from today, is a highly emotional one.
However, this h@axing cannot act on emotions
alone, We Mugﬁ, as difficulﬁ gﬁ iﬁ may be,
act to separate the emotlions from the faeﬁﬁ.
Webster‘s Dictionary defines @@hvaraion
as the act of transformation. In reality, this
is what doee happen. Apartment rentals bacome
ownership rém&d@me@m and tenants becoms owners.
To some, this may eem as an @v%r&im@lificatien;
but the results of this transformation are that
the benefits of conversion ocutwelgh:the detriments.
| As the Boston City C@ﬂnéil found, condoQ |

minium eanvazsiong, in and of themselves, should

" not be considered an evil. To the tenant who

faces possible di@pié@@m@nt? it is an @vilp but
not when, as provided under our Wew Jersey
statutes énﬁ regulations, the tenant is given
sufficient timé‘t@ examine the housing market,
to evaluate available housing alternatives and~--

MR, O'HPRN;: This is just why nobody

’als@ is golng to get to talk.

MR, SODOWICK: Thank you.
And it allows the tenant to formulate

future housing plang in order to decide whether
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to purchasée the unit er to relocate. Our 60~

~and 9%0-day peéeriods plus ¢hree~to-four years to

a maximum of eight years during whieh a tenant

has the right te remain in his wnit éértainly

offers more than enéugh time for any temant to

make an intelligent decision and £find alternative
housing 1s the tenant decides not to purchase.

To impose any further vestrictions on the landlord's
right 6f allenation would be unconscionable.

Tt has beén found that, as contrasted
to rentals, home ewn@r@hip]ereat@m an interest
in real estate which teénds to contribute to the
Maintenande aﬁdzpfﬁﬁéf@@@i@ﬁ~@f héﬁ@iag and to an
increase in real estate taxes. This is so stated
ih the HUD report. All this has a positve
salutary effect on the neighborhood, the muni-
eipality, and it@=péop1@o We should ‘encourage
an insrease in such ownership or at the Vvery
Teast ‘avoid discouraging it.

The HUD x@pﬁft'@ﬁ conversions found
that there is an increasing demand for home
‘ownership . “W@'bwli@v@‘thaﬁ‘ﬁh@'éﬁﬂ%@rﬁﬁén
of rental units offers an alternstive to the
high@r‘px&é@d housing. The converted condo-

minium offers to an individual the American
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dream, the opportunity to own a home~-

GOVERNOR BYRNE: I think we're proud

"to be Americans, and we are all proud of the

fact that this iz a é@untry where if:yau don't
agree wiﬁh somebody, at least you havé the right
to speak. Don't you agree with that?

MR, SODOWICK: @hauk you, Gowvaernor.

Aﬂ_th@‘HUQ r@?@rt stated, since the
converted rental anits are éftaﬁ iasa expensive
than newly constructed units, they provi&e'a new
avenue of ownership for emallax; younger home-

owners who have incomes insuffiecient to buy

- other types of hoﬁ&ing, We believe that this

opportunity for individual®s to purchase housin§
should not be denied or wade practically un-
availahla.k

| We contend that thé present gtatm
r@gﬁlation@ andvatatutes relative to tenants'
rents provi&é the moet workable and equitable
program, | The tenant is given sufficlient time
to make a decision. The prap@ﬁky owner is given
the right to convert subject ﬁo these t@nant@‘
rights, For us to adopt any stricter restraints
upon the owner's riqhta would not only be uncon-

scicnable but probably ill@qal. True and yes,
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the tenants have rights. These rights and pro-
tection are greater than in almost all of our
sister states, However, it cannet be forgotten
and it must be reemphasized that property owners
too have rights, |

It is interesting to note that the HUD
report states that when changes in demand and
supply resulting from conversions are juxtaposed,
that the effect on the rental market is considerably
less than the total of éll units converted. This
igs so becauss, unlike other losses éf rental
housing, conversion often results in a con-
comitant reduction in rental demand because
previous renters &ée@m@ homeowners .

As stated by the Florida biviai@ﬁ of
Land S5ales and Condominlums, legislation such as
m@r&toriumbamﬂ &sseaiatad r@ﬁt control, tenant
approval as a één&iti@h te @o&?@féian, aﬁd similar
regulation prohibiting or severely restricting
conversion activiety is an @v@rr@aétian to a
symptom, The xeport further atatéd that such
legislation is detrimental te the fﬁlfillm@nt of
the long-term houzing desires and needs of our
citizens and it adversely impacts upon the

operation of the free marketplace,
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We have heard today an.interesting

~approach to the displacement of tenants; namely,

the Shared Appreciation Mortgage Approach, Thisg

idea, among with others stated, should be further

investigated.

| Tha‘problam being discussed here today
relative to tenant diaplacam@nt does not have
an easy solution. . We should hdt rush to adopt

the easy answers put forth until we have inves-

‘tigated orally results produced by these addi-

tional answvers.
We submit that the advantages produced

by a conversion, such as home ownership, stability

to the n@ighborhood, improved maintenance and

preservation of housing are positive factors
which should be encouraged. We further believe
that the negative effacts on tenants have been

greatly minimized by virtue of the present New

Jersey statutes and regulations.

’ It i=, therefor@, suggested that the
present state of regulation does not encourage
conversion; but, on the other hand, it doe2 not
discourage it,. This @venhanded approached should

not be disturbed.

’Thank you.
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I would just like to add one brief

commant , A question was raised as to the federal

government's thoughts in this neighborhood, and
I happened to have brought with me today the

accounts on development cholices for the 80's,

co~chalyman statement of conclusions and recom-

mendations under consideration, Washingtin, D.C.,

dated November 20th, 1980,

1'd like to just read onm page 27 in
regard to local development regulations and
state legislation to help insure an adequate
supply of housing. It states 1n‘§aragrnphio,
“Remove rent control and condominium conversion
ban and provide assistance to the elderly and
poor households subject to displacement.”

Thank you wvery much,

MR, O'HERN: Is that part of the so-
called MeCGill Report? Do you know?

MR, SODOWICK: I think so, but I
wouldn®t say. |

GOVERHOR BYRNE: Thank Qou.

MR, SODOWICK: Thank you very much,

MR. O'HERN: 10ux;n®xt-witﬁesa is
Patrick Morrissy, Dif@c&ar of Tenant Services

for Essex County, a private, nonprofit organization
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in Essex County.
MR, MORRIESY: Governor Byrne, thank
you for inviting @@ to address vou today.
zbgh@uiﬁ_@@fr@@t the intx@ﬁuetione
I'm the Director of Tenant Services for the

County of Essex, which i3 a govermment program

sponsored by Essex County to give assistance

to temants, problems they have with their 1and»‘
lord and thelr apartment. In fact, last year |
7,200 tenants turned to my office for assistance.
1'11 be very brief so that the athe#
tenants who ave here today can be heard.
Tenants contact me regarding t&i@@a
rents anywhere from ten pereent to 25 perceat
in ﬁh@@@ towns without rent control. They
contact me because the landlord is failing to

maintain. There's poor heat or lack of heat,

there's lack of safety or security, there are

maj@é repairs that need to be done. They want
to kn@% how o get falr tresastment, But one

of the most common problems is where can I

find an apartment,

The market is so tight that some

supers are collecting up to $600 in illegal

k@y money for a tenant to get a vacant apartment.
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Some of those tenants are here today.

Tenants ask another question: "What
do I do now that my apartment is being converted?"
They atre here from 200 Mount Pleasant
Avenuée in West Orange.. They are here from 377
South Harris in E&st‘br&n@@. Tenants are here

from Avlantic Ccity, from Verona, Fort Lee, Gutten-

berg, Union, and most of the corners of the atate.
They face conversions and they face the cholce

of buying or mowve,

Unless you ave high incowe and you
previously sold a house hmving a large amount
bf‘équity; you can't buy. You ﬂbﬁ't‘hhv@ a
downpayment that will let you into the housing
market. If you are older, if you are of less
than average incomé, you can't get a mortgage
in today's money market.

On the question a%'maviﬁg, fewer apart-
ments are available and the rent increase you
face when you ax@‘m@@iﬂg is @r@at@r than the
annual increase you face a® a long-teim tenant.
Even in towns with rent gontrol, sowe have
vacaney decontrol allewing the rent to go to
the sky when an apartment is vacated.

But the wave of condo conversion is
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selling & tenant’s apartment back to them and

doubiimg>@h@iz housing costs putting the other
half of the tenants out in the street and a c@n- 
tinued tightening of the h@u@ing}m&rkeﬁ, This
in itsael? i8 proof of the h@@@&ag prices gone
wild,

The previous speaker called c@nvar@ien
a transformation making it sound like a religious
experience, Wall, I'11l tell vou tenants are
losing their faith, |

| What do we tenants want? We want a
decent place to live. We want to know that we
won't be evicted, and we want to know that the
rent won't increase faster than our ability to
pay it, New Jersey’s housing policy must be
directed t@.tha@e goals .,

Presently t@mamt@ are not really pro-
tected from converslon under the present state
law, The mam@ntv@f truth is simply delayed.
That ls, you're 8tlill going to be cut or forced
to buy. /You have just got a little time before
the noose tightens,

8o what's causing the wave of conde
conversions? There are those that claim that

conversions are caused by the high demand for
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home ownership. It is strange that there's

some truth to this because we are in a home

buying market that is symbolized by panic with

home prices and mortgage interest rates moving

to sky-high 1evels, if they are not there alreadf.
I talked to a lot of people whé thought they were
geing to buy and say, “"If I don't do it now, I°'1l
never do i¢." Panic, Panic is what symbolizes
this market.

But, in facte-~and you have heard a
speaker say it today--what iz fueling the con-
version market is phenomenally high profits.,

Now, there are th@se that eclaim condoe
convergian@ are cauvsed by rent controls, But
w%w@ we look at.chieaga, the eity with the gx@ateag
conversions problem, it has no rent control.

But as condo conversions continue and thé housing
market in Chicago'tight@ns and landlords have

less incentives to maintain or to hold rents down,
what's likely to happen in Chicag@, if condo con-
versions are not regulated, is that the tenants
will press for and will win rent controls.

Chicago ie likely %o be the fix@t city where
landlords will claim thaﬁ rent control was

caused by condominium conversions.
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GCovernoyr Byrﬁe, tenants are mor@
vulnerable in today's housing market than ever
before. Now, not only just today's tenants,
but future gen@ratioém, those who face a housing
makkat tighter than we‘ve seen since World War II,
It is them that‘wa‘muat look out for.
| In light of New Jersey's severe economic
problems and nationwide problems of inflation
and unemployment, @en&ciconversion makes even
less sense. It takes a neceesary omen of life,
That}ié, our'hoﬁsing pushes up the cost draatically.
What could be more inflationary than pushing up |
the price of housiﬁg'while creating no new value
is direct capitalltbwar& speculation rather than
toward growth. We arxe creating ﬁd new jobs,
ereating no future economic development whatsoever.

The tenants of NaW‘J@rs@y‘naed your
help. We know you've supported us in the.past
with excellent laws like truth in renting and the
just'aause evietion law, We need your help now
more than ever. Tenants in New Jersey need no
conversions withaut, at least, two;ﬁhiraﬁ of
tenants’ consént, as specified in Bill A-2286.
Tenants need protection agalinst evietion for

senlor citizens, for those of less than average
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incomé, and for those who have lived there as
long-term tenants for five years orxr more. For
thosé ténants in towns without rent controel who
§tay in an otherwise converted apartment building,
théy need the protection of rent control or else
they wiii be displaced by high rents rather than
by the actual conversion itself.

Thank you for allowing me to speak.

1'd 1ike to leave with you a special
two-part issue of "Shelterforce," which expiains
the convarsion préblbm from the standpoint of
the consumer., Thank you.

GOVERNOR BYRNE: Thank you.

Can I ask if any new rental housing
iz being built in Essex County today?

MR, MORRISSY: There is some recently
built in Verona where I understand that a two-~
bedroom apartment--these are hot luxury apart=-
‘ments or, at least, they are at 1uxufy;pfica
but tot luxury surroundings-~a two-bedroom
apartment is renting for $650 a month.

GOVERNOR BYRNE: Do you think 4f ‘the
government, federal, state, or otherwise, took
aniintsrast in guaranteeing mortgagé payments

through senior citizens, that it would alleviate
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this situation?
| MR. MORRISSY: Well, it would certainly
alleviate the problem for those who wanted to
try and buy. It wéuld.obviously cut down the
cost, |
To me, as a taxpayer, it makes absolutely
no sense because I think that that is subaidiziﬁg
the high profits made by the converter.
GOVERNOR BYRNE: Daniel.
MR, O'HERN: Thank yonm.
Our next speaker is from Mbntgomery
kConnty in the State of Maryland, vwhich is just
outside of the District of Columbia.. |

They have had conaiddrable experience

in condominium conversions, and he will describe

their approach.
He may not be here. Ted Baldwin,
. Ha‘s‘nat’hexe. We'll go on to a New

York attorney whd has had experience in cooperative
convarsioné. He may describe for you some of |
the benefits should you choose to adopt this
position.

| | Sy Rébinowitz. He may have represented
Horizon House,

MR, RABINOWITZ: Not Horizon House,
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Good morfiing, Governor.Byrne. My name
is Séymiour Rabinowitz, and I would say1that in
iy 31 Yesrs of 1@@&1 practice, I have probably
compléted 30 convarsion efforts over the years
during what I would ¢all "bad times® and &uring
*good times."

I don't come here to talk about con-
jedtire., I come here o talk about basically
ekpérience. I think one of the prime examples
that I can give you of experience is the con-
vérsion that was recently completed by‘the
Helmsley organization in Fort Lee. There .are
1263 apartment,uhits in the a@valopﬁant called
Horizon House. The premises were offered for
@@n@éxsi@n andb,aé a matter of fact, the repre~-

sentatives of the very gtrong tenants committee

Wwhe happens to be sitting on my left, Jay Beneson,

was ths.négctiator on behalf of the t@nnnts,

At the end of the four~month period,
strangely enough 1132 tenante choose ‘to buy their
apartments.

THE PUBLIC: What's their income?

’MR.:QWQERNs Pl@éﬁ&,_pl@&gﬁ,

MR. RABINOWITE 1132 tenants choose

- to buy thelr apaxtm@nt. They bought their
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 apartment and in truth 300 of them have chosen

already to bac@@e displaced by selling their

apartments. Of the 300 sales that have been
*clocked in,"” the narm@l'?iie@ géhie§ed by the
tenant seller wes more than looipercsnt of the
price that he péidc That's in a four-month

pericd.  The normal markup that a temant puts
on his own purchase now today is gregte? than

200 percent of his purchase price, and he is

getting it. That's a simple down-to-earth

expaerience.

Let me give you a very. personal exper-

‘ience. For the 30 years that I have been prac-

ticiné law, I have be@n.g rénte:, To this day,
unfortuﬁately for me, I am a venter. I haéa_ |
31 Yaérsg and z'ﬁe been m&rriadg3l yearsQ 3
hégan to practice almost concurrently. I have
31 yéara of rent receipts, which give me no rétuin
on the investment I made in my life.

I am becoming aluawlaeraey resident
in about 12 days. I'm moving to é’development_

which I hope and pray will be converted bacause

I can't afford to buy a house, but I may be able

to afford that apartment.

No crying for me. I just came.
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I am golng to give you.one more per-
sonal éx§erience. I am about to offer for
conversion the development with whieh Matthew’
Shapiro is attendimg.v From my observation and
from the angin@aringVraports,‘which I h#ve
recelived from independent engineers, that
development requires 37,800,0@0‘in repairs to
its complete deterioration within a very short
nunrber of years. I am not the present owner
of that development, I am merely its canvaftar.
The present owner cannot get $7,800,000 worth of
financing to finance these repairs. If he were
able to borrow $7,800,000 wiﬁh which to maka the
repairs, he could not get a return on that monay}

If he asked the tenante for a reasonable
rent increase so¢ that he could get a return or -
even if he wanted to borr@w $7,300,00Q, no bank
would give it to him, Th@‘xent control lﬁws
in the Borbuqh of Port Lee would prevent him
from getting it, S0 he éan't afford to make
the repairs.,  There i@’at the moment no cash
flow return on that complex.

What's the answer, Gév&wmwx? I thipk

simply the answer is the bb@ks'mm@ cpen, Lf
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Open th@‘bobka. o |

GOVERNOR BYRWE: Go ahead,

107

. MR, RABINOWITZ: We make full exposure

©of the problem which will be forthcoming in two
weeks ., |

Eut let's go to the point. The‘point
is no developmsent--well, let me'get back to
Horizon House for a minute; Qnd:x,éon‘t'want to

go beyond my time.

At Horizon House, 300 purchasers could

not afford to buy their units with cash.  They
had;td go to a bank or banks to seek financing
of their purchase prices. There were four
turned down on the basis of inaufficienﬁ income
to quaiify fhsm for mortgages on theiy units,
Two hund#aﬂ-- |

B THF PUBLIC: 'that was. before.

MR. RABINOWITZ: No, some of the
tenants happened to apply for mortgages when the
rates were in effect at 19 percent. I don't
make the ratéa.

| THE PUBLIC: What were their ages?

MR. RABINOWITZ: What were their ages?
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MR. O'HERN: It is better if you address
the Governor as to why you are here.

ME. RABINOWITZ: I want to answer that.

Governor Byihé, @@nior,éitiﬁehé ﬁarchag@a
the Horizon House, young péople purchased the
Horizon House, people of all ages purchased the
Hobizon House. Peopls basically who could afford
to own their units purchased their Horizon House.

I can say to you that in the tity of
‘ﬁé& York, where I also have somé @xpérfiké; it
is my understanding that tha eity now is preparing
to offer plans to convart to cooperatives many

of the abandoned buildings of the City of New

York. The City of New York can't possibly afgord

to carry them ande--
GOVERNOR BYRNE: Do you want €o sum up?

MR, RABINOWITZ: Yes, Governor. I ‘am

now going to sum up. I don't want to ‘take much

less than allotted. I hope to gét out of here

‘with ‘some assemblage of my head.

We don't have all the answers with con-

verters and we are not always in it for ‘the big

‘profit. But I ¢éan say to you that owners can't

‘afford to maintain their buildings becaise they

‘are not getting enough rente, Thelr choice ‘may




10
i1
12
13

. 14

: 5

16

17

18

19 |

20
21

22

23

24

25,

109
come down to one of twe things: abandon the
prbperty or come to ihe govurnmént and say to the
government, Listen, we have creétéd a situation.
Help us out. Coademn our propatty. 'Givc us
our pticaband you run the buildings, but don't

ask us to subsidize in svary possible way tenants

‘because that's not our job. Oﬁr job is to invest

and to get a reasonable return,
Thank you,

‘MR, O'HERN: Next is Alan Beckman.

' Mr, Alan Beckman i3 also an attorney, and he's

from Philadelphia, Pennsylvania, .

MR, BECKMAH: Good maninq~-I waé-going
to say &our Honor-~good morning, Governor;. |

Just in the way of background in ligh£
of the fact that at laaét one of the other |
attorneys who spoke here did not refer to it
opening,‘x have besen the founder and first presi-
dent of the Council of Tenants éasociatians of
Pennsylvania. I am general counsel to the United.
TPenants Associations of America. I presently
serve on the Philadelphia City ﬁlanning Commission’'s
Steering Committee on Condominium and Cooperative

Convergions, and I have officially represented

12 complexes where convarsions were taking place
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- représenting well over 5,000 ﬁnita.

Hluch of what has been t@stified to
already today I had intended to bring up myself,
but 1 won't be redundant, b4 wiil simply say
ihat I agree with everything that Assemblyman
Baer nad to say. I agree and would also ask
that if there's going to be applause, let it
ke after the ten m&nutaw.

I would slso say that i aven mora‘aqree
with what Mr. Van Ness had to say. The State of
Pennsylvania, very unfortunately, does not have
guch aﬁ advocate. ¥We don't have the office.

I wish we diq. I think his positions were
excellent and hit the prablams,xight'on the nose.

I would also like to mention that

Mr. Patrick Horrissy who just teatifiéd sarlier

raised many of the concerns that I had intended
to raiss today.

It is unfortumnate, and perhaps as a

result of this meeting, Governor, our cwn Governor

Thornburgh may decide to do the same thing, He

hasn’t, In fact, he hae been of absolutely

ne assistance.,  He hasveloﬁ&a‘him'ey@s of the

problem in the State of Pennsylvania.

When we began lobbying for amendments
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o what was e&ll@d the *"Uniform Condominium Act®
created in 1977 in Colorado, I was the only person
lobbkying for thoseé changes and was treated,
basically, éa a crazy so that there were no other
lobbyists. But when we bhegan to makebh@adway
in our own state assembly after our state senate
had passed the Uniform éanﬂ@minium Act by an
unanimous vote a few months earliier, all of a
sudden appesred about a‘&nz@n lobbyists . Among
them were a former lieutenant governor, a‘former
liaison between the gév@xnmr“s office and the
state assembly, and a numbeyr of other very high-
priced individuals.‘ |

Mr. Rabinowitz' comments about his
experience struck a very fawlliar cord to me,
At such sessions ag this, it is not unusual to
find people t@stifying who talk about 30 and 40
yaars experience in the real estate business.
That is high-priced experience. That is high-
priced experience b@eag@@ the clients of those
inaividuals can afford to pay the tariff and

they can afford to pay the tariff for the fol~

lowing reason.

Using by way of example Beaver Hill

Apartments in Jenkintown, Pennsvivania, a builéing
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Ehat was valued at $9 miliion, it's ownsr, Richard
Fok, went t6 court complaining that the assassment
waé much too high and the buildihg was not reéally
worth $9 wmillioch. Hé 4id tnat late in 1979,
In 1680 ha 8014 ths building to American Inveséo
basea in Chidago, one of the largest convertérs
ih the world, for §18,200,000. In any evént,
poor Mr. Fox did quité well. I don't blame
£hls on Mr. Fox bsciuse I thihk all of us who
are involved in this issue undérstand that there
is ah underlying problem.

The undeérlying problem is that the
federa] government has not addressed the needs
of rénters, period. Thay have the tak Btructure
to work with., They could make it profitable
for landlords to run réntal unita., They are
not doing that,

But let me just finish that example.
As it turns out, when Beaver Hill does %ﬁii&
‘eonvert, they will f@éiﬁﬁ@‘avét,%ék?ﬁ&ldiﬁn
gross, They are putting at most $2 milliea
into the cosmetlc rénovation of that building.

For instance, two of the three roofs

wes built 16 years age. There is nothing baing
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done to the rooms. There are continuing com-~

plaints abdﬁt inéinaratots, airconditianing sygtemg,

elevator system, et'cetafa; and nothing is being

‘done with regard to thét.' But the lobbies,

which were‘racaxpéted twé and a half vears ago,
were recarpeted once again. The wallpaper that
was replaced in those lobbiag within the hallways

just two and a half years‘agovié being replaced

. once again. By the way;;acgordinq to the workmen

by cheaper mat@rial.
One of the things that has been mentioned

thath_thihk musﬁ be given a great deal of atten-

tion is the'fécttof’l édon't know whether ybur"

state law requires the inﬂpectién of the systems
of the‘building. What happens in Pennsylvania
is that a New York outfit named-Lawénbérg and’
Lowehberg 6r a Chicago outfit named Lockwﬁoﬁ ;
Green 1s called in by the most big, at lé&st,"
chibago-bééed convertsrs to do‘a one-day vi@ual
inspection of the propérty. ~ They always manuion
that they will without benefit of plans ana thay
always put in a paragraph aisclaiming averything
that they have done. In other words, you got

no one teo sue once they get out after they have

' gotten their $35 million. It is a huge problem.
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Howevar, I ‘ve digressed. I was sup-

posed Eb.speak'ah,’t"hardships of renters, which
I think has beenfa*okan abeut;gxeatlyq Juat,let

me add some of my own personal experience.

73, Eé;ldn'ahfoqcasion in pPhila~
&elpﬁia we were lob ?”5§f8ﬁf.oﬁh'city council'
‘on prospective lagislation.

I had this happen to me one, two, three times.

:Anyway, the first little old lady came up to me

and aaid, I've nevar~h@d-t@‘take a tranguilizer .
in my life, but ﬂd& th@'&bcfongave me these

little white pills and she showed them to me,

The second Iittlefﬂld lady came up to me and

she said, I used to take those, but the doctor

114

haa‘me on the yellow onea. o Ané the third little

0ld lady said, I’danrt know about yellow ané

white, 1 took ﬁhé»Biue ones . Just for the

’recoré, that is valium in two milligram, five

milligram,‘and t@n milligram.

I havevbaen.WOrkingwiﬁh-Haxry Reasoner
on a "60 Minutes®" presentation which should be
aired in late February or early March. I can
tell you in advaécé”ﬁhag some of the comments
mada,ig that shoﬁ‘@iii,be Mrs; Isenberqg, who_is

a very dignified proud woman, will state that
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before she goes to bed and when she wakes up in

the morning, she prays and she prays that she

doean't live long enough to go through what has

presently begun in her apartwment building, Beaver
Hiil, in Jenkintowno I can tell you stories

about individuals who have had their soné,'nephewa,
nieces contacted on the west coast by the converter

asking them why they can't they buy the unit for

their parents. The tactics are incredible. The

profit is incredible.
Let nmsa just’adaress one other thing;

“mnd it was sort of referred to by Assemblyman
Baer; He mentioned that whatever the current
rental is, the sales price would probably be
130 times that, That is not true, and it wasn't
true a couple of years ago and it wasn't true
because a couple of years ago it was at‘least
iSO'timas. . 7poday it is 170 to 180 times.

| In other“warﬁs, with a $500 apartment
'multiply that by 150, which is very ccnservative
today, it will be a $75,000 sales price. Twenty
percent down means $15,000 down plus $2,000 in
closing and settlement costs. That's money out

of the bank. That's money that novionger Pro-

duces income, especially for older people to put
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bread on the table with. After that, you've
got to somehow get youxr 560,000 m@rtgaqe.

Assuming you are able to get that

mortgage at your present rate, that would be

' $3800 to $£1,000 per month in mortgage payments,

Thah you must calculate the increased property
ﬁaxaa alcng with your normal maintenance fees,.

I am not talking of the special maintenance fees
when the heating system breaks down and everybody
has to chip in $1,600 or‘$3,000 a piece. Just |

the normal maintenance fees will amount up to

what the former rent was, That means a $500

apartment bas become & $1300, $1500 apartment,
Really, all you buy is air space to begin with.

I will very quickly tyy to stay within
the time limits, Some of the comments made
by Mr. Smith about increased tax base, yes, that
ig true in most cases according to my experience.
However, I would ask you to also consider that
you do not pick up the trash. The municipalities
don't pick up the trash for apartment bulildings
today. There's a lot that municipalities do not
do for a rental tenant that they {fo for singlé-‘
family dwellings.

I can assure you that there will be
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people‘here testifying about making demands for
such services oﬁc&‘their tazes increase as mater-
ially as they will, |

Secondly, this is about rehabilitating
neighborhoods. Th@ra@é nothing to ﬁ@; I mean,
in Philadelphia there hasn't besn one building

converted in North Philadelphia. Thay have

all been in Center City or otherwise desirable

locations . The whole idea of luxury apartments
really has to do with location, if ahything, |
It has nothing to de with ina@mé. People have

a right to choose if they wish to expend 60 or

?0 percent of their disposal incowe on their
housing dnﬂ many do. I ¢hink many of the

people here expend a hack of a lot ﬁ@re than

25 or'BO percent of income on their housing

today.

The idea that just conversion stabi;izes
avneighborhaoa, I think tﬁat-an?cn& from the |
tenants "’ side of this issue could testify today
that in most of these buildings you have a largsv
percentage of tha pm@ple.livinq there for ten
vears, fifteen years, many of them for the 30

or 40 vears the bullding has been standing.

With regard to the tax deduction, the
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tax deéu0tion;weu1d‘make some sense to me if
I were to buy because of my income tax bracket.
But it does not make any sense to énYOne who is
on a fixed income. They simply can't use the
much heralded tax deducticnb

There 18 the whole idea of home angrgh
The individual who wants to buy a home and only
has $70,000 to expend but really o e
a home that would cost him $125,000, that's also
very misleading. The $125,000 house usually
hag three bedrooms, a garage, usually a basement,
certainly a piece of la@n, and it is there own

houge., Not only do they own air space within

the walls, but they own the walls themselves,

That $75,000 in the Philadelphia market will

118

ip.

buy you nothing but more than a small one-bedroom

apartment.  So that is an absolute fallacy.
The idea of improved--
GOVERNOR BYRNE: Can I cut you off

because we have gone through your time.

MR, BECKMAN: I recognize that I might.

I thank you for the opportunity.
I only hope and pray that with the
leadership of the Governor in this atate, unlike

the sitvation in Pennsylvania, you will create
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a meaningful pieﬁ@raf legislation. Thét cer-
tainly seems to be, in my opinion, 2286, whiech
addresmas most, if not éll, of thé real concerns
of the people as Qppcaeé to the profit makers.
There ia nothihq wroné with profit, but too much
iz too much,. |

MR, O'HERN: David Wolfa.y

GOVERNOR BYRNE: Mre Wolfevis from
Reston, Virginia, and a member of an organization
which specializma in planning establishment and
management of community‘as&@ciationé. |

MR, WOZPE: Thank you, Governor. I
appreciate béinq #nvited here from another state
where wé heve had a Qreat deal of conversion
activity.

I'm here to speak this morning on behalf
of the idea of humane approach in the plight of
aehior citizens, moderate income housing and
@thars affected by ¢onﬂaminium conversions.

I would say amwong our clients are

tenant associations sponseoring conversions in

the city of Washington, D.C. Therefore, we
believe we reflect the respective of tenants
29 well as others in the conversion fielgd.

I'd like to begin my comments by saying
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what has oftanxbéen said‘abOut the subjectkéf
conversions; namely, that it has been a much
overplayed, highly emotional issue and one not
fully understcod by boﬁh proponents and adver-
saries of the GOn&ominium conversion idea.

Much iegislatiOn that has evolved
around the issue of conversions has been ill-
considered, and like rent control has often
failed te accomplish its social purposes while
at the same time enhanéing the position of
affluent citizens who require, essentially
no special consideration through legislative
provisions,

It is my opinion that any legislation
that is designed to deal with the social pro-
blems of conversion should be structured
according to defined needs which means,
substantially, t¢ be defined along the char-
acteristics of those who ?equira protections
through law that otherwise were unable.

Present conversion legislative
trends interfere indiscriminately with free
market operation in a way that unduly rewards
the affluent while substantially increasing the

co#t of housing to the general public.

120 |
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Before getting into some specific

ideas and proposals, let me put to rest one

fiction about conversions: namely that con~-

versions are rapidly depleting needed rental

housing ﬁtock. - Phat, if you will, is a red
herxing'whiéh clouds the real issues, By

considering both new condominiums as well as

conversions, we are actually seeing in many

areas of this country for the first time in

- years a‘significant increase in the available.

rental stock for those desiring or heeding to

‘rent housing.

In recent years new additions to
rental housing stock has been minimal due

to rent control, changes in tax laws, and

‘other public policies. In the entire State

of Florida, for example, in 1979, less than
600 new rental units were recorded as additions
to the rental houéing stock,

| Conva:aioms represent in a remarkable
way an example of free-market operations which
function as a curative, if you will, to adverse
public policies, In other woi&sy the problema
public policies hava created which discouraged

on a wide basis new rental housing stock have

121
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been significaptly cured in a number of areas

by conversions, Note should bé made of the

recent HUD study on conversions as well as a

similar study by the State of Florida which

found conversiscns to not be so much a problem
in and of theﬁééivési but a result of signi-
ficant problems dériﬁiﬁq‘frémfpublié policies
on housing. ‘it"iéiﬁhé fallure of the public
sector to make decisions.

In othé%*ﬁgfawh in the context of the
total housing g&éﬁﬁfe, the manser in which condo-
miniums are f&#ﬁbffﬁg bél&hce to rental housing

stock is mQSt £n£¢§é§tiﬁg. 1t involves the

addition of new units as well as the removal

of potential tenants from renting housing
markets, thus relieving demand.

Let me ilkgsﬁraﬁe_my point by setting

"fqtth &,ﬁé&gl‘édﬁﬁtshéh&-withxpquram&'WGah&v@

worked with in a number of instances, for which
Ivean pmqv$d¢~Spéqific-avidencew

-Asaume»fbr thé»saka of simplicity 100
units;on‘a;canVéfsign, 50 units being bought by
tenante., fhis‘iszé410wér-fiqurefthan we_ara

actually use to in. the project. We have worked

" becauge of special programs we have devised, which
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I'1l get into in a moment. That 1eé§es 50 units
remainingffepresenting potential depletion of
housing stock. |
Now, assume 20 percent of the total units
are dévoted to a long-term leasing program oriented
to the low-income elderly and so forth, a long-
term fixed cost of lease basis, That leaves
only 30 units'répiesenting potential depletion
in the housing stock.
Now assume that 60 percent--these are
pretty defensible statistics--of the remaining
30 units will be sold to the general public who
now aré tenants elsewhere. That yields 18.
What happens from this is that Qe end up with
12 units out of the 100, whiéh represénts a
depletion of rental housing stock.
. What happens next is ﬁhat;within the
period of the next i2 to 18 months, you will
see somewheres aréund 10 peréent of thosa people
or a number of people who bought initially moving
elsewhere buying a home elsewhere and renting
the units in that conversion.
To wmake a long story short, what ends
ué is about two percent depletion of a rental

housing stock occurs in this conversion. I
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might say that a number of people are not there -

initially as renters bY‘choicer‘but'rather"be~
cause they cannot afford housing because of the
o ' i "

lack of moderate income housing,

Now, to illustrate the point of the

' needs to look at’éba total hﬁusing picture by

adding in the new?&onaominiums, we find that iﬁ:
the first seVeraliyears 20 to 30 percent of those
nﬁits built will also bevrenteﬁ, which means we
havavnew net additions to the rental housing
sﬁock; | Why? Because theére are now new sources
of income of capiéal going into the housing be-

cause formerly it{took a lot of money to buy and

- build a rental project.

Pecople on ordinary income~~doctors,
lawyers, business people, whatever~-can buy and

invest in a single unit as a real estate invest~

.ment practice. ?hua, this new capital has been

an,impextant;ﬁagtbt in its expanding new rental.

A second and very significant concern

124

regarding conversions deals with the displacement

‘ : J
of’lpw and moderate income citizens as well as

the aldérly. HUD and other studies have not
found this to be pervasivafbn one hand, but

nevertheless even displacement of one severely

<
ol
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disabled persdn,‘senior citizen or otherwise
disadvaﬁtaged person cénnot be'morally tolerated.

I have personally worked on a number of
pro§rams in jurisdictibns where there are no
limiting legislative provisions concerning con-.
versions and in which these conversions have
taken place without a single eviction. One
program I am currently involved in involves a
979-unit, a thirty-year old garden project,
where its residents reflect an average income
of about $15,000, 2 number of tenants are on
Section 8, andfa number of tenants make under
$10,000. With phase one-éf a three-phase pro-
gram completed, nearly 60 percent of the tenants
have chosen to remain notwithstanding a period
6f uhprecedented interest rates which have
"knocked” many moderate-income people out of
the marketplace.

Our oldest puréhasefs in this project
are a couple: the wife is é9 and the husband

is 91. Under federal law, lenders must lend

-a loan regardless of age.

Now, the elements of this program that
I have made this work and perrmitted us to retain

the character of the community are summarized as




|
i |
13 |

1a )|

15

i6

10 ||

ténants in these programs, of which I a

' and the CouRty of Fairfax, Virginia,

126
follows:
nilwﬁiﬁbagﬁggtofall téﬁéﬁﬁgjoi‘abaut 15
Pﬁf@eﬁt;’@&&iiidh&i discounts to severely handi-
capped df:éidérlﬁuog $3,000; a long-term lease
pm°qﬁamjéa£.?9vt6>20(par¢éﬁt bf}the;ﬁénants with
eligibility based upon age, health, and tenure in

rent abatemant of $3,000 pro-

rated méhthiylbv@r\tha lige’Qf tha_Lénq~tarm

lease féﬁfﬂﬁéisénior ¢citizens &ﬁ&_thd&e.#heké;e

severely handicapped; below market interest rates

to senior citizens by virtue of the development

buying déwn intérest rates; special counnseling

- programs to tenants on‘finaﬁéiﬂé,”purehasing,

Ieasing,'&ﬁ& on the psychological stress of
dealing with the advent of conversion, The
results ef this counseling, incidentally, are

daughters, |

interasting. : Many peaple have had sons‘

tﬁém.ﬁ6 bu? tﬁé anit bacauaé.af thé &bﬁg&aﬂtial'
equity benafit represented by the discounts.

Publi¢ housing has been provided for

king

and a creative partnership between the déveloper

CCity of

Alexandria, and other jurisdictions. These
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tenants who have no other way of staying in that
community are handled by public assistance to
retain that position in that community.

We are working on one conversion, a
cooperative, where'tha monthly carrvying costs
are actually less than what the rent was when the
project was a rént@d project.

There ara'a number of deﬁaiis whieh I

wish I had the time to get inte, but I think the

time is now for creativity. The issue is in-

flamed by different special interest groups that
are involved. 1 think the government role is
not to satisfy one special interest aroup,
developer, or hameown@ré or tenants at the
expense of another, but to achieve a moral and
humane com?romisa betwaen allvspacial_int@rest
groups. |

In thie issue, if fhar@ iz any erroy
in legislation, it certainly must bhe on the
sida of the tenants. Howevaer , the legitimate
interest of investors and homeowners cannot be
loolpercant ignored i1f we wish to maintain the
scdnomic character of tﬁis country which we
all benefit from,

MR. O'HERN: Thank vou.
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The Governox has agrééd to $tay for
three of the public witnesses. Wa'd 1ike them
t6 limit their remarks to not rore than fﬁv&
minutes

We'li start with David Baslow.

I8 M¥. Baslow here?

ASSEMBLYMAN BAER: Yes, he is here.

MR. BASLOW: Governor Byrne, ladies
and gentlemen, my name i§ David Baslow ahd I am
the president 6f the New Jersey Tenants Ressarch,
Education and Development Organizatien, Inc:,
and past president and incorporator of tﬁé"

New Jersey Tenants Organization,

1'd 1ike to take this opportunity 6
publicly thank y&u; Governor By¥né, for all of
the years of your support and leadership in
attempting to create a balance im the landierds
tenant relationship and having supported legiss
lation ﬁﬁ&&‘ﬁaé Eé@ﬁi&eé in New Jersey's tenants
being the best protected ténants in the ceuntry .
Thank you. /

In the aréa of conversion, it wad you
earlier support, Octsher, 1973, of the cusrant
laws that provided evidtion proeédures and the

full aisclosure 6f conversions, with the tiréeless
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efforts of your Department of Community Affairs
and its staff, that has caused a2 well balanced
and fair process for changingkﬁwn@xehip in multi-~
family housing and protecting as well as giving
tenants an opportunity tq own and, also, at the
same time:prot@ctinq the residents who choose
not to own by providing a reasanabla.period of
time from three to elieht y@arsrte find new
#ccommodations; |

The existing law was not simple to
achievé. Many months, phone calls at four
o'clock in the morning, meetings, negotiating,
research, more meetings, more phone calls prior

to legislative action resulted in the hest

~efforts of your office, both legislative bodies,

the builders groups, the realtors groups, and
our organization. We attempted to achieve a
fair balance in the legal relationship so that
iha marketplace could coﬁtrol and abuses could
be eliminated.

The exlsting law and regulations have
worked for most tenants and continue to work and
have bacome avmodal for other states deaiinq with
the conversiocn probklem, while at thaksame time

it has not frustrated the marketplace, tha federal
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housing policy on conversions, and the "American

Dreain” of bwmergh&p and I Guote, "gives the little

guy & plece of the action,” which was your
back in 1375, .

“HouBlng Sooperatives represent an
important vehicle for nelghborhood astabilization
and revitalization as well . . . They permit a

harmonicus and finan¢ially viable mix of ecénbmie,

ethnie, and racial groups %@ co-exist in ou
neighborhoods.” I have just been quoting from
the letter dated December, 1980, from the Assise
tant Secretary of Housing ahd Urban Davelopment
for Neighborhoods Véluntary hssocistivhs and
Consumer Protection, Geno Baroni.

The federal poliey oh conversion;
following a study by HUD that was relsased on
July 2nd, 1980, cleariy is not only t6 ensourage
conversions, but alsc to provide technical and
finaficial asistahod Por sonversich by thé
establishment of the National Cooperative Bank,
public Law 95-351.

As a side comment, in the press releéase
tgsued with the HUD study, formeér Secretary Mooh
Landrieu stated that "to £ingle out csndominitm

conversion, rent control or whatever, may be
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good for wventing frustrations but it doesn’'t
get rental units built."”

The problem in New Jersey is shared
throughout the nation, Not conversion, not
displacement of the elderly and poor, not rent
control, but rathery a coritical shortage of all
housing. The solution is not passing state
laws that are meant to frustrate eonveraion,
frustrate the federal housing policy, frustrate
investors in the marketplace, but rather in its
gimplist terms, a solution-~build more housing.

The housing probiems of the elderly
are not different than the housing problems of
the poor and also the middla class; no choice.
However , if we were to legislate special conditiona
for the elderiy, auch as-langér terms during con-
version, the housing problems for the elderly
would get worse. What appears as a solution
to preventing the dispi&c@ménf of the elderly
is ewactly what will hurt them the mgat, They
will not be able to reant and, yes, we have laws
saying»that you cannot discriminate because of
age, b&t our experience says that the elderly
are discriminsted against now. Our experience

with the elderly tells us they do not want to sign
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complaints, they do not want to fight their land-
lords, and they do not waat to go to court.
Therefore, they will lose more as a class, than
the small numbers that may be helped.

As a workable solution, if the preblem
is proven to be widespread, we would suggest
that to prevent disgplacement of the elderly
Wauld.be for our Heousging Finance Agency to
purchase these units and keep the elderly tenant
in their apartment for asrleng as the tenant
wishes to remain and when they leave, te have the
unit sold on the open market, Special bonds
could be created for this financing and in fact
effﬁré& as tax-freée investments to the other
residents in the converted building and also the
residents of that community.

I would suggest a review of the banking
industry's practﬂcegiof'ﬁin&nging gooperative
stock and attempt t6 encourage the banking
industry in New Jersey to offer long-tegm
financing te credit erthy cuﬂﬁemers.gagking
toe purchase co=~op stock.

Furthermere, on the displacement
problem, we must examine the yuestien: Is

conversion causing displacement and is it a

132
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statewide problem? Or is it centralized in

problem areas such as Atlantiec City? I suggest

that>tha marketplace says gocd deals work and
bad ones do not. Also, it should be noted that
HUD has targ@tad Atlantic Clty and Newark, a
National Association of Neighborhoods Project
that ié attempting to deal with the displacement
problem,

Another area in_conversion that is
often spoken of aad a couple of states have
enacted is known as a percentage of consent
before conversion takes place, This concept
wvas reviewed prior tec the existing laws being
enacted and was rejected. Whatever percentage
used, our question then as it is now is what
happens to those who are not in the majority.
Can 50 percent or 60 percent tell me I cannot
own my apartment?

Throughout history, the majority have

attempted to tell the minority that they could

not own land, that they could not wvote, that
they were second-clsss citizens, and are we
faced with the second problemsz if the majority
says ves, convert. The concept of percentage

consent is & non solution and shotld not be

133




1|  sensidered. |
In céﬁélﬁﬁion, Governor, I am confidant
‘3 that whéen the facts are in, when all of the inter-
4] ests are welghed, when the public interest is
considered, I suggest that no action may possibly
be the best action for now.

7 MR, O'HERN: Mr. Jay Beneson.,

MR, BENEBON: Governor, I have repre-
gented in the last year and a half in excess of
0] 3500 tenants who have been involved in this
process that is the subject matter of today's

}2? diseéussion. In essence, I have been in the

13 i trenches with these people and I've seen the

ﬁh;v anguish that"s been caused on a daily almost

ﬁ%;; hourly basis, Obviously you have the advocate
16 ‘of tenants rights, but I nevertheless belleve
17| the following points will balance the rights

WS? . ‘of tenants who feel that it is their inaliensble
19 | rights to be importunate xn these premises.

20 * The sponsdr hes his right to maximize his profit
21| with wis beilaing. |

'@Qi ‘One, I think 4t ds wvery eclesr that the

Process between the sponsor and ‘the tenant is
24 not one ‘of arm™s length transaction. The tenant

i3 ‘a 'captive cusgtomer End ws ‘guch hae as mahy of
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the righés of other people wh@ invest in real
estate do not have. |

I would now like to give yoeu the points
that I believe will assist both of us in undex -
standing our this law, pe:hapa, can effect all
the rights,

“One, I suggest the prospectus oé rad

herring should be served on the tenants 90 days

- before the Department of Community Affairs reqgis-

ters the doeﬁman&. The 90~day exclusive option
then wohl& run from that time.  Why? Because
if we only have 90 days to organize, get an
engineer, get an accountant to &nalyze the very
complex prospectus served on each one of these
tenants, thare.is not aﬁﬁu@h time to make that
business deciéion.l
Two, the Department of Community Affairs

in ny judgment-~and I have worked with these
men-~-consists of dedicated people who are over-
worked and understaffed. I would suggest that
that department get some consideration so that
we can, at least, get.xesponaaﬁ 8o that we can
move along‘withkthis p#ocasm.

| Three, A-2286 should clarify to remove

all doubts that a tenant not buying has the
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sbesolute protection of rent centrol in effect

in his community at that time. Fven if his

lator, an investor, that speculator, that investor,

must be told in no uncertain terms that the tenants
rights ought to be preserved and that speculator's

Three, mo selling, no advertising, no

‘promotional heopla by the sponsor during the 90-

exclusive period,

It seems to me the tenants are underx
enough emotional stress, They don't have to
have a carnival-like atmosphere in their very
homes with people coming im with brokers with
everyene giving the feeling that their property
is a very valuable deal and unless they get on
this train, they are going to miss something,
I'd like them to have 90 days to sit down and
make sound, intelligent business decisions in

a tranquil atmosphere.

Four, any tenant offered a di
has a full 90 days to exercise npot only the
option but the discount, wag?- Many of the
sponsers put in thelr prospectus that you enly

have 45 days to exercise this éiﬁﬁﬁuﬂt» The
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time is not enough. None of us would buy a
vsed car unless we've hireﬁ an engiheer or hired
a mechanic to look at that car. The same goes
with this building, We have the engineering
report of the sponsor, but not our own engineering
report. Therefore, the additional time is required

Five, a guérantae of maintenance for
two yeérs. © If unaudited reports are permitted

by the Department of Community Affairs, that

| guarantee of maintenance is essential so that

we know what we are buying;

8ix, all violations on. the converted
building are}to be substantially corrected before
conversion,

Finally, but certainly not least, the

" senior citizens. I suggest that we are not

just dealing with business decisions when we deal
with senior citigzens, We are dealing with a
major life crisis and that major life crisis
requires, in my judgment, some legislative
correction, I would suggest that senior citizens

62 and over who have a two-year residence in that

property being coaverted earning lese than $35,000

should be exempt,

I further suggest that all senior citizens




67 4nd over ¢hould have & lifetime exemption
régardiess of ‘théir earnings.,
Governdy, age, inflation, and the

ter of eviction i8 an absolute blight en

@ twilight years of many of our senior citizens

that has to bé stamped out. That has to be

tad by enlightened legislation.
1n parting, Goéverneir, ©oh a personal
1evel it is a beautiful day. 1 personally would

1ike to be somadwhere elsée, and I khow you would

legs oh

le present I thank you

Vety much For your attehdahce today. We all
‘e you a debt of gretitude.
‘GOVERNOR BYRNE: ‘Thank you.

ank you.

R, BENDSON:

e im the

Ne  Thie last w

ration of

‘erncon..

/ed ‘on October |

‘thig'se Weurs:,
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Governor By:ne, it is untrue that no
one was ever asked to move when buildings con-
verted, It is untrue. The New Jersey Fair
Eviction Law was the best kept secret in Aélantic

City until the hearing the New Jersey Federationm

‘held there on August the 4th, We tenants are

not as uneducated as we use to be,

The number of residential apartments
being c¢onverted to condominiums is escalating
at an alarming rate. It is impossgible for a
senior ditizen to purchgae their converted
apartment. When they are forced to move, they
are put under great stress.

Moving for the elderly is physically
taxing and‘axpansiva. ‘w@ have lost 12 aenior#
in the last month in the Bally Warwick. While
death can be attributed to many causes, I am
cartain that the'atress caused by‘their apartment‘'s
condn conversion was' a very important factor.

We are arocused, Please be aware that

even if we are allowed to stay inm our buildings

if the new legislative bill goes through éllowing

senior citizens 25 years or a lifetime to stay in
their apartments, thé rent lncreases will force

us out. Somehow the rent increases must be




19 |

21 |

22 |

ited to enable: us to meet the cost of Li:

wiidieh e quite hdigh.

I believe that if the senior citizens

d have been allowed to stay where they
@ﬁﬁ@ﬁﬁ&ﬁﬁy lived or if affordable housing were

& happy relationship would have been made by the
é&éﬂm@.ﬁﬁ&u@ﬁry ari¢ senior citizens.

The senior citizens living here in the
State of New Jersey put their faith in New Jersey
by voting for the casinos when promises were made
to help the senior citizens, The senior citizens
contribute financially and otherwise to the
césinos.,

Thank you, Governor, for the oppertunity
to be heard. |

GOVERNOR BYRNF : Thank you, Mies Karr,

We are gbing to aéj@nrn now £9;vlun@h
and we will resume after lunch,

I sdmit that I have some important
méétihgs myself here in the office this afternoon.
I will come back if those meetings end early,

I think I have learned s great deal this morning
from all of yeu, end we have had an opportunity

to discuvse the situation and its broad materials.
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We have also had the opportunity to discuss
something that kears a very specific bill and
hear sdme observations wiéh respect to it.
| I have had the:opportunity, also, during
the short bkreak to‘talk iﬁformally t¢c some people

such ag Toni KRatz from my hometown in West Orange.

‘I think it was a wise decision for me to have

this opportunity to talk to so many of you.

My staff‘will be back after lunch
even assuming that I'm not here, By the way,
Senatof Bradley is coming up and will be with
me for a little while at another meeting .

Se I want to thank all of you who have
come and who have participated and who have made

presentations. The presentations whiéh have

‘been submitted in writing will also be read and

any of you who want to write additional comments
as a result cof what you've learned from this
hearing I will welcome that,

So we will adjourn now for lunch,

MR, C’HERN& We will resume at 2 p.m,

(Pt this time a lunch break was taken

Cand resumed ag follows.)

MR. O'HERN: Ladies and gentlemen,

Senator BLll Bradley.b
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wawéak BRADLEY: I im®t wam£t@"@©
stop in and say hello. %hea@nveinbr toiﬁ‘ma
he's corming back.

I'm not certain why evaryane is here,
and I just wanted to come in and say hello.
I appreciate your interest in these matters.
I understand it has to do with housing, and
I hope it turhﬂ out the way youw want it to turn
out. |

MR, O'HERN: = Ladies and §untleméhv
our first afternoon witness will be Katherine
Cramer. |

we will assure you that the record
of these remarks will be transcribed and will
bevfurnished to the Governor so that he will
know what you have said. It will be considered
by him as part of the record.

Mre. Cramer.

MRS . CRAMFR: My name is Ratherine
Cramer, and I am presidéﬁt of the 5000 Boardwalk
Tenant Association and legislature chairperson
for the New Jersey Tenant Association from the
second district,

I would like to thank the members of

the conference that remain and also Governor Byrhe
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for calling this conference, although he wasn't
here to heaxr what the aftarnoon session had to
say . I would like to thank him for the oppor-
tunity to testify at this most timely and important
hearing on condominium conversions, the elderly,
and the housing shortage.

First, I must congratulate the New Jersey
legislators for the present law protecting the
New Jéreey tenants fromvevictiona after a building
has been converted. The "Sold as is" clause as
long as the defects are listed shéula have been
eliminated an@ forced to make the repairs before
the conversions were permiited on any propertf.

Condo conversions do not help the housing
shoftageo It cregtes greater shortages, but
new condos are the answer.

Iin 1976 when the casino referendum
passed, our legislators stated that each casino
would create 3300 new jobs and they expected 28
casinoes totaling 86,000 new jobs. Where were
they planning to house these additional people?

A moratorium on conversions should have
been paszed immediataly, if the best interest of
ne pveople were at heart, to better understand

how to meet this anticipated crisis. It didn‘'t
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potential.
Many of the elderly have been relocated
due to conversions, which means that they have
been moved three times within two years.  Recently
the Ritz Apartments was sold for a casino.  Those
people were moved into our bulilding. They were

paying $275 a month rent for a one-~hedroom apart-

‘ment oceanfront, They were placed by convenient

manipulation in our building in units for single
people at $540 per month and then faced with a
20 percent increase for the last three Yyears,

Can fou imagine your mother or you at
the age of 80 and 85 taken from a beautiful apart-
ment of $275 and placed in an efficiency for double
that and then face a one hundred some-odd dollar

increase for svery vear for three years in a row?

By 1982, her rent will be doubled to $1,080 a

month., This is what casinos did for that poor

woman's vote, How many more times will she have

to move because now the building she is in now

~has been converted and she cannot afford the

rent she is payinog,

In fact, we are paying our increases in

- esgrow because we have two suits in thes court at

~ present, She ¢called me just the other day in
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tears saying I can't pay my increase, but fors
tunately there are some éaépié who are willing
to meet her increase where the court says that
theé escrow money will be turhed over ko the proper
pecple.

In all fairness to the majority of
pecple of the State of New Jersey, Bill A-1032

should be taken out of the committee at once and

passed so that no more conversions can add to

the now critical housing shortage. Bill A=2286
will provide a limited protection to thé remaining
tental housing stock while still permitting par=
tial conversions without the prospect of massiveé
ténant displacement.

In Atlantie County, every major building
has been ¢onverted but one, including many of theé
subgtandard, 80 and 90 years old "Bold as is."
Would you like to pay $150,000 for & onesbedresm
apartment in a substandard property?

in the 5000, t have & one bediusH oA
the sixtesnth floor. My apartment sells for
$168,500. I can afford i, but I will Aot be
ripped off. I have worked hard for éﬁf foney ;

saved it, and I'm going t6 live comfortably.

Many 6f the people of the State of New Jersey
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have moved to Florida where you‘can get a two-

bedroom apartment for under $100,000,  The state

"is losing voters because the people who are buying

vproperties'in theée‘conversicn buildings are people

who are only here for the weekend and this is‘their
seconé or Ehird home.  They stand to make a con-
éiderable amount of money 1f they sell their property
at 5000 Boardwalk. | |

I urge youbto pass both ofbthese bills,
It is your duty to decide which is more imporﬁant,
the vote of the senior citizens or the_dbllar of
the speculators,.

Finally, longwterm fesidents face
serious_psychological and social deprivation
whien they are>confronted with the prospect of
having to leave the neighborhood and community

they have long called "home."

In the seashore area of Atlantic County,
65 percent of the rental units have either been
converted or demolished to make room for casinos

and parking lots., Prior to casino referendum,

‘Atlantic City had 80 acres of urban renewsal. For

20 years, we lost the tames on that., Today a

casino holds it fer $400,000 not paying taxes on

it.
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%o ‘add insult to injury, we
ancther 200 acres of barren land held by specu-
lators, and the majority of ther are delinguent
in their taxes,

| mhe vental crisis should be treated

8% you would a national catastrophe such a% a

It is urgent that we all fight for
Bill A-2286 and let's pray that Assemblyman Baer
gets the support from the assembly and the Senateé
for the passage of that bill, which will mean
Hore liveé,‘mOfé years, and more confidence and
happiness to the people of New Jerseéy.

Thank you for giving me this opportunity
to spsaak.

MR. O'HERN: T have a coupls of qusstions)
Mrs. Cramer. |

First, I am sofry you dldn't get out
Before two. I know you had a commitiment o get
Baék t6 the city. |

Tell mé where 5000 Boardwalk is.

MRS . CRAMER: 5000 Boardwalk is two
blocks southside of Atlantic City. |

I would 1iké toc state another compariscn

sbotit How the realtors are manipulating and préying
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on the caﬁiho industry for unconscionable profits,
The Vassar Arms is a beauéiful building just two
years older than the 5000 ané just two blocks
away . Thé Vassay Arms is at 4800, They solé
8ix months prior to the 5000 for $75,000 for a
beautiful one-bedroom apartment and under $200,000
for a two-bedroom, 'An@ here we get these Penn-~
sylvania attorneys coming in forming an organization
calied Atlantic Oakland bacaﬁse our building is
on Atlantle and Oakland and charging $158,500 for

a one-bedroom and $250,000 to $300,000 for a two-

ﬂ‘bedroom, That is unconscionable and ruthless,

MR, O'HERN: Okay. You said that
every apartment hoﬁae, I.think you said‘with the
exceptione -~

MRS, CRAMER: Every building, and I
would like to take vou and the Governor on a tour
of Atlantic County to see other areas from Longport
to Brigantine,

MFP., O'HERN: Everyone with tée @xc@ption

of either publicly owned or publicly managed

housing has been converted with the exception,

you ﬁaid, of one?
MRE. CRAMER: Yes ,- that is right.

Furthermore, the rumors are, that is




18 ||

191

P R

inging dramxtic shogk ‘to ‘the people of

gy, that all the subsidized housing will ‘be

eventually be mold mmﬁﬂmh@y'miﬂﬂ*hﬁﬁﬁfﬁﬁ@%
The wumors are that the casinos are ‘going to buy
these properties,

‘Now, ‘there is one property that 18 purs

chased by the .casino. In fact, two propetrties’

the Bally Warwick and the Mayfair.

Now., ﬁ@’ﬁiﬂﬁ&%ﬂ‘ﬂ&m Lordi when
first casino was built and @&@kh&‘@ was ¥
to open. We told him we weren't affected theén;
but we could se@’th@ handwriting on the wall,

We organized and we asked what the ¢asind com=
migéi@n was going to &o to make preparations in
protecting the voters that voted for casinoe gaming.
something before anymore casinoc licehses wérs
iﬁﬁu@dh Now we have three fore casines ready

to open. Where are those péople g@iﬁ@ £6 go7

Land is vacant. There's over 260 asres

of wasteland in the most beautiful ares of Atlantic
City and not developed because &f manipulative

realtors and ouf-of-staté speculators .

MR, O'HFRN: ALY right,  THank ye

I juet wanted to say one thing ab
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Atlantic City, which does appear to be a separate
situation.  The Governor has endorsed what we |
call the *Atlantic Regional Commission Bill."
There's a lot of guestion about whether it is
too much government, but the point is he is con-
cerned, as our cabinet officers, about the con-v
dition of housing in Atlantic City. I hope

the legislature can sense some of the human
problems which are facing the people down there.

MRS, CRAMER: If you would send a
committee down, I'd be happy‘to spend a day with
you and show you the true c@nditionsﬁ' Itve
lived there all my life.

MR, O'HERN: Thank you.

MRS, CRAMER: I owe Rtlantic City a
great deal because when I came to Atlantic City,
I was given less than a yvear to live. ‘I wasg
five vears old. I have been worked, been eduy~
cated, and lived th@xe and I hope to spend the
rest of my life thexre, if I can, I feel sorry
for the people that live there and I fa@ivaorry
for the city itself because of the administration.
X agré@ with the Goverhor and I believe the
Governor knows that I was prasideﬁt of TEARS,

I had quite a few confrontations with him on the
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tax problem and the opeérations of the city.

MR, *O'HERN:  Okay.

MRS, CRAMER: I'd i1ike to ask the
peopie who are here with my bus to please leave
with me,

Thank youw again,

MR, O'HERN: Thank you.

Richard Toch.

MR, TOCH: My name is Righard Toech.

st&bility in housing is a great conéérn
to senior adults in New Jersey. Older adults
ocoupy apartments where they can no longer fiaintain
homes. Choxes such as shoveling snow, paying
to heat whole houses when only two or three
rooms af@ utilized, isclation and lonelineéss in
single dwellings are but a few reasons why older
persons prefer apartment living.

Moving is s6 streseful o the elderly

that many remain in substandard apartmeénts,

altaernatives., Lack of adequate subsidized and
the ineligibility of many senliors to qualify
further exacerbate the condition.

The problem is particularly dire in

Mew Jersey because of its large numbers of
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retired persons. Social Security statistics

in this state reveal the number of senior citizens
has increased by eleven anéd & half percent in the
past five years to a total of 1,225,800 persons.
According to available data, from the Bureau of
Rental Assistance, asbof Juh@, 1980, there were
664,294 apartment upits in multiple dwellings
containing three or more units,

Further information, provided by the
office of the ombudsman for the institutionaligzed
eldeily tells us that there are approximately
QS,OOO‘persons residing in long~term care
facilities such as homes’fof the aged, nursing and
boarding homes in the state. Simple arithmetic
indicates a terrible apartment shortage. In
fact, there are 1,7 senior citizana for each
existing apartment unit, By choice most older
persong prefer living alone. Young married
couplag, single~parent families, families unable

to afford down payments foy homes, single adults

and couples whose children have left home are

alsce competing for the existing rental units.
Conversion of existing apartments iato
condominiums has distressed many person, but it

is especially threatening to senior citizens.




1| mhey fear depleting their capital which they
%| peed im order to maintain their existent standard
3 of living, Thi g coupled with exorbitant main-

ble

nee fees and taxation has placed rep

<Gn

inﬁ‘ be:x’gnd most persons reach.

Banks and other lending institutions

| have a legitimate concern that senior citizens

ing condominium mortgages will be un:

sustain their copmitments and are therefore

1071 reluctant to provide needed funds to them,

The purpose of Assembly Bill A-2286 is to giy

1
21 senior citizens a sense of permanence.
Governor Byrne, we must have a place to

141 1ive, We must have security, especially at our

.

15| age, We are not rich, We are not poor, We
161l have our pride and we need your help. As our
7] Gevernor, you have the power to see that we can

81 live in our apartments for the rest of our

1] EBelp us keep our hopes, %
21 || MR. O'HERN: Incidentally, something

22 that struck me during the testimony ias that no

23|  one here is really asking for financial ¢

24|  the government. ‘They are re:

y asking for

|  semething else.

Rty
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Next is Evelyn Frank, president of the
Senlor Citizens Council of Union County,r

| MRS . FRANK: Good afternoon, Commis-
sloner, I'm very pleased to be able to'par-
ticipate in:this hearing today.

My name is Evelyn Frank. I am presi-
dent and director of the Seniorrcitizens Council
of Union County. I serve as chairman of the
Governor's Technical Committee on Living Arrange-
ments in preparation for the White House Con~
ference on Aging in November, 1981, I am also
vice»piesiﬂent of the HousingkCorporationﬁ in
Union Township.

The incoming calls to my Council office
for apartments throughout the county prove without
a doubt that there is a shortage of living arrange-
ments, particularly ap&rtments.: I serve on the
Tenancy Committee of the Housing Corperation,
and by the ﬁime Unit 2, which i8 our second
housing in Union Township, was ready to opéen
its doors, there was a waiting iiat of 2,000
applying for 235 apartments.

Statistics from "A Community Guide:
Hmuminq Mew Jersey's Eldérly" states “nearly

two-thirds of New Jersey's older population




#are homeswners; nearly onesthira are

i four percent are in institutions.”

sy Tenants Or

3 The Hew Je:

Al states: “The nunber of residential apartwents

5|  beiny converted to eondominiume is escala

at an alarming rate throughsut New Jerssy. TIh

Tl 1899, the number of converslens totalled &p
imately 5,000 and were limited to & Féw com=

9§1 myhities within the state. In the first n

8 of 1980, 9,000 units have béen &

G55 2

11| in more than 50 cemmunities, ap more than 300

ke

percent over the first fiine months of 19797

We cannet make a geénaralization on why

condomindun sonversions diseriminaste aga

senior cltigens.

E 1979 HUD study sHowed that fie

convérted could not afférd €6 p

55

Some tenants could Handlé theé finaneidl

te on fixed ineomes

nio¢ be able to buy & eonde. It wighe be

ifivestnent £6F YOUHG pESHPIE;:
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interest, maintenance fees, and taxes would double
their shelter costs. Many tenants who have

some assets need these assets to produce addi-

‘tional income to pay their current rent and. to

buy food, If they took their assets and bought

the condo, how could they live on only their

socialvsedurity?

" What about those on fixed income and
very little in assets? They are unable to‘coméate
for housing in.the open market. I ashould not
make the last statement. = I mﬁst say what market?
Wﬂere are the vacant apartments? Extending the
time period to mdvé out to three and a half years,
five years, or ten years is meaningless, We éee
no change in the future that will créate-empty
apartments,

We cannot generalize on the problers

that face each senior citizen residing in apart-

‘ments up for condominium conversion,

Crises for the elderly takes many forms,

Some tenants could handle both the financial ang

‘emotional aspects. Then there is the financially

able older person who could not deal with the
transaction emotionally. 2 transaction of this

kind looms up as an unknow: nightmare to them;
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it becores too; much for them to comprehend the
how and why. Whﬁﬁ-@n@ﬁm@ﬁis'%ﬁ?ﬁﬁ%ﬁngs-@ow%%
unbalance them mertally and cause a state of
confusion and depression.

I just heard today that in Epringfield
where they are converting, they did lose one of

their tenants. She had 2 stroke and just p

S

away . £o it does happen.

I have np other statistics available
on case histories of the elderly who suffered
an irrevergible loss of irtellectual capacity
and a geaneral QQ@Q&%@?@@@@B of mental functions

because of a condo conversion. But I do know

this happened.

Lagt year our couneil began to hold
workshops te examine and explore the medical
and leyal aspects of sepility, It was then
brought to eur attention that, ir rany cases,
meking an elderly person change their enyiron-
ment will ceuse confusion and senility., It is
a krown fact that elder persons geing into the
hospital or mursing howe become dispriented
until they return home. One way for g%éggéyl
to cope with everyday living 48 to avoid chance,

At a time in history when we are preparin
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- for thé 19&lehiteiHouse Conference on Aging and

recommendations will be coming in with concern
for the élderly, recommendations for protective
services, home supportive services, continuum.éf
care, et catéra, we are facing the mostvnegativa
situation to coﬁfront our elderly.

Elderly people are less mobile and

'less apt to make changes.  Ninety percent do

not meve after the age of 65. They think of
their dweliing unit as their home, their private‘k
place, and not as transient housing. | |
Housing for thé elderly should be coné
sidered not just‘as an address, Advocates fo£
the elderly'have been hoving forward to examine
the prbblams in housing facing the elderly todayQ

Wé recognize the need for protective services,

' the need for supportive services, the need to

“help them maintain their independence and to

help them function where they now reside.,

Then we look at the deleterious situ-
ation that arises when they are notified that
their apartment, their home sweet home is being

taken away from them. The seriousness of this

~situation cannot be stated strongly enough.

Their independence is threatened; insecurity
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ﬁahﬂlitat@gnth@iﬁ mental state; their nai@hbémh@é& :
and @emm@nitxwia taken away from them, This
could be a community whgr@vﬁhay ha&e'riva@ all
or most of their lives,

Tha“alﬁarly wha,da,net have ﬁh& inner
strength to cope with the mave from their familiar
surroundings may suffer irreversible senility
conditions.

We must consider some solutiens to this
problem, We must speak out aﬁ behalf of a group
that is being discriminated against because of
thelr age.

The f@d@:@l goveynment has & re@paua3
sibility to increase the nation's housing stock.
In this upcoming White House Conference on RAging,
we will seek some solution to create more housing,
to produce more rent aa&i@ﬁanc@ in é&i@tim@ h@uw&mg&;
and to give assistance to those ten&nﬁ&.@hﬁ might |
wigh finangial mssﬁ&t&ncqiﬁa buy their apartment,

The state government has a respongibility
to gtot&cﬁ its elderly from the cruel future
facing them as @@n@@mimium‘c@mvaﬁﬁiqn& continue,

| The Assembly &glx.anzz&s e@aﬁ&iﬂ@
solutions that might &&l@vi&t&<&hé gmé@&%m.

The one point in thiﬁ.hili»M$ particularly wish
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to point out is that senior citizens ¢oulé remain
as tenants, but p#obably with an increase iﬁ rent;

 The s@nibr citizen renter I have spoken
to’has naver deniad‘that'the landlora is*entitled
to an increase when he proves a hardship. Maﬁy
1ahdlords, where there is a rent leveling baard,
do not wish to bea botheraed with prebeﬁtinq their
books to receive an increase.

Tha.stat@ qovernment has an obligation
to make haste to give aséistance to renters as
stﬁtéd in thé New Jersey law using casino monies .

I am not a tenant, buﬁ,létvtoday's
hearing_m&ve swiftly to give hope and courage
to our elderly tenént. Let positive attitudes
come from our state Ahd remove any doubt the
eiaerly may have that qoﬁerﬁmentnéoes’not care,

Thank you,

MR, O'HERN: Thank you, Mrs. Frank.

Just tell me a litt1@ bit‘ahoutHnion{
C§un£y. Where are the conversions Oecurrimqvin
Union County?

MRS , FRANR: ‘The one I know aheut is

in Springfield, Troy Village, and I have somebody

‘with me--—

MR, O'HERN: Flaces like Elizabeth,
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what's happening there?

‘MRS . FRANK? i'havén'%'h%ara'a% %%3' .
movement like that in Elizabeth. 1 know that
%h@ka is federal hOuminﬁ in Elizabeth.

MR. O'HERN: Would it be fair to &by
that those would be the two principal places
where tenant housing is located in Union County?
No?

MRS. FRANK: There are houslhg com=
plexities throughout the county. Cranford
has some housing. I think many of thém have

many units. Elizabeth is more urban whereas

. the others would bé suburban,

MR, O’Hﬂﬁﬂs A1l right. .Tﬁ&ﬁﬁ o

Next is Dr. Philip Ginsberg, Pace
University.

DR. GINSBERG: fhank you, sif.

My nawie & Philip Ginsbérg. 1'w

J @\r SEY o

I'm on the faculty of Pace University,

Graduate Sehool of Business. i beuch & coiEsE
i‘-»ﬂ’ PUb li@ fin ﬂnﬁ& ° F@r fi Ve yaa: 3’3 T ﬁaugh.‘t
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tﬁeory finance at the Graduate School of Manage-~-
ment at NOrthwestern University.

I've also consulted #t private organ~
izations,~belgnged to the-Natibnal Science‘Founda-

tion where we did a study on petroleum activity

“at the Delaware aatuary. I've been consultant

for Erincefon University and currently with the
Internal Revenue Service.
MR. O'HERN: You should be down in

the other room with,the‘ccvernor who is presenting

his budget to the press now,

DR. GINSBERG: The préblem is to
provide’adeQuate:hausinq‘in all of its myriad
of foxﬁs,‘; In trying talsolve ihis p;oblem:
there are two major groups and some of themvﬁave
spoken here tbday& individualfproperty‘owners
and}tanants. | |

Often 2 man or woman in the street say

‘a landlord is a fat man with a passion for cutting

off heat and perpetuity for stealing bread from
the mouths of tenants.
To the real estate industty, a landlorxd

is 2 noble hero who takes upon his shoulders the

‘burden of hmﬂsing our citizenry and does so with

little financiel reward,
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' Bs for the tenants, he is either a
spoiled free ricder who wants everything fof a
pit, or to rent organizations he is an individual

who must fight for adequate living guarters im a

battle that makes the landlord ever richer at

his expense.

Persornally, that kind of behavior might
be called vulgar for eny of its sophisticsted
vexsions is not the point of fy discussions €eday;
however, the following areas need to be addressed
in any diseussion of the issues &h&ﬁ‘aﬁélﬁéﬁéfé
the assembly. I would like to €alk about the
following issues and areas: the ﬁaﬁ&ﬁidﬁ'ﬁﬁ&
revenne sourcés, the current &n&,ﬁﬁ@éﬁééﬁiv@
financial climate and efficient coﬁéépt'dﬁ
regulation, &Lﬁeﬁﬁa&ﬁvéé-fof'génidﬁ eitizens,
rights Qﬁ.ﬁrbgéééﬁ£v§“6Wﬁéﬁ§r Eﬁgﬁﬁg of the
next generation of senicr eitidens, éﬁﬁibﬁdg
perty rights of Both tenants and landlord.

kﬁeﬁ us Yook at some: tax idsues.
Currently $3.7 billion i& raised by munieis
pality and property taxes in the State of
New Jersey; six p'e,fzd“-'ésnfi- £ which-=approximately
&zaﬁ'miliibﬁ—-i@affaw;tﬁé{&p&wtﬁéﬁﬁ'gé@@@ﬁt

The total property in the Stats of New Jersey
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MR, O'HERN: Yoﬁ mean billions, don't
you? You said millions? ”

| _Dﬁ. GINSBFRG: There is six percent

coming from the apartment sector.

MR, O'HERM:  Oh, 511 right.

DR, GINSBERG: About 65 percent from
residential.

'MR. G'HERN: All right.

DR, GINSBERG: "Tha assessed value of

“real property in New Jersey is aPproximatelY‘

$100 billion. Eence, we have approximately

§6 billion of assessed property in the apartment
sectox. |

It turns out when we look at history,

'apartmeht valuaé naearly have not kept pacé with
,the residential sector.b What is somewhat
‘stranga about that is that apartment houses
and‘the services they furnish are relatively
fuel eificient. We all know there is a great
¢epand forvthﬁse properties. Fence, values
mhculd.iucreaae’and not decrease. With this
fact, it pubs a hidden burden on municipalities.
Cre of the regsons for this, of course, rent

~control.

165 |
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Tﬁé%ﬁwa issues 5f r@ntvcwﬁtrbifhna'
festrictions 6n property and riqhts are, unfor=
ﬁﬁﬁatéiy; intertwined. raxskion is based or
value and also altérnatively ssles of property.
What is being addressed here is to ask for more
extreme restrictions on the rioht of a property
owher. The question that must be addressed 18
if the value does net come from the income stream
6f these propérties and it is not in todey's
eiivironmént, then where would the value come
feom if, in fact, the péﬁeﬁﬁial.fﬁr making a
return 48 also restrictive because who would
want to purchase a property for a priee that
canfiot bs substsntiated by present income but
mkybe future fncome?  Thén value would be
further detériorated.

What we liavé @i@@@n%iy is a situation
ﬁﬁé£é~ﬁﬁﬁy p&ﬁﬁéiﬁy‘@Whéﬁﬁ.éi@»ﬁfbﬁiﬁiﬁg'iﬁﬁ
diregt subsdidy %6»%&& renters, I know this
may bé hard to believe, however, facts bear
this out espectally under rent contrel. Cor-

rently mahy property owners have fuel eosts

areé are exceeding twenty percent of their

- gross revenues. This kind of situation makes

1t extremely difficult to keep property in its
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useful use as a rental sarv@ce.

What we have is a specter of bankruptcy
in the hAusing sector, especially the rental
hoﬁsing’sector, Fven if we have only one‘pércent
bankruptey rate, this will destroy $60 million
of ratables. At a five percent rate, $300
millicn‘wil# be lost, :Namely; i do not ﬁelieve

that local governments should neither become

' real estate operators nor suffer revenue losses.

To further restrict the property rights
will further put a restriction on the ability of
local wmunicipalities to raise ravenhes. - The
overspill, overeffect, méy be that homeowners
may nét like to pick up ihis burden,

Let us look at the next area; namely,

prospectus from the present financial climate.

We all know that each réal aestate is purchased‘r

‘with borrowed capital. Many of the apartrent

houses have been purchased in the past with
borrowed capital. Tt is also true that the

nature of financing arrangements with respect

to investment properties is not exactly similar

tobthat of the homeowner. Mot only that, the

poor homeowner today, the current new homeowner,

will not be able to finance his real estate
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25 he has in the past, The days ©Ff

rate mwortgsae: are gone.

Elorde within tha mart saveyal

& Will W Facing refinkncinc of thelr

rant climate where they will not

Hahce with ¥ixed rhte nortgaves, tha f

g ) \ , | é
. 7 : Fdn 1 e e ig e g PR Y PR P R R A A T b '{

: ecter ‘of ‘elthar drastic rent inecrease’ ‘or bank- :
9]

Yuptey Will Whswe.

Tn ‘the pravent ~1imate and iFf 'wa valk

ALi1ity to have some king of sonversich,

t We m186 willl swe s whet peeple will atvest

a

N~ = ¥ D

‘thiat ‘many banks Wwill et want e Finanse ‘con-

Vet
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to try ané maintain our Climaté and eguipment,

No bne wants to see property deteriorate;
neither the landlord nor the tenant. When we
talk of some kind of efficient concept of requ-
lation~~ B | |

MR, O'HERN: Two minutes,

DR. GINSBERG: Typlcally based upon

some idea of service of fair rate of return,

~under rent control and further restrictions,

fair rates in return are not being made. To

guarantee service is what requlations are typically
all about.

Here we are asking a landlord or a

. property owner with no monopolybrights granted

or applied to provide serviée and not provide
a fair rate of return. lThis would not haﬁpan
to‘the’fairbsector,vwhich is also of a gieat
necessity of life. We all have to eat just
as we all need a roof over our heads.

Furtharmore, the tender of the times

is deregulation, not more. We have to free

the sleeping giant which is in the walls of

"~ the American citizenry and the capitalists

sector to produce more and not restrict less,

Let's talk.about'abme alternatives
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It destroys zavings and penzlonsg,

for ssnicor ~itlzens.

TE, LOTH & ?Sx FaN LS S! . ‘Ehﬁx@ SRR

pextiaps, Irsginstive tax oredits osy

-t

&

the ssnioy citizens to prowide them

v¢ housing which, pexhaps, can be

When we talk about the ri

and alsao future owners, people who may want to
purchase copdominiums will not be allowed o
}

pPurchase them, ¥e alse must considar t

futurs genevation of senior citizens who will
reguize mors rental housing.

et me concluds then, ¥hat is uwnfor-

ate is that vhat may have given imp

st legisiation is the mopster of infla

wealth and coupled with rent

¢inangial burdens to be borne by those providing

productive assets., Tt turps allles of 1

and tenapts into enemlas,

Unfortunately, paspage of some

legisiation considering weuld only force 7
cipalties, protective aparytment purchasers,

gonants whe want choleces, the labor foree in the
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publie sexvice and landlords té Ee further
crucifiad apon tha.afoss’of inflation.
Thankvyou;
MEQ OYEERN: Thank you.

Next iz Josl Seidén.

ME ., STIDEN: First, my name is Joel
Seiden. I am an iuvestment real estate broker
with the firm of Gebreo-Rammer. %e specialize

in the #al@ df apartment houses both to‘investera
and to @on@ominium converters, I aléo»have been
& tenant in the Statﬁ‘@f.ﬁew Jeyrsey for approxi-
mately fivé years,

I would like ﬁo think because I have
both araas QLmn to me and the eyposure to tenants

as well as invastors and converters that I'm

wutual. T guc:s everybody thinks I am objective.

T bezievekthat‘the conversion market
creatas ths only affordable housing for many
young people like wmysell tolav. I»have recently
had the good foriune to be a part of a conversion,
which took place in Fort Lee, I would not pur-
pori Lo gey that I ar elderly or that I aw on &
fixed ingeue, However, I'ﬁo ret think that I

should be Ji:o. {rinated 2gainst either,

1 think there ara many people llke me
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In summafy, what it did for me is
create an opportﬁnity tb make a niée profit_
and reinvest the proceeds tax free with the
opportunity of going intc a honme,.

Now, without speaking as a tenant,

in my connections in my bﬁsiness with the

exposure to investment-afianted people, I think
that in the State of'New’Jersey where you have
many convefsions taking place, rent control is

é factor, particularly the éwnars rent control
ordinances which exist in many towns. ‘Primarily,

the increase of fuel and other expenses have taken

~a property.

For example, a 50~-family building which
may have been using 50,000 gallons in an apartment--
that's an approximate numbexuuof 0il in an older

building where just two winters aqé where fuel

‘was fifty cents a gallon today is a dollar a

gallon, That difference is §25,000 in cost to
a landlord. Thaﬁ same buildin§ which might
have an income of §150,000 in a five or six"
percent rent controlled community, which is

not urban, would have an increase in rents of

$18,000 over that same two-year period,

.~ Obviously there is a net difference of $7,000




e Y¥ou evVen assune that any othisr C¢oBts wént
up, which 18 not a falr assurptioh.

Therefore; what this 1% chvslogecard

ak to mEny Of the owhers--they want €& be
ih the vesl ebtate business. 1They are in the
réal estate business. They aré not lookiny ts

#ell. They sell a conversion, which 1% & sale:

Tk 48 still & taxable avent. They a¥e not

However, they

ieitly they say ty way out 1% o converk.

The other redson I believe thak causes

¢onversions is the interést rate narkee

We have many propertiss with mortgages ¢

1y, I ERiRk thide the government

¢ an equieabile salution. T PRiak
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‘government without overregulation would do the

" that are double the amount of the rent that you

EELITES

elderly are entitled to protection. I am not
sure that a subsidy by the landlords is the

right approach, but I am confident that the

right'things
Thank you.
MR, O'HERN: Thank you.
Harriet Kasnetz, Fort lLee, New Jersey .
You look like a landlord.
MRS . KASNFETZ: No.
First, I would like to thank all of you
for bging here today;
Fortunately, I am a former president
of a tenants’organization.‘
What is a good way to desc:ibe conversions]
Td»many, conversions is the best form of terrorism
to a tenant where a landlord can get away legally
and even be financiaily rewarded with, You mﬁst

either buy your apartment and buy monthly payments

are paying or choose not te buy and be forced

out of your aﬁartment in three vears. 0f course,
there is also'a possible extension of fivebaxtra
yéars, which you must go‘to‘court each year to

get them, And there is no gquarantee that the

P
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find another apartmeht, who'is to say that that
building won't also go to co-op and you will
be'put back where you started from.' In three
Years, you will be looking for another apartment
that doesn'i @xisf. At that rate, there is
no place to go in three &ears‘to,get there.

If you keep going on like this, the

FWOrd "tenant" and "gypsy" can be used synonymously.

- Are tenants transient like gypsies? No way.

I have lived in my apartment for nine years and
most of the tenants I know have lived in their

apartment for that amount of time and much longer.

 We have been very active and we have. taken a great

interast in our‘community without»our being owners
of real estate,.

Now all of these fine people are going
to be uprooted from their homeé so that a landlord
can make a fast profit and leave. ‘Unfortunately,
he's taking all of these people with him but not
of their own free will.  The landlord makes the

extra money, but the tenants are now going to

‘have to spend a lot of theilr money to move and

setitle into another home.  That is, if they are
fortunate enough to find one.

lMoving is very expernsive and a move can
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who ﬁuys three oy four apartments. In fact,
in my building very few tenanfs bought The
majority of the units were éold to outsglders

buying to sell fast to make a quick profit

- bacause the deals in our apartments were so bad

that the peaplg must try to get rid of the apart-
ments as soon as they close with the lahdlord. |
That's what the landlords are trying to stick

us with.' |

This also means that the tenant must
show his apartment to whoever wants.to buy it
or who is thinking mf'buying it, which hecomes
an invasion of your family's privacy as well
ag infringes ouf human xights,

The State of New Jersey a1Ways seems
td be involved Qith 9ro£ecting the humaﬁ rights
of criminals, So why should the human rights.
of tenants be ignored wﬁan the anly’cxime that
they have committed is not being able to afford
to kuy their apartmantse' In fact, the tenants
should be considered the wvictims as everything
that has ¢o do with conversion seams to be
acainst their hest inte:eéts, ihéluding.the
laws or the lack of law“‘at the present time.

“The only law that could possibly help
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ants tolerate conversion would be like asking

for 1ife tenancy, ﬁhigﬁ ik not reasonablé because
of attrition, For example, if a building with
100 tenants should convert and 75 tenants couldn'k

rd to buy, the factor of attrition woulé

epable the building tm'30nvert, perhaps, at a
slower pace, but it will be converting in a more
humane way through attrition. People will be
releeating throuch jobs; semi-retired to other
areas. Some might pass away and others wéuiﬂ
just want to move elsewhere.

| - However, at the end of three years,
you will not be left with the same 75 @@bplé.
That number will have diminished considerably
through attrition, ané those who are left, well,
they really have no place to g6. If they were
forged out in three ysars, you would literally

have pushed innocent families out into the

Isn't there a line that is drawn

between making profit and compassion for our.

hupan baings? The landlords will not lose
money because when they aré trying to sell
you their apartment, they tell vou that real

estate values will appreciste as time goes by,
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So it would be all the morae profitable for them

by the time you do leave hecause they will be

able to sell the unit at appreciate& price,
So nobody will get hurt in this circumstance.
The“lﬁndlord will still mske his money and,
most important, a family wili,not be homeless.

In conclusion, it is up to you to see
that thousands of tenants are not put out in the
streets homeless, There is nothing that We’cén
do as tenants unlass‘you give ﬁs the support and
help that we need to save our homes. I strongly
urge that you vote and put through the bill A-2286
in life teﬁancy as the bill has been introduced
to'yoﬁ. | - |

If you should forget about the thousands
of ﬁenantsbwho are depending on you when you
discussAand vote on the bill in the spring,
remember, it will be on your consciouses fer
the rest of your lives that ycu’havekput thousands
of people out of their homes}with no place to go.,
But befdre you wvote, I would like you to think |
about ycur own families, your parents, your
spbuses, and your children and say to youself,
for thé grace of God go I. |

Thank you.




‘MR, O'HERN: I have a gusstion,

4 you apply that prineiple of life tenancy

MRS, FASHEYZ:;  VWhat

less of income?

MR, O'HFRN: Let's say you h

on of a person with an incong of

$100,000, Should they be given s 1life tenancy?

MRS, KASNETE:  If they hsve beern liwinpg

in the apartrment for five ye

ooting your whole

vour doctors, your &

R

stores, you have everything in your community.

e, you have to start a2 whole
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for everybody, bﬁt I think it hurts me so much
to see what's happening especially to our senior
citizens because I feel one day, a young person
as myself, I'm going to be there. I think it's
a very traumatic thing for thqse poor souls to
have to go through at this time in 1life.

MR. O'HERN: Thank you.

Phyllis Hoffman, Fort Leé.

MR8, HOFFMAN: I'm Phyllis Hoffman.

I live in Port Lee.

vaant to thank you for inviting me
tobspeak to you today. I will try to give y#u
the true feelings‘of a tenant, not figures.

I'm not an economist or a landlord, just a tenant
housewife.

Beino senszitive to fhe human‘ﬁeeds as
you are, how would vou feel if youvor a membet
of your fdmily were caught in the thrilis of
condominium conversion? May I take the liberty
of explaining & tenant's pos;tion'to rent con=-
version .

The conversion movement is placing
straiﬁs on existing housing, | Due to the fear
and énxiety of losing my home because of a con-

version craze, I suffered a serious heart attack

183
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‘advised that all this stress can cause a fa

Bl

v.YQ@%hﬁ;ﬁ&%&,ﬁgﬁgﬁa%ﬁ%.mﬁh

After leaving the hospital, I had to

come: back to more frighteaing fear. The con-

version was: a-veality. I am a widew Livine in

an; apartment build
who: s an amputes.

Recently at my doctor's checkup, I was

who, needs me? May I ask you, where can ve go?

health only to have our bodies and spirits

profiteering landlords.

Have you ever seen a U=hs
h@@ﬂﬂ@}@‘h@ﬁﬁﬁﬁﬁ‘ ‘M%‘@$%~%@§k%ﬁ@ about tenants
who help build up their equity. We are not

talking about brick and mortar.

about flesh and blood @h%%'ig*bﬁ%ﬂ@-@@ﬁgﬁ'aﬂﬁ
Tenante should not be R%gh%@-%gggnﬁziigg;%”
éqmmed&uy;-

I am not only speaking for myself but

for the many thousands of New Jersey ei
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who are in the.same positidn #s I. |
Last but not least, our government

is fully aware of the people's mandate for

economy from‘our last election. The'pfoblem

bf rental‘conversion présents,a unique situation
wheré many thousands'ofrfamilies cangither‘live

in dignicty in thgir home surroundings without |
costing our state government one red cent or

be uprooting which may eventually directly or

"indirectlyvcause considerable large sums of mohey

in addition to the hardship created in the families
with many poseible health ramifications,.
Being made homeless in,such an increas-

‘ingly‘tight housing market would incur. Tenants

- are not looking for a handout or a sﬁbsidy of

any kind, but we do want the right t§ live in
dignity which we have riqhtfully garﬁed over
the many years of our labors. Dignity is the
mofal‘fibera necessary to keep us from becoming
a deeayiQQ'naiibn.,

I urge you to support Bill A-2286 which

 makes it possible tc keep a roof over one's head.

Shelter is a must; life demands it,

Thank you for your patience and attention.

May God bless all.
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MR, O'HERN:  Thank you.

Sond¥a Friedman .

MRS . FRIEDMAN: Commissioner LePante,

mémbers of the legislature, I'm Sondra Friedman,
private citizen,
I héve besne=
MR, O'HERN:  And I'm Dan O'Hérn., We
réally didn‘t ihﬁraauéé ourselves in the beginning.
| Qéﬁﬁiéﬁiéﬁ@%vﬁéﬁaﬁté left, and this is

“ Amy Piro. She's assistant counsel, and I'm

. counsel te the Governor.
- MRS . FRIZDMAN:  Thank you.
' I want to say I've beeh a happy apartment

1ier; happy homeowner, and I'm very sad to say
a very disenchanted condominium converter purs
¢haser. T weuld 1like to explore with this
couheil today séme of the problems that have

enhsied in my purchasing aetion in the last 16

montha.

Condoniniun offerings, whether con=

eoning big busi

veraion or new, are a b
ih the State of New Jersey. The more regulated

they are, the Wore deregulated they have become.

I%¢ like to ax Y re with this couvneil issues

cial rami-

‘ﬁﬁféﬁﬂhéﬁéﬂh&avémvé&@_}b@ﬁl-@a@eﬁa*ﬁ“
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fications fox me as & purchaser, othér éondo-
ﬁinium pﬁrchaﬁ@rs,’current tenants living in the
huilding’ﬁuringa.convéréioq, and unfbriﬁnately'
@r’fertunatély'ﬁhevspongoré of these conversions,
| I Qauid like to baqin with ﬁhe}céhdc~
miniuh docunrents, which include the offering |

rlan, master desads, prospactus, amendments to

the master deed, and state statutes regulating

‘condominiumz under the Condominium Act.  The

afaremehtioneé documentb #re'currently riddled
with amhiquities, legal jargon, and subjectivity
for the.int@fératation by aﬁtorneys, enforcement,'
agﬁncias,raﬁ& ﬁhe courts. |
Ladlies and‘qentlemeﬁ,‘pleagebcbﬁsider

what avery cohsumer understands, plain English,

We naed'lagislation w:itten in plain English.

Hmp@fuily the documents could be shorten to
explain the buyer's rights, the tenant’'s rights,

the saller's rights, default and recourse of any

‘party thraugh'a spaecific enforcement agency or

‘through the courts.

1 fael that this COuld be4an appropriate

time, but I know time is short, to identify

"mp&cific problema which have led up to looking

into these ddcument@ as a private citizen
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legislature ox legiélafionvwhich‘will idehtiff
and«eﬁforCe theAruleg f§r.both qwher,‘ténant;
and7spon$nr withoutvthé”need for litigation.
Gﬁr’caurtﬁ,are brimminq ovér‘with‘litiganta.

- I and'so otherrmembers of‘oui buiidiﬂg
are presently litigants,‘andVWekbnly purchased
within the last 16_montbs; ~ We are already
in courﬁ. |

' MR. O'HERN: On what?  Warranty

defects?

MRS. FRIEDMAN: We are in court, I

- would say, for many, mary things. If you'd

like me to identify them now, I will. If you

care to have me submit them to you in writing,

MR.fQ‘HERNz ' Well, is it the condition
of ihe premisés?“

'Mas; FRIEDMAN: The condominium docu-
menta,,forvinStanca, stated the complexionlénd |
uge of the facility. Okay. We were in tha‘
building threa months and the condominium docu-b

ments were violated by the sponsor. ~ He decided

to allow a commercial and professicnal use of

that building without consultation, without

amendments, and withﬁut meeting. . ‘We knéw.ndthing
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We went to the Department of Commur

They sent an investig:

Lng . He said, well, th

can™t do that, Whet was done?  Nothing.

t of that, we did go inte

MR, Q'HERN: What kind of bu

High-rise or garden?

MR8, FRIEDMAN: It is a high-rise

it's in Hag

That was one PI

When we first purchased at our gl

we were told we were to pay the taxes to the

sponsor ©f the corporation who weuld pay them

the 89,9 percent of the pi

tment and cost a 300 |
The sponser i

that increase. We are.
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‘fhe same rate he was before the bill.

MR, O'EERN: On his other units?

MR, FRIEDMAN: Yes. We did take it

_to the county. We appealed. We won a judgment |

_frbm the county. The city is taking us to the

state court of appeals now. That's the situation

with the tax structure.

FOperatipn and maintenhnce of the condo-.
minium by the éponsor_has been anothervéevere
problem for us. We have not yet had a :eél
board of diré#tors meeting. We don't have -
minutes of the meetings., We don't have aétiva"
committees in oﬁr building because ihe sponsor
does not deem it necessary. Doesn't feel--
MR, O'HFERN: The sponsor stillkcontrbls?
MRS. FRIEDMAN: He no longer has the

51 pefcent'interest in the building, but he is .

not working with us. He is working against

us, He has also alienated tenants who still

live in the building~-many of whom are senior

citizena--againsﬁ the owners'tellinq them that =
the ownérs‘are causing some of the problems that
exisi iﬁ the.buildinq,’

| | We coulé n§t look into the budget for

last year. We got a 21 percent budget increase.




& few of the things, and I have &

do not spell those out., When you read t

ments

N

H

MR, OVHERN:  The asa

¢hange this is the realization that there are

many unforeseen perils in condominiums

you read the bylaws.

#

private attorney and you have a closing, and

you get because there's no building invelved.

It is already there. It is in exi

in, and three months later the coms

s

on and use of the building is changed

MR, O'HERN: Yes.

at and immefiate demand for an o

s, ‘such as Consumer A
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morning's session. Even if it consisté of
consuper input, such as someone from thé
Publiec Advpcate"s office, it would be not
6nly to,investiéate 5ut to.study and use its
enforcement power in any way necessary te have
the sponsgors, the cwners, the tenants, the
municipalities, the édunty agencies, uphoid

the rules and rsculations governing condoriniums

without burden on our already overburdened courts

~with litigation,

I thank‘ybu.
MR, O'HERM: Thahk you.
'Nextlis Howa:d Koval.

(Mo response.) ‘i | | v .

MR. O'HERN: »;Lyn'ﬁurwitz.

(No respénse.)

MR, O’BEﬁN: Theodore Murnick.

Whilafyou're walking away, Mrs, Friedmﬁn;
'Irha@,an 0ld thing here, a 1907 message of the |
Gévernor to the legislature. "One of the needed
raferendﬁms-in government’is that the phraseology_
and the laﬁguage of the laws continues to obscure
and confvaéjan& should be made to bevsimplier
gsaid. "

Yes, sir.

e
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MR. MURNICK: Good afternoon. |
Myxnaméris,wﬁeadﬂfe Har“ick. o
peperty owner Qé xasidentialjgpartment complexes
iﬁ‘gu@th@réen spots of the G&r&en Staﬁe~asbﬂﬁwafkﬁ

Eagt Orange , Asbury Park, and Trenton., I, there-

whst has been happening to the housing stock in
these areas.

' The purpose of my comments today ﬁ&.ﬁa
point out the maﬁY benefits that can accrue to
urban areas and in Qargﬁ@mlar the wrbanraﬁﬁ eitﬁ&3, ;
15" condomniun Q§nvar&i°“$ are encouraged and
aided by state actien and legisiation.

While ihere,is obviéusly much debate
concerning the ggswe Qf cémdﬁmimiwm conversions,
ﬁ@g@, if not all, with the exception of Atlantic
City situation that we have heard about here

today, of the @Gﬁtviﬁy has involved quality

properties in stable and generally affluent

comRAAS . Wgtle.thajlegﬂalatur& appears to
be focusing anwﬁhe evils of conversions and can
and probably Will,ﬁgce,fﬁrthar'raatxicﬁiﬁnsion
tlie conversion of what are essentially high rent
luxury &paztments,.litﬁla,'if &HXthiHQ1.5&s bes.

-

said about the very real benefits that can result
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- from condominium conversions in urban areas.

The Governor's press release announcing
this hearing, however, coriectly referred to the
benefits of prayexty being upgréded, housing preF .
served, tax révenuesvinéreaséé, and the potential
for conversions to aié in.tﬁe "back to the citf”
movement,

- I am here today to urge this commiﬁtee

to recognize that condominium conversions in

urban aid cities will be beneficial and can

yesult in atemming the tide of decline that

billimns of dollars of state and federal monies
hgve.b@ﬁn unébl@ to do. with a great d§31 of
anéoufagement and incentives, but with very
little pub}ic money; a brogram of condominium
eOnvmrﬂiQna’in the urban aid‘citiés éan and will
result in the upgrading of propérty, the pre-
aervation‘of a declining housing stock, a

reduction in urban abandonment and blighﬁ, and

" the maintenancé and possible increase of property

tax revenues-—~to say nothing of the vast side
effect of thé#@ areas. Whether or not addi-
tional r&atmicti@ns are placed on certain types
df luxury condominium conversions is not my

concern, although I am acgainst any such restrictions




My concern is to urge the Governor and the legis-

Tature to zake akl.n@m&&&nxz«&tap& to encourage
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condominium conversions in urh&ﬂ,&#@ araas in
this state.

I am sure you arve all aware of what
has heen happening to the housing stock in most
urban areas of the state.  Solid, well con-
structed buildings are being abandoned and
d@$trmyed‘at a rate two or three t%m@ﬂ‘ﬁﬁﬁgéﬁ.
than new subsidized housing unita can be con~

structed, For all practical purposes, there

is and has bean no privately owned free enter-

prise new éonstsﬂétion;in these areas during
the past decade,

The geﬁgl# has been a substantial
decline in avallable housing, 2 decline irn the
maintenance of remaining houwsing, a decline in
tax &@vmnuéa, and an @Mﬁ%&il‘ﬂeﬂliﬂg-%§ @h$
guality and ﬂhakaetgr of urban &xgaﬁ}

For example, in 1870, the City of
Newark ‘had i,ﬁﬁa:mggﬂ a@@rtmgﬂ¢;g&%@&%m0:§§
on the books with a tarable valvation of
$165, 319,400, However, by 1880 the number
‘Of assessments iﬁ,ﬁhﬂg»ﬂaﬁﬂﬂﬁﬁ¥‘ﬁ&ﬁ-ﬁ%@ﬁﬂ@@

o 1,921 for a decrease .of 44 percent with a
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valuation of $108,822,900 or a decrease of 34

percent ., I might pcint'out that during this

same period, the tax-exenpt valuat&on in the
city exploded from $651,718, 600 to $1 461,983,800
or approximately 124 percent. o

| WeJare ocbviously losing housine in
urban areasyénd the tax revenues fromw thése
properties., In additian and just aS'important,
we are losing tha_middle class and everything
they bring té'the areas in which thé? reside.
Do you believe for one_minuﬁe that there wéuid
have been thé wholesale abandbnment of solid
viable buildings in urhén aress if the peocple
who 1ived in these buildings werse condaminiuﬁ
owneis‘rather'than‘tanants? If you believe

the answer to this question is no, as I strongly

| do, you can begin to realize why condominiums

“in urban areas would be a good thing and should

be encouraged. Middle-class homeowners usually

cannot and do not run from urban blight and

problems. They try to fight back as best as

they can. Tenants do not. Homeowners would

have a strong ally in a stable condominium
neighbor as opposed to transient apavtment

- tenants who run at the first sign of problemws,
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If condowminium ¢enversions in urban

ild pravent abandonment, wouldn't it
be benefisial?  If eondeminium conversions
eould &éﬁﬁiiiﬁa»tﬁé tak base in thelt urban
areas, wouldn't it bhe benefieisl? 1If condo-
miniuh ¢6nversiohs could attradt and buils a
midale elass in urban areas, wouldn't it be
bensfieial?

The cyniss and tenant assoclation
léadars will éh@i@ﬁ%iy aay this is just a way
for landlerd: ko unload unsalable pfnp%f%y.
This 13 a %y@i&%i %ﬁ%k@@éfééﬁ. wouldn't it
ba bhtter te have a landlord realize a return
than te have tha tenants lose their housing, as
%héy-havé'aﬁé @ﬁ%%iy"wiiiﬁv':w6ﬁian‘t it be
bétter t® have & Yandlord make a profit than

to have the eity lose the tax revenues from

thede properties, as they have and surely will?

wouldh't it be better to have a land-

rd make a Profit thah ¥o drive all the middle

clhss out of urban areas, as they héve been and

4

pliaced on the systen so that the benefits derived

‘wan Fe ‘Shared By all: ‘the 1andYord, the ‘tenant },
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ané the municipality. On an overall basis,

thwe?er,-the conversion of apartment units in

urban areas would be beneficial to all and should
be abtively encouraged and aided by the State.
As a first étép, I believe the MNew

Jersey Mortgage Finance should have a.substantial

‘bond issue specifically to finance condominium

purchases in urban aid cities, Although I have

not mentioned it previously and do not have the

,timé to go into details concerning pricing of

units, I believe it is safe to say that the full
purchase price of most units in urban areas would
be 1essvthan $30,000 and for some smaller uniis

could be in the $10,000 to $15,000 range. I

dare say the apartments that I have would go for

$150,000, two hundred some-odd thousand, et
cetera.

it should be pointéd out that these

prices and my whole discussion relate to sound .

housing in d&centvareas, in decent neighborhoods,
not slum dwellings which are physically and
econnﬁically not worth saving. Since the
prices of units would be most reaéonabié on

both an actual and comparative basis, the com-

‘bination of low prices and attractive financing
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shonld act as an incentive for the purchase of

the units being offered,
In coéjmnction With‘this financing,

I believe that‘1§©i@1a&¢@m ahou1¢_ga enacted to
freeze the taxes on converted properties im
urban aid ci&i@ﬁ‘ﬁhaﬁ‘have used Mortgage Finance
Roency finangiﬂé for a period of, at least, 20
years, .ThiS‘MQMi@ act both as an incentive to
the @uxahaser agﬁ~as protection for the lender.

If the price and terms are right, I strongly

believe that cuﬁdomiﬂiﬁm*conversigns.@am act

|

ag a stimulus %§.¢he revitalization of New Jersey's
de@r@ssed'mz@an?ame&st

In order to qualify for the incentives--

MR, O'HERN: One minute.

MR. MURNICK:  In order to gualify for
thie &ncmm¢&vas‘@enmiomed.bgfp;gw there should be

& reguirement that capital improvements .or mp~
_ v ! :

Qmﬁa&ﬁg'im.am-mﬁenn&'aqumi ‘to at least 25 percent

of the latest assessed value be made to the pro-

.,@thys' Compliance with this reguirement would

be evidence ©of good faith on the part of ithe

owner and would help assure that the units

: 3‘@ le )

i
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Althou§h there iz obvious strong

opposition to condominium conversion in certain

areas, I believe that reasonable, rational, and

concerned persons will agree that the benefits
of condominium conversions in urban aid areas
with proper saféguards far outweigh any so-
called disadvantages, Remember, for the most
part the areas that I am directing my remarks
to, the chpice is not between renting'units or
condominium conversions. The choice is between |
loss of housing from abandonment or condominium
conversion,

prefuliy my remarks today will lead

to a broadening of the study of the conversion‘

"issue and a program along the lines I have

discussed will be developed. I stand ready
to provide any assistance and information you
may require;
Thank you.
MR, O'HERN: Next is Ruth Friedlander.
While she's walking up, I think there
are some polnts on which everyone agrees, although
we are sort of‘taiking passed e@ach other.
That ig, there‘’s nothina intxinsically

wrong with condominium conversion, particularly
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~of what we would describe as under utilized or

| :
éven abandbnédiprbperties, That's not an issue,

I don't think.1

Ms , friedlandmr;

MS, FRIEDLANDER: How do you do. My
name is Ruth Friedlander, and I'm a lifetime

résident of the City of Asbury Park,
!

I'm here to tell the tale of what

happened when the building in which I lived

became the fif§t building in Asbury Park to
b .

be converted to a condominium, I think it is

imp@rﬁaht that?ﬁhis_be told because it's not
just an abatra%t natter. I&'s_SOmethiﬁg that
I sawkhagpen.m§$élf and lived through and |
something thatiI think must be prevented in
the future in éthax part@'of the state and in
other e¢ities, i |
| Thejﬁuildinq had 50 units in it,

They were alwaya fully ocaupiad and they always
had a waiting list of people.

MR, @'HEEN: What building is that?

MS ., éRIE@LANDERz The building was
called 321 Sunset Avenue, Sunset Terrace Apart-
ments , It is now called Esplanade., It is

twcihlocks oceanfront across from thé lake and

202
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& nice area. It was always in good condition.

211 of the tenants were senior citizens,

" most over the age of 70, Some were over the age
‘of 80 and two who were 90, Almost evervone

‘Jived in the apartment for over ten years, many

for 20, and several for the entire 27 years that
the'building wag in existence. 21l of these
people are the kind of people who are an asset
not only to a building but to a city; the kind
of pebple who always paid their rent on time,

who never created a police call, who diédn't

. add c¢hildren to the school system, who véteda

regularly and falt a responsibility to‘partiéi-
pate in civic activity, supported the local
houses of worship and purchaséd their merchandize
wherevay they éould in local stérés because they
were elderxly and would like to buy in the local
area. |

Ndw, a lot has been said.here'about
the fact that condominium conversion will improve
the type of ecitizen that livgs in the building.
i think it would be hard to improve on this
type of parson; These people in their lifetime
were all very responsible people. Some were

professional people. Some ran very large
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businesses, T/ think whaen they were retired,
1

. they were all cénaiderad very well to do people.

\
i y S .
Byt they had begn retired for many years, and

I don'’t have to}tell yvou what happened to the

value of the dollar. @gday they are not peopls

who ask for handouts or people who want help
finannizlly or who want the government to sub-
gidize them.: ﬁowever, they are no longér

wealthy, and I %auld say that the average one
|

has ah income a% betwsen $20,000 and $25,000

|
a year., 1
3 ,
In September of '7%, a faceless cor-
1‘ .
poration came along and bought this building.

They announced %mmédiatﬁiy that the building
would be converted to condominium.  They said
|

that with thr@ﬁfyaar3 you would be evicted from

thé building ifiydu did not purchase. They

also said that %n the interim your rent would

be increased infs@verai'étages 58 percent, = In
|

addition to tha%, they were immediately téarihg

i
1

out the heating system and placing electrie
individual heating in your apartment, which

you would havée to pay for, and this would add

an additional 15 to 20 percent to the 58 percent

increass .
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They said, hoﬁevér; they would rewafd
you for beiﬁg a tenant by giving you a very
large bargain pricé if you purchased your unit,
They would give you.the enérmous discount of
five percent. We soon found out from their
édvertisements,.from their conversaﬁions with
prospective buyers, thaﬁ anybody could buy atv‘
this very rate bargain price.: From their own
figures, which they had to give us because the
law so stipulated, they showed that tﬁey’intended
tc make a $2.5 million profit on the sale of 50
units .

wa, who would ever choose to buiid a
new building if they could go in and buy an
0ld building and make this kind of profit on it?
I'm sure this is not an inducement for anyone
to invest in a new building.

The tenants also found out now that
the amount in which they lived in for, roughly,
$400 a month wouvld now cost them, if they pur-~
chased it, over $1,000 a month to live in.
This>does not ineclude the fgct that the roof,‘
the plumbing, and the elévators are 27 years old

and there has heen trouble on and off with those

"things. They have not been touched.
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heating, they created a little disturb

When they walked around on the roof

dodng. some of this rerair work to change the

When it raired, a 1°t of apartments raally got
a shower bath and they w@nt~u9§tqir%»vith'@
little hot tar and temporarily repaired it,
Now, I don't know, but I had always lived in

a private house and when I thought in terms of

a roof being replaced, vou know, I thought a

,,,,,

big building, all right, it will be $3,000,

$4,000, $5,000, But we have found out since
that it costs over $100,000 to replace a roof
on that type of building, and they are making

no move to replace that.

They are not replacing any of the

‘bathroom equipment or doing anything in the

bathrooms and tubs are beginning to peel and
crack because they are 27 years old. None
of these things last forever.

| In addition to all of these other
ralses to the tenants, they have announced
that they will no longer do any kind of painting
or decorating or anythiﬁg inside the apartment.
We f@ﬁﬁa out this inciudéd aven when they broke

your wall down and patched it up guickly with
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plast@r board or éhanged the windowsian& put
plastic bdard pieces of wall, Because the
winrdow was now a different size, this also
would not b@'pxéperiy decorated;or changed,
This was your expense.

Within‘six months of these people
having come in to convert this buildiﬁg, 25
tenants were actually harassed out of the
buildinq by unconsclionable rent increases and
the rude almaatbﬁruel manner in which they
began their xépairm. 'These were, by the way,

all cosmetic repairs, some whick we feel made

‘the building much worse than it was before,

incidentally.
But T can't in a briéf time tell you

of the terrible indignities that people suffered

during the time that they did these repairs,

They ripp@é the hesting systém out when it was
freezing cold. We had nalsnow and rain éfuring
the fOufwweek period whah thérm was no héat in
the building, and they made no provisions for
any kind of auxiliary heat until we went to the
board of health and forced them to put electric

heatvars in, which, incidentally, were very

inadequate. Thay chopped holes actually
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through the building in order teo put these
heating units in and there were large heles
actually out to the street, People walking

by in the street coul&\aae your feet and would
kia you about it the next day, and the workmen
would go home at night and leave thodge holes
open until tenants &craame& and yelled about
it, Then they would take a thin cardboard
Box and put it over this hole, If it Eaingé
dr anowed,'that'gat goaking wet and YQur_
furniture and your rugs and everything were
gsoiled, Thevy felt no responsibility te repair
any of this or take care of it, If anyone
complained, they would say, "Well, if you den't
like it, vou could move,“/

Thus, the building now is standing
one-half empty and not one tenant bought. That
would give you some idea of about what a qraéﬁ"
bargain they thought it was, I personally |
saw people who, although they were elderly,
were lively and active and alert actually
disintegrate before my eyes, One man who
was the head of one of the largest psychiatric
hogspitals in the @ni;ed Stateg in his youth

became disoriemnted and woumnd up in the hospital

20.8|
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with bleeding ulcers, Another man who was still

- active was one of the largest commercial real

©

zstate outfits in the state had a stroke and

will probakly never be able to live alone‘aggin,

‘and one of our very active woman is now in a

‘nursing home,

I can't pfove that theée things happened
as a result of these traumatic incidences, but
I th;nk it is pretty obvious that it certainly
contributed greaﬁly to it.
| I just want to say that with our apart-
menﬁs, they asked a price of 200 times the.monthlyv

rental whén they put it up for sale. When you

say that you can't buy houses, that this is an

alternative to expensive housing to buy these

apartments, these apartments Were put up for

sale at $55,900 to $143,000 and the 55,900 was

only a one~bedroom apartﬁent,that was in an
unlivable part of the building err'the heating
units and hot water uhits;  There was always
vibration noise in there.

1 feel that people who have lived in
a cnmmunity and have been good citizens of that
community and that state and in this country

for a long, long 1ife£imebare entitled to some.
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kdnd of legislative protection fwbm'eakpéﬁbhgﬁé%%ﬁki
Cactvally, rhat iz what T feel they are-=who cdme

4n and want bo make unconscionable profits at

thelr expense. Tfhﬁ?ﬂ‘Yﬁﬂ'Will'qive that con=-
agideration,

MR, O'HERN: You should have sent ih
a resume,

Next is Milford Inganamort of Wood
Ri@gé, New Jersey.

{Ne response.)

MR, O'HERN: william Palmer, Mebile
Homecwners Assoclation.

MR, PALMER: T am William Palner
representing the Mobile Home Owners Aé@@mia%i%h
of New J@rséy@ and I am a wember of the Lake
Study Commission.  We are the occupants 6f

mobile homes, 98 percent which live in mobile

~vhbma parks in New Jerﬁﬁy;

Oux éeriéuﬂ concern is that a wave
of conversions in the s@ﬁﬁh, the west, éﬁé the
southwest and mobile home parks is about te
evade New Jersey.

MR, b@m@aws conversions t6 condo=

minium?

MR, PALMER: Conversions te condemif
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co-0ps., Most of them seem to be going co-op.

MR, O'HERN: Yes,

MR, PALMER: In éhe face of condo/
co-op conversionvo: close down for change of use,
the mobile home owner ié in a unigue position
is in a unigue position compared to other types
of renters, He 6r she has a substantigl in-
vestment in that mobile homé, .Since there are
feﬁ, if any, altarnﬁtive sites' to move the home
to, sale of a mobile home under such duress is
usually at a substantial loss,. It's usually
to a speculative buyer who plans to move the
home out of the state.

| In the recent case of Ray Guy's Mobile
Home Park at Fort Lée thréatened with shut-down
as of last October 1, a number of panicked |
residenté‘have sold their homes fot as little
as 10 pexcent of true value.

Condo conversion, if the tenants cannot
buy, result in similar losses.

‘Many such hohes throughout the state are
the séle majoi physical asset bf a senior‘citizen
or couple, ?erhaps aside fr;m a car, Distress
sale can force such folks onﬁé welfare. . For

many vounger couples, a sizeable installment
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1oan ie only partially paid for. Distress "8
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»f the home makes i+t no longer available, @ven

while the resigent is B8till saddled with the

lman payments. Abandonment is a very probably

gsolution.

Mobile howmes are Bold with the implied
warranty of permapent use of the spaves they
ocoupy for in New Jersey one has always had to
buy the homre in order to occupy the space.

Few parks woulw accept a home brought in by &
prospective tenant, except for payment of a
sizeable fee to offset the dealer/landlord's
anticipated profit on sale of = new howe. This
applied warranty is inherent in the mobile howme
biilvmﬁ rights, which insures the right of home
owners to sell the home in place with the buyer
able to kéep the home there.

The Mobile Home Study Commission fouhd
that new homes are Bold at typleally high markups
to, at least, partially paié for the dealer/
landlordé's site developnent cost. This creatés
the vested interests in the site that ig recoygs
nized in the mobile home bill of rights.

¥f 8 econversion is invelved, w@féuﬁﬁéé%

a resident who cannot buy be permittéd to remais
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indefinitely as a tenant of the cdﬂdo oY Cco-Op
association at reasonable rentﬁls and réasonable
increases, |

If a change of use is involved, we urge

that the developer he responsible, as in urban

renewal projects, for relocatioh of the mobile

" home residents into equally suitable sites else-~

where at the dcvéloper‘s e#pense.

Respectfully submitted.

MR, O'HERN: Béfore you leave, this
is an extréordinarily comp1ex'isswe, as you know.
The‘bill we havé heen talking about doesn’t cover

this at all, dees it? I am speaking of Assembly-~

‘man Baer's bl1l1?

MR, PALMER:l Kot that I am awvare of.

MR, G'HERN: Is the Mobile Home Study
Commission iﬁéluéing in their stuéy these sﬁbjaCts?

MR, PALMER: No, we‘haven°t covered this
becauaa‘the_feelinq was that it was not in mandate
but was something that along with nonstrqction
standards and o fbrth should be resolved outside
the immediafe randate of the stﬁdy commission but
should not be. |

MR, O HERWN: 211 rigaht, This is going

to be hard becsuse it is compiax, We had this
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problenm is -what does the prepsrty vwner with the

-bare property do and half of the mobile nomes

-have a life tenancy? You c¢an't operate the land

qgquestion,

_ creates a life tenancy for people who are there

bi1l, which the Governor juﬁt‘did gion ., but our
are gone and ‘the statute mandates that the others

‘MR, PALMFR: T don't unaar@tan@?ydﬁx

MR, O'HERN: let's assume that h@'ﬁ@@iﬁﬁg,
to move the property from the rental, |
MR, PALMFR: You charged your views,
Go ahead,

MR, O"HERN: Yes, and if the statvte

and half of them leave anyway feel we want to

get out now, it seams to Mme~-

MR, PALMER: Well, 1t 4& my mﬁﬂ@%ﬁ&@@ﬂiﬁg?
for imatamem,’im Pleasantville or in Fag ﬁai@@@ v
that the Pleasantwville Mobile Rome Park was going
tio be sold to a2 mall ﬂmweinp&i and they were
given the statutory @@‘ﬁay& or =iz ponths to aet
out . There's no place to go.

But the d@v&ﬁ@p@r'batke@ @umfwhan:hg
‘found out that with government Financing, whtch

was only involved here, the urban land renewal
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prdvisions contained--

Mﬁ. O'HEERN: = Relocation?

MR. FALMER: Yes, and he would have
to relocate. 211 we are saying is that this
provision be for any developer who is going‘to

buy and develop such a site, Tt is kind of a

‘Catch-22 situation right now because he won't

have any'plaée to put the homes unless he went
ané built a new park.

In the case of Pleasantville Park,
they had to builld a park somewhere for 300
hémes. |

MR. O'HERN: okay .

Anyone els@?

Ruasgll Heren.

(o response.)

MR, O'HFRN: Elliot-&lew.

{No response.)

MR, C'EFRN 1 Those are all the listed

witnesses we have.

We have a few wore wiputes, Does
anyone want to éadrass ue?

One wminute.

MR, PENNESTRI: Jir Pennestri,

Director of the Division on Rging with the

213
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rhment of Community Affalrs.

I just want to take this opportunity

to thank and commend the Governor and yeu,

oner, for holéing this public forup to

address--

¥R. QHERN:  Renmind hip that I wae

mistaken for him.

MR, PENNFSTRI: =-the whole iss

nium conversion.

I ar sure he is well aware that the
Department of Comrunity Affiars has a tyofeld
interest in this. The Division of Wousing is

ily a requlatory agency with multiple

respongibilities in this area. Our divisien

nas a major role in the advocacy of presenting

these public policy issues thet are fayorable

e elderly.
In looking at the whole issue of
housing, I'm sure we are eware of the situation

that our eoldey residents in our state are faced

with, We constantly logk at 2ll of the ¢

ficai

In a recent study that we conducted

on swhsidized hopsing within the state and at
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that time there were' close to 35,000 units,

there were an additional 35;000 people waiting

for those particular subsidized unité. As we
look at the ﬁext‘decads with a 1imited number
amount ofksubSidizéd hoﬁainq even on the drawingo
bdﬁrds ﬁhaﬁ are plannihé to ba built, we will
take very careful consideration if we lose
these rental ﬁnits, and we ask that'all issues
be looked at and how it affects the lives of
cur older people in the state.

- Thaﬁk»you vefy'much.

MR, C'HERN: Thank vou.

¢

Y know the Commissioner has a few more

‘studies to make, but I assume that there will

be a clear recommendation from»the Department

to the Governor in short order?
MR, PENNFSTRI: Yes, ves,
MR, @'HERN: Ckay . - Just a few last
moments .
Is it M£¢,Murnick?
MR, MURNICK:  Yes,
I would dust like to make é fe% addi-
tional comments becavse we have hearé really
about peoplé discuseging what you &all €esifable

housing, but what can be done, as I have indicated,




10 |

12 |

1

15

16 |

17

19

20

21

22
24

25

1 |

13 |

18 ||

218

4s in urban areas where there are 3till good

areasg left, Yet, most administrations,

whether 1t is city, federal or state, have

given no concern or credence teo thesge sreas,

quite frankly.

You can come dmwaﬂinto Tewark, as
I am sure you have, and look at a nelghborhood
and say, hey, it's pretty good and come back
four years later and éay what happened to this
neighborhood. What is happening in the South
Bronx is happening in many areas of ﬁew Jersey.
Rental housing just is not a viable type thing
without some sort of subsidy. You have Secticn 8
subsidy, but you have no subsidies for landlerds.
Therefore, especially with this last

energy crisis, buildings are being walked away

from left and right. You have enercy subsidies

too, I guess, the ald dependent angd social'b
security people. People are getting aid for
fuel that they are not even payine, Landlords
need some help, and whether it is by way of
suggested help in converting--and I'é he very
happy not to make a profit but teo sell any
building for what I paid for them ten vears ago,

and I am sure that west landlorés would do that.
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T have 777 West SBtate Street, probakly the finest

: building in Treméon. I have a’buildinq_in
Asbury Park where I'@ sell units at $15,000
to $20,000, not 55 to 100. They are the nicest

ones in the Fsplanade.

MP. O'HERN: ‘Do you think that the
tax fréeze would do that? |

MR. MURNICK: Well, I think yéu'have-
to start in a number of ﬁreas; One not so much
tax free, but~4we11 yes; okay. So you'd have

to reduce your interest rates, That's number

one, ‘so you'd made finaﬂeinq uﬁder the last

- proposal. Monies could be used for condominiums

actually, but there's nene available now,

But one of the concerng that one of

‘the ladies had here wasg with’taxea, Yduvcan't

sell a unit or pay tax&s_right now on an income.

basis. As I menticned, in most urban areas

the taxeg I pay on every huil&}ng today are

less than they were ten yeara'aqo, Horeowners

. are paying double and triple because my income

just keeps coming down,

In East Orance look what's happened

" to the amounts of taxes collected on the primary

buildings. You know, this was 2 luxury suburb
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such as Fort Lee is. Maybe the same thing is |
going tp‘héppen'to.rort Lee ig 20 years from now.
8o you'd have to have some fix on the taxss.

They made a special deal for Japes

Btreet, Why? Because you had powerful lobby~

ing groupe. That same special legislation should

be elsewhere. If anybody wants to come into
&ewark to live there, they should be anaraéé
because what you need are people who are going &6
9ugyort the'&:ores, send their children to sehool
and not come in anéd really be a burden on the
rest of the state.

L5 you.wall know, Newark is a subsidized
city witn, I think, probably, 60 to 70 percent 6f
their @udqet today provided by eithé& state 6#‘
feégzal governmeht; They have not c@lléc&aé
1870, and you have had a 125 percent inflation.

o 1 think this is an éraa that needs vér?‘ébﬁﬁ
aid&fabla stuéy, but also the state has t6 pronote
and not say condominium conversions are bad but
say that condominium conversion in cities may be
the best thing that ever happened to them.

Thank you.

MR. O'HERN: ' Thank vou.
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There is“np one else; |

I'm going to declare the hearing con-

cluded for the record, j We will thank everyone
who did appear, thg stenographer, and the tran-

seript will be requestéd to be made available to

the Governor.

(Whereby, the publie hdarihg adjoutned

at four o'clock pP.r.)
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TESTIMONY FROM: ELIZABETH GOODWIN
' WHAT EFFECT D0 CONVERSIONS HAVE UPON THE COMMUNITY?

First of a]T,‘property tax income increases. Apartment buildings, as opposed:
to condominiums, are assessed lower and, consequently, taxes are 10Wer. HUD's
‘study again bears out the hypothesis that condominium units produée property taxes: 
.in excess of that realized when the converted building existed as a rental,
New Jersey law expressedly allows increased property taxes upon conversion.
lEspecially in rent controlled areas where rental propérty ownérs have had numbers
of tax reductions as a result of appeals, conversions have had a significant
positiye impact on the tax base. _

It stands to reason that income producing prdperty be assessed for tax
- purpases on the basis of the income realized, as they are in New Jersey. 'Upon
~sale, however, a new market value is established, whether the sale is to a sfngle
owner or mu]tipfe owners, as in a conversion. Value increases, so dd property tax:
revenues. |

Conversions have also played a significant role in helping to reverse urban
decay‘ih mahy areas. Washington D.C. and New York City are prime examples, but
“here in New Jersey we havé seen this positive trend béginning in Jersey City and
Hoboken. As the suppliers of housing, we will build, renovate and reconstruct in
these areas of New Jersey where it makes economic sense. Builders have not resisted
‘returning to the cities of New Jersey, it is buyers who are deserting the urban
areas. The trend of customer willingness to return to to:our urban areas is on1y 
‘beginning. It would seem the cost of energy is certainly an element of this |
reemergencé of interest in tpe market. The issues of safety, convenience of |
facilities and long-term costs still remain to be resolved, bdt when they are, it

~will be through the conversion of existing, viable units that we, the suppliers of
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housing, will be able to meet this urban redemand most quickly and in the #ost co:

’efoGtive?manﬁer.
HOW DO CONVERSIONS AFFECT TENANTS, ESPECIALLY THE ELDERLY?

New Jersey's c;rrent conversion law is still the strongest in Eﬁé ﬁatidﬁ}.
In fact, only about half the states ha&e even found it necessary to legislate
conversion practices. Tenants here have a laundry list of pfotéctidﬁé'ﬁeth day~
té;day and upon conversion. ’

If a tenant's building is to be converted, he has an autcmatic»fight,ﬁ@,bux
his apartment. It cannot even be offered to an.outsidé buyer_fdr‘thFEE»mbﬁths. I
the tenant still elects not to buy, for whatever reason, he has an automatic right
to live in that same unit, as a tenant, for at least three, and so long as éighﬁ“
~years. This is the cdrrent law. The only way in which the developer can remove
a tenant from a converting building.is.to\findvaﬁOther apartment for him., That
apaptmgnirmust be Comp&?abje;invréht, size, proximaty to employment, etc., eté.
A\l-ate{rna»t_i:vfef']y-, the owner can give the tenant six months. free rent, or a cash paymen
of equal amount, essentially as a payment for the tenant to move after three ye-a“rs.-;

Among members of the Apartment House Couricil, we know. of no. eviction éver in
NewiJersexybecause of conversion. Consideriﬁg apartmentktenanﬁ§;démagﬁabhic611y~ari
one. of the, most voluntarily mobile segments of the populaticn, we doubt that it
would ever be the case that large numbers of tenants wouidﬁfacevevictibh'BécaUSé of
conversion of their homes. . |

The AHC and- the NUBA has long recognized the crucial shortage of affordable
housing in New Jersey, and have urged Administration response. MWe further‘ Iac‘-‘»k.nowiedg
that onie particular segment of the. tenant population is vulnerable to hardship upon

conversion; elderly people of modest means who live in converﬁihg;apa?fméhtbeiiding
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It s the responsibility of ail of us in New Jersey to assist these people and
?spare them as much hardship as humanly possible. We have a proposal to do so.

| In 1976, voters in New Jersey méde the decision to allow casino gambling in
Atlantic City. Primary among the public interest reasons for the acceptance of the
referendum were two factors; revitalization of Atlantic City and the surrounding
-area énd assistance through the new revenues which would flow to the state, for |
‘New Jersey's elderly population. |

It cannot be argued that casino gaming has brought new life to a decaying resort
city, but significant help for the elderly has yet to arrive. The area of possible
conversion hardship among senior citizens is an appropriate place to begin.

One of the recent imaginétive developments in home financing presents an
excellent framework for the state to begin to fulfill it's obligation to New Jersey!s'
elderly at an extremely low cost. The idea of shared appreciation, or equily,
‘vbetween the mortgagee and buyer is a new concept. We see it as an elegant and |
fota]]} equitable way in which elderly tenants of 1imited means can be saved from
hardship if the building in which they reside converts to a condominium or coop-
erative.

We propose this plan for elderly people, 62 or older, of modest income, say
for instance twice the state median, who live in a cohverting building as their
only residence and have lived there for a certain period of time. We suggest this
-be two years prior to the application for conversion and filing of the master deed.

These tenants, upon prcof that they meet the above criteria, would be eligible

to receive a kind of Shared Appreciation Mortgage (SAM) directly from casino

* _ revenue funds. These people would receive a subsidized interest rate or downpayment

assistance or assistance with monthly maintenance charges, or a combination of all
three. In return, the state would receive one-half of thebappreciation on the unit
upon sale or other change in title. A surviving eligible spouse would continue to

enjoy the same favorable mortgage terms.
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The operation éf this plan Wiuld enable conversions to tohtinué;wﬁfhlai1'ﬁhéi
$o$ﬁtivéléf$66ts'whgﬂefplacing the protection of the potential victims of the proci
where it belongs. ihe funds available from casino §amihg are certainly sufficient
t@§subsidi2éfmortga§e ﬁatéévdoWﬁ to, say, 7 percent, reduce the'réquiféﬂ down-
payment, and in a high maintenance charge corporation like a cb@ﬁé%at%Vé;'BSsist
there. 1In return, when eventually a sale occurs, New Jersey stands to recoup
more than the 0ut1a§ and other costs ihva1ved.ih the program.

We are Certainly willing and eager to work with the ﬁdmini%%?a%iﬁﬁ in forfulat
of legislation to put this plan into effect. vIn fact, we urge it be giVéh‘tbﬁ
priority.

Thank you for your attention.

###
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TESTIMONY OF WENDELL A. SMITH, ESQUIRE
GOVERNOR BYRNE'S HEARING ON
CONDOMINIUM AND COOPERATIVE CONVERSIONS
JANUARY 31, 1981

My name is Wendell A. Smith and I am a partner in
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